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Almonty Industries Inc.

Management's Responsibility for Financial Reporting

The accompanying unaudited Interim Condensed Cwmiadetl Financial Statements for Almonty
Industries Inc. were prepared by management inrdaogce with International Financial Reporting
Standards (IFRS). Management acknowledges respilitysior the preparation and presentation of the
unaudited Interim Condensed Consolidated Finar@tialements, including responsibility for significan
accounting judgments and estimates and the chdicacaounting principles and methods that are
appropriate to the Company’s circumstances. Theifgignt accounting policies of the Company are
summarized in Note 3 to the unaudited Interim Cosdd Consolidated Financial Statements. In the
opinion of management, the unaudited Interim CoaddrConsolidated Financial Statements have been
prepared within acceptable limits of materialitydaare in accordance with International Accounting
Standard 34-Interim Financial Reporting using aotiog policies consistent with International Finehc
Reporting Standards appropriate in the circumstnce

Management has established processes, which placieto provide them sufficient knowledge to suppo
management representations that they have exem@asdnable diligence that (i) the unaudited Interi
Condensed Consolidated financial statements dooritin any untrue statement of material fact oit om
to state a material fact required to be statetatris necessary to make a statement not misleadiigit

of the circumstances under which it is made, dasetiate of and for the periods presented by thedited
Interim Condensed Consolidated Financial Statememd (i) the unaudited Interim Condensed
Consolidated Financial Statements fairly preseralimaterial respects the financial condition utessof
operations and cash flows of the Company, as otiétte of and for the periods then ended presented b
the unaudited Interim Condensed Consolidated Fiah8tatements.

The Board of Directors is responsible for reviewingd approving the unaudited Interim Condensed
Consolidated Financial Statements together witherotfinancial information and for ensuring that
management fulfills its financial reporting respiigies. The Audit Committee assists the Board of
Directors in fulfilling this responsibility. The Alit Committee meets with management to review the
financial reporting process and the unaudited ime€ondensed Consolidated Financial Statements
together with other financial information of ther@pany. The Audit Committee reports its findinggte
Board of Directors for its consideration in apprayithe unaudited Interim Condensed Consolidated
Financial Statements together with other finanamdbrmation of the Company for issuance to the
shareholders.

Management recognizes its responsibility for cotidgcthe Company’s affairs in compliance with
established financial standards, and applicabls &wd regulations, and for maintaining proper siechel
of conduct for its activities.

The unaudited Interim Condensed Consolidated Finanal Statements as at and for the three month
periods ended December 31, 2015 and 2014 have neth reviewed by the Company's auditor.



Almonty Industries Inc.

Interim Condensed Consolidated Balance Sheets

As at December 31, 2015 and September 30, 2015
(Unaudited)
(in 000’s of Canadian dollars unless otherwise apte

Assets

Current Assets

Cash and cash equivalents (Note 5)
Trade receivables

VAT/HST/GST receivable
Inventories (Note 6)

Other current assets

Total Current Assets

Mining assets (Note 7)

Tailings inventory (Note 6)
Deferred tax assets

Restricted cash (Notes 5 and 11)
Other assets

Total Assets

Liabilities

Current Liabilities

Bank indebtedness (Note 5)

Accounts payable and accrued liabilities (Note 9)
Deferred revenue

Current portion of long-term debt (Notes 10 and 19)
Total Current Liabilities

Long-term debt (Notes 10 and 19)
Restoration and other provisions (Note 11)
Deferred tax liabilities

Total Liabilities

Shareholders’ Equity

Share capital (Note 12)

Equity portion of convertible debentures (Note Jp(d
Contributed surplus

Accumulated other comprehensive income
Retained earnings (deficit)

Total Shareholders' Equity

Total Liabilities and Shareholders’ Equity

See accompanying notes

Going concern (Note 2(b)), Commitments and contibgjabilities

(Note 18), Subsequent events (Note 20)

December 31

September 30

2015 2015
118 866

94 840
2,080 2,149
4,801 4,076
608 612
7,701 8,543
89,092 88,136
16,927 15,410
4,013 4,036
1,313 1,223
154 179
111,499 108,984
119,200 117,527
3,069 1,794
918 15,453
1,892 1,697
13,252 13,634
36,131 32,578
31,863 30,801
3,521 3,228
1,918 1,918
37,302 35,947
73,433 68,525
61,236 60,827
508 508
2,837 2,578
4,875 3,536
(23,689) (18,447)
45,767 49,002
119,200 117,527




Almonty Industries Inc.

Interim Condensed Consolidated Statements of Oper&ins and

Comprehensive Income (Loss)

For the Three Months Ended December 31, 2015 and 20
(Unaudited)
(in 000’s of Canadian dollars unless otherwise apte

2015 2014

Revenue 8,181 8,725
Mine operating costs
Production costs 8,682 6,336
Depreciation and amortization 2,019 1,961
Earnings (loss) from mining operations (2,520) 428
Expenses
General and administrative (Note 19) 1,617 1,415

(4,137) (987)
Interest expense 535 282
Foreign exchange loss 570 12
Income (loss) before income taxes (5,242) (1,281)
Income tax provision

Current (Note 13) - -
Deferred (Note 13) - -
Net income (loss) for the period (5,242) (1,281)
Other Comprehensive income (loss)
Items that may be reclassified subsequently to profit/loss
Foreign currency translation adjustment 1,339 472

Comprehensive income (loss) for the period (3,903) (809)
Earnings (loss) per share (Note 14)
Basic income (loss) per share ($0.06) ($0.03)
Diluted income (loss) per share ($0.06) ($0.03)

See accompanying notes



Almonty Industries Inc.

Interim Condensed Consolidated Statements of Changen Shareholders’

Equity

For the Three Months Ended December 31, 2015 and 24

(Unaudited)

(in 000’s of Canadian dollars unless otherwise ajpte

Equity Accumulated
Portion of Retained Other Equity

Share Convertible Contributed Earnings Comprehensive  Attibutable to  Non-Controlling Total

Capital Debentures Surplus (Deficit) Income (Loss)  Sharkolders’ Interest Equity
Restated
Balance at September 30, 2014 31,179 167 1,731 12,146 1,832 47,055 47,055
Repurchase of common shares (6) (6) (6)
Issuance of share options 113 - - 113 - 113
Net loss for the period - - - (1,281) 472 (809) (809)
Balance at December 31, 2014 31,173 167 1,844 10,865 2,304 46,353 46,353
Balance at September 30, 2015 60,827 508 2,578 (18,447) 3,536 49,002 49,002
Repurchase of common shares ) ) - )
Issuance of common shares 411 - 89 500 - 500
Issuance of share options/warrants 170 - - 170 - 170
Net loss for the period - - - (5,242) 1,339 (3,903) - (3,903)
Balance at December 31, 2015 61,236 508 2,837 (23,689) 4,875 45,767 45,767

See accompanying notes



Almonty Industries Inc.

Interim Condensed Consolidated Statements of CasHdws

For the three Months Ended December 31, 2015 and 29

(Unaudited)
(in 000’s of Canadian dollars unless otherwise apte

Operating activities

Net income (loss) for the period

Add (deduct) non-cash items:
Non—cash compensation expense
Depreciation and amortization
Non-cash impairment charges
Unrealized foreign exchange (gain) loss
Accretion and other non-cash interest
Other non-cash charges

Net change in non-cash working capital
Change in tailings inventory
Cash flow provided by (used in) operating activitis

Investing activities

Additions to mining assets

Restricted cash

Cash flow used in investing activities

Financing activities

Repurchase of common stock

Issuance of common shares

Issuance of long-term debt

Repayment of long-term debt

Cash flow provided by (used in) financing activities

Effect of foreign exchange on cash

Net increase (decrease) in cash and cash
equivalents during the period

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

See accompanying notes

2015 2014
(5,242) (1,281)
170 113
2,019 1,961
2,765 -
435 401
284 78
3 3
434 1,275
1,270 (797)
(903) (739)
801 (261)
(1,927) (3,107)
- (314)
(1,927) (3,421)
(2) (6)
500 -
1,650 -
(1,778) (1,528)
370 (1,534)
8 (190)
(748) (5,406)
866 14,847
118 9,441




Almonty Industries Inc.

Notes to the Interim Condensed Consolidated Finanal Statements
For the Three Months Ended December 31, 2015 and 24

(Unaudited)

(In 000's of Canadian dollars, unless otherwiseahot

1.  Description of Business

Almonty Industries Inc. (“Almonty” or “the Companyis incorporated in Canadd@he Company’s
shares are listed on the TSX Venture Exchange (*V9Xunder the symbol All. The head office
of the Company is located at 100 King Street Wsstte 5700, Toronto, Ontario, M5X 1C7. The
principal business of Almonty is the exploratiordavaluation of, and the mining, processing and
shipping of tungsten concentrate. The Compangggis include the Los Santos Mine, a tungsten
mine located in western Spain, the mining, proogsaind shipment of tungsten and molybdenum
concentrate from the Wolfram Camp Mine, locate@ueensland, Australia, which was acquired by
the Company in September 2014, the explorationexatliation of tungsten at the Sangdong Mine
located in Gangwon Province, Republic of Korea,olihiras acquired by the Company in June 2015,
a 25% interest in the Valtreixal Project, a tingsten exploration and evaluation project located in
western Spain, and the mining, processing and sty tungsten concentrate from the Panasqueira
Mine, located in Portugal, which was acquired bgnéity in January 2016 (Note 20).

The Los Santos Mine is owned by the Company threugholly owned subsidiary, 7887523 Canada
Inc. (“Almonty Sub”). which owns 100% of Daytal Resces Spain S.L. (“Daytal”).

The Wolfram Camp Mine ("Wolfram Camp") is wholly aed through Almonty’s wholly owned
subsidiaries, Tropical Metals Pty Ltd. (“TM”) (158tvnership) and Wolfram Camp Mining Pty Ltd.
("“WCM") (85% ownership).

The Sangdong Mine, located in the Gangwon ProviRepublic of Korea, is owned by Woulfe
Mining Corp., ("Woulfe") through four wholly-ownedubsidiaries ("Woulfe Subs"). Woulfe's
shares were traded on the Canadian Securities Egehander the symbol WOF, and which shares
were acquired by the Company in June and Septeliliér.

Almonty Sub has another wholly owned subsidiarylt’é¢&al Resources Spain (“Valtreixal" or
“VRS"), which owns a 25% interest in the Valtreitad/tungsten project located in western Spain.
VRS has an option to acquire the remaining 75%hefproject. The principal business of VRS is
the exploration of the Valtreixal Project. Duritige three months ended December 31, 2015, the
Company completed an agreement with respect tgdyenent of $1,047 that will increase the
Company’s ownership in the Valtreixal project t&&1The Company made a payment of $150 on
December 19, 2015, and is required to make momthyynents of $75 beginning in January 2016
and ending in May 2016 followed by a final paymef$522 in June 2016. Almonty will own 51%
of the project upon completion of the installmeayments and has an irrevocable option to acquire
the balance of the ownership interest in the ptdf@can additional payment of $1,532.

The Panasqueira Mine ("Panasqueira Mine"), acquirddnuary 2016 (Note 20), is wholly owned
through Almonty’s wholly owned subsidiaries, Berdgkntures Inc. (“BVI) which owns 100% of
Beralt Tin and Wolfram Portugal SA (“BTW").



Almonty Industries Inc.

Notes to the Interim Condensed Consolidated Finanal Statements
For the Three Months Ended December 31, 2015 and 24
(Unaudited)

(In 000's of Canadian dollars, unless otherwiseahot

Although the Company has taken steps to verifytitteeto the properties on which it is conducting
its exploration, development and mining activitiggse procedures do not guaranty the Company's
title. Property title may be subject to governm@gnsing requirements or regulations, unresticte
prior agreements, unregistered claims, aborigizadl Iclaims and non-compliance with regulatory
and environmental requirements.

2. Basis of Preparation

a) Statement of compliance

These interim condensed consolidated financiagstants of the Company have been prepared in
accordance with International Financial Reportit@n8ards (“IFRS”) as issued by the International

Accounting Standards Board (“IASB”), effective tbie reporting period ended December 31, 2015.

These interim condensed consolidated financiaéstahts have been prepared in accordance with
International Accounting Standard (“IAS”) 34 “Inter Financial Reporting”. These interim
condensed consolidated financial statements donotide all the information and disclosures
required in the Company’s annual financial stateyand should be read in conjunction with the
Company’s annual consolidated financial statemfemtthe year ended September 30, 2015.

These interim condensed consolidated financia¢stahts have been prepared on a historical cost
basis, except for certain financial instrumentscolthivere recorded at fair value. In addition, these
financial statements have been prepared usingcttrea basis of accounting.

The policies applied in these interim condensedalidated financial statements are based on IFRS
issued and outstanding as of February 29, 2016jateethese financial statements were authorized
for issuance by the Board of Directors.

b) Basis of preparation and going concern

These interim condensed consolidated financiaéstahts have been prepared in accordance with
IFRS on a going concern basis, which presumes tmapany will continue operating for the
foreseeable future and will be able to realizetarreon its assets and discharge its liabilitied an
commitments in the ordinary course of its busined®wever, certain adverse conditions and events
cast significant doubt upon the validity of thisamption.

The Company has incurred a loss in the currenbgeri $5,242 (Year ended September 30, 2015 —
$20,292), resulting in negative working capitaltire amount of $28,430 (September 30, 2015 -
$24,035), and an accumulated deficit of $23,68%tSeber 30, 2015 — $18,447) as at December
31, 2015. The Company’s ability to continue asiag concern depends upon its ability to raise the
cash required to develop its properties under eaptm to commercialization and to improve the
profitability of its operations. Management coaotdsly monitors the financial position of the
Company with respect to working capital requireraexst well as long-term capital needs in relation
to a plan for the year. If the Company is unablelitain additional financing when and if required,
the Company may be unable to continue operatioraagement plans to secure the necessary
financing through new equity and debt arrangemerggertheless, there is no assurance that these
7



Almonty Industries Inc.

Notes to the Interim Condensed Consolidated Finanal Statements
For the Three Months Ended December 31, 2015 and P9
(Unaudited)

(In 000's of Canadian dollars, unless otherwiseahot

initiatives will be successful. Additional detadn financing subsequent to December 31, 2015 are
provided in Note 20, however additional financiags likely required to continue operations.

These interim condensed consolidated financiaéstants do not give effect to adjustments that
would be necessary should the Company be unalgientinue as a going concern and therefore be
required to realize its assets and liquidate @Bilities and commitments in other than the normal
course of business at amounts different than thoséhe accompanying interim condensed
consolidated financial statements. Such adjustneould be material. In the opinion of
management, all adjustments considered necesgafgirfpresentation of the Company’s financial
position, results of operations and cash flows Hseen included.

Subsidiaries are fully consolidated from the détaanuisition, being the date on which Almonty
obtains control, and continue to be consolidatetl time date when such control ceases. The
Company controls an investee if the Company has:

* power over the investee;
e exposure, or rights, to variable returns fromrtgivement with the investee; and
» the ability to use its power over the investeefteci its returns.

When the Company has less than a majority of thiengoor similar rights of an investee, the
Company considers all relevant facts and omstances in assessing whether it has power
over an investee, including but not limited to:

» the contractual arrangement with the other votedrsl of the investee;
» rights arising from other contractual arrangemeautst
» the Company’s potential voting rights.

The Company re-assesses whether or not it corarolavestee if facts and circumstances indicate
that there are changes to one or more of the giezeents of control. Consolidation of a subsidiary
begins when the Company obtains control over theaidiary and ceases when the Company loses
control of the subsidiary. Assets, liabilities,dmee and expenses of a subsidiary acquired or dispos
of during the year are included in income (losg) eamprehensive income (loss) from the date that
the Company gains control until the date that tbem@any ceases to control the subsidiary.

The accounting policies and methods of computatidopted in the preparation of the financial
statements of the subsidiaries are consistenttivitbe adopted and disclosed in Note 3.

The interim condensed consolidated financial statéminclude the accounts of the Company’s
100%-owned subsidiaries, Daytal, VRS, Almonty STikl, WCM, Woulfe and Woulfe Subs. All
intercompany balances, transactions, unrealizedsgand losses resulting from intercompany
transactions and dividends have been eliminatezbosolidation.

c) Economic dependence
Almonty’s wholly owned subsidiaries, Daytal and W@islve long-term supply agreements with one
customer who participates in the global tungstesirtass. Currently, all of the output of AlImonty’s

8



Almonty Industries Inc.

Notes to the Interim Condensed Consolidated Finanal Statements
For the Three Months Ended December 31, 2015 and P9
(Unaudited)

(In 000's of Canadian dollars, unless otherwiseahot

operations is sold to this customer. Almonty isremmically dependent on the revenue received
from this customer in order to be able to meetitgent obligations. There is ho guarantee that
Almonty would be able to find an alternative cusésror customers on market terms similar to its
existing supply agreements should this currentotost cease operations or become unable to pay
Almonty under the current contracts.

d) New accounting standards and interpretations noagepted

Certain new standards, interpretations, amendnardsmprovements to existing standards were
issued by the International Accounting Standardar8¢‘IASB”) or IFRS Interpretation Committee
(“IFRIC”) that are mandatory at certain dates ¢eda Management is still assessing the effects of
the pronouncements on the Company. The standerdacted that may be applicable to the
Company are the following:

IAS 1 - Presentation of Financial Statements

IAS 1, Presentation of Financial Statements wasndee by the IASB in December 2014. The
amendments are designed to further encourage caoaspém apply professional judgement in
determining what information to disclose in théaincial statements.

For example, the amendments make clear that mitieaipplies to the whole of financial statements
and that the inclusion of immaterial informatiomaahibit the usefulness of the financial disclesur
Furthermore, the amendments clarify that comparmiesuld use professional judgement in
determining where and in what order informatiorpigsented in the financial disclosures. The
amendments are effective for annual periods beginmn or after January 1, 2016. Earlier
application is permitted.

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

IAS 16 and IAS 38, Property, Plant and Equipmentlatangible Assets were amended by the I1ASB
in December 2013. The amendments clarify thau#eeof revenue-based methods to calculate the
depreciation of an asset are not appropriate bea@myenue generated by an activity that includes
the use of an asset generally reflects factorsr dbi@n the consumption of the economic benefits
embodied in the asset. The IASB also clarified tteatenue is generally presumed to be an
inappropriate basis for measuring the consumptibrthe economic benefits embodied in an
intangible asset. This presumption, however, carebatted in certain limited circumstances. The
amendments are effective for annual periods beginmn or after January 1, 2016. Earlier
application is permitted.

IFRS 9 - Financial Instruments

IFRS 9, Financial Instruments was issued in fimairf by the IASB in July 2014 and will replace
IAS 39 Financial Instruments: Recognition and Meeswent. IFRS 9 uses a single approach to
determine whether a financial asset is measurachattized cost or fair value, replacing the mudtipl
rules in IAS 39. The approach in IFRS 9 is basetiam an entity manages its financial instruments
in the context of its business model and the cohied cash flow characteristics of the financial
assets.



Almonty Industries Inc.

Notes to the Interim Condensed Consolidated Finanal Statements
For the Three Months Ended December 31, 2015 and P9
(Unaudited)

(In 000's of Canadian dollars, unless otherwiseahot

Most requirements in IAS 39 for classification andasurement of financial liabilities were carried

forward unchanged to IFRS 9. The new standardralggires a single impairment method be used,
replacing the multiple impairment methods in IAS BRS 9 also includes requirements relating to
a new hedge accounting model, which representbstamtial overhaul of hedge accounting which
will allow entities to better reflect their risk magement activities in the financial statements.

The most significant improvements apply to thosat thedge non-financial risk, and so these
improvements are expected to be of particular ésteto non-financial institutions. In addition, a
single, forward-looking expected loss impairmentdedois introduced, which will require more
timely recognition of expected credit losses. IFRIS effective for annual periods beginning on or
after January 1, 2018. Earlier application is pted.

IFRS 15 - Revenue from Contracts with Customers

IFRS 15, Revenue from Contracts with Customersissaged by the IASB in May 2014. The core
principle of the new standard is for companiesetmognize revenue to depict the transfer of goods
or services to customers in amounts that reflexictinsideration to which the company expects to
be entitled in exchange for those goods or servitles new standard will also result in enhanced
disclosures about revenue, provide guidance farséretions that were not previously addressed
comprehensively (for example, service revenue amiract modifications) and improve guidance
for multiple-element arrangements. The new stanidagffective for annual periods beginning on or
after January 1, 2018. Earlier application is péedi IFRS 15 supersedes the following standards:
IAS 11 Construction Contracts, IAS 18 Revenue, [EFRB Customer Loyalty Programmes, IFRIC
15 Agreements for the Construction of Real Est&ie)C 18 Transfers of Assets from Customers,
and SIC-31 Revenue - Barter Transactions Involidgertising Services.

3. Significant Accounting Policies

Cash and cash equivalents
Cash and cash equivalents comprise cash at badks band and short-term deposits with a maturity

of three months or less at the date of acquisithat are readily convertible to known amounts of
cash and which are subject to an insignificant oiskhanges in value.

Trade receivables

Trade receivables are initially recorded at the ¥alue of the contracted sale proceeds expected to
be received only when there has been a passirigrofisant risks and rewards of ownership to the
customer, and collectability is reasonably assured.

Collectability of trade receivables is reviewed @m ongoing basis. An impairment of doubtful

receivables is raised when there is objective emiddghat Almonty and the entities it controls will
not be able to collect the debt.

10



Almonty Industries Inc.

Notes to the Interim Condensed Consolidated Finanal Statements
For the Three Months Ended December 31, 2015 and P9
(Unaudited)

(In 000's of Canadian dollars, unless otherwiseahot

Inventories

Inventories are valued at the lower of cost andrealizable value. Net realizable value tests are
performed at least annually and represent the atonfuture sales price of the product based on
prevailing spot metal prices at the reporting diss estimated costs to complete production and
bring the product to sale. Stockpiles are meashyedstimating the number of tonnes added and
removed from the stockpile, the number of contaikddJs (defined as a Metric Tonne Unit, equal
to 10 kg of contained W4 of WOs (tungsten tri-oxide) based on assay data, ana:shemated
recovery percentage based on the expected progessitnod. Stockpile tonnages are verified by
periodic surveys.

The cost of raw materials, stores, finished goodd mining stocks includes direct materials,
transportation costs, direct labour and an appatgportion of variable and fixed overheads, with
costs determined on the basis of weighted averagfe c

Tungsten ore and W{n concentrate, W&in circuit and ore stockpiles are physically meaduwr
estimated and valued at the lower of cost or radizable value. Net realizable value is the estdat
selling price in the ordinary course of businesss lestimated costs of completion and costs afigell
the final product. Cost is determined by the wesgrdverage method and comprises direct purchase
costs and an appropriate portion of fixed and Wgi@verhead costs, including depreciation and
amortization, incurred in converting materials ifitoshed goods.

Tailing inventories represents stockpiles of lowdg ore that has been mined and processed and is
available for reprocessing. As tailing inventondt not be reprocessed within one year of the date
of these interim condensed consolidated finant&ements, the net carrying amount related to the
tailing inventories has been classified as a noreot asset in the interim condensed consolidated
balance sheets.

Where direct costs are not attributable to a sjpegibcess, the allocation of costs between invgnto
and tailings inventory is determined by the expgctzoverable tungsten.

Mining assets

Property, plant and equipment and mine propertiestated at cost, less accumulated depreciation
and accumulated impairment losses, if any. Thalrébst of an asset comprises its purchase price
or construction cost, any costs directly attriblgato bringing the asset into operation, the ihitia
estimate of the rehabilitation obligation and,dqaalifying assets, borrowing costs. The capitalat

of certain mine construction costs ceases wheme otnstruction project moves into the production
stage.

Accumulated mine development costs are depreciateda unit-of-production basis over the
economically recoverable resources of the mine {f/RCconcerned, except in the case of assets
whose useful life is shorter than the life of thieenin which case the straight-line method is egapl
The unit of account for the ROM costs are tonnesrefwhereas the unit of account for post-ROM

11



Almonty Industries Inc.

Notes to the Interim Condensed Consolidated Finanal Statements
For the Three Months Ended December 31, 2015 and P9
(Unaudited)

(In 000's of Canadian dollars, unless otherwiseahot

costs are recoverable MTUs of W®ights and concessions are depleted on the tpiteduction
basis over the total resources. The unit-of-pradoatate for the depreciation of mine development
costs takes into account expenditures incurredte. d

The application of AlImonty’s accounting policy fexploration and evaluation expenditures requires
judgment in determining whether it is likely thatdre economic benefits are likely either from fetu
exploitation or sale or where activities have neaaghed a stage which permits a reasonable
assessment of the existence of reserves. The deédion of a National Instrument 43-101 —
Standards of Disclosure for Mineral Projects resedus itself an estimation process that contains
varying degrees of uncertainty, depending on sabsdfication, and these estimates directly impact
the point of deferral of exploration and evaluatiexpenditures. The Company’s policy is to
capitalize all exploration costs that are incurwedts mineral properties that currently have alBH

101 compliant resource estimate, provided thatetlexpenditures are incurred to extend or enhance
the resource. The deferral policy requires managerto make certain estimates and assumptions
about future events or circumstances, in particwaether an economically viable extraction
operation can be established. Estimates and assun®mphade may change if new information
becomes available. If, after an expenditure istafiped, information becomes available suggesting
that the recovery of the expenditure is unlikefyy amount capitalized is written off in incomelie t
period when the new information becomes available.

Other plant and equipment such as mobile mine ewgripis generally depreciated on a straight-line
basis over their estimated useful lives of 3 toydfirs. Leasehold improvements are amortized over
the shorter of either the unexpired period of tkasé or the estimated useful lives of the
improvements.

Mine rehabilitation and restoration provisions

Almonty assesses its mine rehabilitation provisaonually. Significant estimates and assumptions
are made in determining the provision for mine bélitation as there are numerous factors that will
affect the ultimate liability payable. These fastanclude estimates of the extent and costs of
rehabilitation activities, technological changegulatory changes, cost increases as comparee to th
inflation rates, and changes in discount rates.s@hencertainties may result in future actual
expenditures differing from the amounts currentigyided.

The provision at the reporting date represents gemant’s best estimate of the present value of the
future rehabilitation costs required. Changes tomeged future costs are recognized in the interim
condensed consolidated balance sheet by eitherasiag or decreasing the rehabilitation asset and
liability if the initial estimate was originally cegnized as part of an asset measured in accordance
with IAS 16, Property, Plant and Equipment.

Any reduction in the rehabilitation liability anderefore any deduction from the rehabilitation aisse
may not exceed the carrying amount of that askdtdbes, any excess over the carrying value is
taken immediately to income. If the change in eaterresults in an increase in the rehabilitation
liability and therefore an addition to the carryivajue of the asset, Almonty is required to conside

12



Almonty Industries Inc.

Notes to the Interim Condensed Consolidated Finanal Statements
For the Three Months Ended December 31, 2015 and P9
(Unaudited)

(In 000's of Canadian dollars, unless otherwiseahot

whether this is an indication of impairment of thgset as a whole and test for impairment in
accordance with IAS 36, Impairment of Assets.

If, for mature mines, the revised mine assets hegl@bilitation provisions exceeds the recoverable
value that portion of the increase is charged tirep expenses. For closed sites, changes to
estimated costs are recognized immediately in ircoso, rehabilitation obligations that arise as

a result of the production phase of a mine aremsgxas incurred.

The expected cost of any approved decommissioninghabilitation program, discounted to its net
present value, is provided when the environmerisailicbance occurs. The cost is capitalized when
it gives rise to future benefits, whether the relitakion activity is expected to occur over thie|of

the operation and the increase in the net pressoevof the provision for the expected costs is
included in financing expenses. Expected decomaonigsi and rehabilitation costs are based on the
discounted value of the estimated future costsetdid plans prepared for each site. Where there
is a change in the expected decommissioning atakagi®n costs, the value of the provision and any
related assets are adjusted and the effect is mexamb in the interim condensed consolidated
statement of operations and comprehensive incomss)(bn a prospective basis over the remaining
life of the operation.

Ore reserves and mineral resources estimates

Ore reserves are estimates of the amount of otedmabe economically and legally extracted from
Almonty’s mining properties. Almonty estimates dge reserves and mineral resources based on
information compiled by appropriately qualified pens relating to the geological data on the size,
depth and shape of the ore body, and requires esng@ological judgments to interpret the data.
The estimation of recoverable reserves is based fgmiors such as estimates of foreign exchange
rates, commodity prices, future capital requirermeand production costs along with geological
assumptions and judgments made in estimating #eeasid grade of the ore body. Changes in the
ore reserve or mineral resource estimates may imgam the carrying value of exploration and
evaluation assets, mine properties, property, plami equipment, goodwill, provision for
rehabilitation, recognition of deferred tax assatg] depreciation and amortization charges.

Deferred stripping expenditures

Advanced stripping costs incurred during the preéidacstage of its operations are deferred as part
of mining assets in accordance with IFRIC 20, amoréized on a unit-of-production basis over the
life of the mine components. Should the estimatthefstripping ratio change over time as a result
of a change/optimization in the design of the opits, then Almonty will revisit the deferral and
amortization rates related to its deferred strigm@rpenditures policy. The calculation of the-tife

mine stripping ratio requires the use of judgmemd estimates such as estimates of tonnes of waste
to be removed over the life of the mining area eomhomically recoverable reserves to be extracted
as a result. Changes in a mine’s life and desigjrusually result in changes to the expected sinigp
ratio (waste to mineral reserves ratio). These ghamre accounted for prospectively.
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Leases
Leases of plant and equipment under which Almossumes substantially all the risks and benefits
identical to ownership are classified as capitasés. Other leases are classified as operatisgdea

Financial instruments

Financial assets -

All financial assets are initially recorded at failue and designated upon inception into one @f th
following four categories: held-to-maturity, avdile-for-sale, loans-and-receivables or at fair galu
through profit or loss (“FVTPL”). Financial assetsssified as FVTPL are measured at fair value
with unrealized gains and losses recognized throlglstatement of operations and comprehensive
income (loss).

Financial assets classified as loans-and-receisabid held-to-maturity are measured at amortized
cost.

Financial assets classified as available-for-sedav@asured at fair value with unrealized gains and
losses recognized in other comprehensive inconss)(Except for losses in value that are considered
other than temporary.

Transaction costs associated with FVTPL finanaakts are expensed as incurred, while transaction
costs associated with all other financial assetsrenluded in the initial carrying amount of theeis

Financial liabilities -
All financial liabilities are initially recorded dtir value and designated upon inception as FVTPL
or other financial liabilities.

Financial liabilities classified as other financiiabilities are initially recognized at fair valless
directly attributable transaction costs. After iaditrecognition, other financial liabilities are
subsequently measured at amortized cost usindffinetiee interest method. The effective interest
method is a method of calculating the amortized oba financial liability and of allocating intese
expense over the relevant period. The effectiver@st rate is the rate that exactly discounts estidh
future cash payments through the expected lifeheffinancial liability, or, where appropriate, a
shorter period.

Financial liabilities classified as FVTPL includimdncial liabilities held for trading and financial
liabilities designated upon initial recognition@¢TPL. Derivatives, including separated embedded
derivatives are also classified as held for tradinggess they are designated as effective hedging
instruments. Fair value changes on financial litikedl classified as FVTPL are recognized through
the statement of operations and comprehensive ia¢toss).

The Company has elected to apply the followingsifesitions to each of its significant categories
of financial instruments:
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Asset/Liability Category Measurement
Cash Fair value through profit or loss Fair value
Trade receivables Loans and receivables Amortizet cos
Restricted cash Fair value through profit or loss r Faue
Bank indebtedness Other financial liabilities Amoetizost
Accounts payable and accrued Other financial liabilities Amortized cost
liabilities
Long-term debt Other financial liabilities Amortizedst

Impairment of assets

At each reporting date of the interim condensedsclidated balance sheet, the Company reviews
the carrying amounts of its tangible and intangédeets to determine whether there is an indication
that those assets have suffered an impairment lfoasy such indication exists, the recoverable
amount of the asset is estimated in order to déteritine extent of the impairment loss (if any).
Where it is not possible to estimate the recoveraohount of an individual asset, the Company
estimates the recoverable amount of the cash-gi#ngeranit to which the assets belong.

The recoverable amount is the higher of fair vdéss costs to sell and value in use. In assessing
value in use, the estimated future cash flows &eodnted to their present value using a pre-tax
discount rate that reflects current market assasséthe time value of money and the risks specif

to the asset.

If the recoverable amount of an asset (or cashrgéng unit) is estimated to be less than its ¢agy
amount, the carrying amount of the asset (or casiemting unit) is reduced to its recoverable
amount. An impairment loss is recognized immedyatal the interim condensed consolidated
statement of operations and comprehensive incamss)(lunless the relevant asset is carried at a re-
valued amount, in which case the impairment loseited as a revaluation decrease.

Where an impairment loss subsequently reversegatmging amount of the asset (cash-generating
unit) is increased to the revised estimate ofdét®verable amount, but so that the increased oarryi
amount does not exceed the carrying amount thatdawave been determined had no impairment
loss been recognized for the asset (or cash-gémgratit) in prior years.

Significant Accounting Judgments and Estimates

The preparation of financial statements requiresagament to make judgments, estimates and form
assumptions that affect the application of accagnpiolicies and the reported amounts of assets and
liabilities at the date of the financial statemeantd reported amount of revenues and expensegdurin
the reporting period. Estimates and underlyingiaggions are reviewed on an ongoing basis.
Significant areas requiring the use of managen&irmates relate to the valuation and determination
of the useful lives of assets, valuation of eachlihef equity and debt components of convertible
debentures, valuation of share-based compensatmmants, share capital, deferred income taxes,
allowance for doubtful accounts, inventory valuaficapital leases, ore reserves and mineral
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resource estimates, recovery rates of tungstets-afiproduction depreciation, mine rehabilitation
and restoration provisions, exploration and evadnagxpenditures, deferred stripping expenditures,
tailing inventories, contingencies, employee bdnebligations, determining the appropriate
accounting treatment of an acquisition as eithbusiness combination or an acquisition of assets
requires that management utilize judgment to determwhether the acquired entity constitutes a
business, valuation of assets and liabilities medyunon-controlling interests, whether contrakes

on acquisitions and the valuation of intangibleghef Company. Management believes that the
estimates utilized in preparing its interim condmhsonsolidated financial statements are reasonable
and prudent; however, actual results may diffemftbose estimates.

Provisions

Provisions are recognized when Almonty or any sfcibntrolled entities has a present obligation
(legal or constructive) as a result of a past eveistprobable that an outflow of resources enyfirogl
economic benefits will be required to settle thégation and a reliable estimate can be made of the
amount of the obligation.

Provisions are measured at the present value ohgesment's best estimate of the expenditure
required to settle the present obligation as abttience sheet date. If the effect of the timeieaif
money is material, provisions are discounted uaigrrent pre-tax rate that reflects the time value
of money and the risks specific to the liability.

Revenue recognition

Revenue is recognized to the extent it is prob#ide the economic benefits will flow to Alimonty
and its controlled entities and the revenue careligbly measured. Revenue is measured at the fair
value of the consideration received or receivainte|uding sales taxes or duty. Almonty assesses its
revenue arrangements against specific criteriadardo determine if it is acting as principal geat.
Almonty has concluded that it is acting as a ppatin all of its revenue arrangements. Revenue
from the sale of goods is recognized when the sigmit risks and rewards of ownership have been
transferred to the purchaser. The significant riskgl rewards of ownership are deemed to be
transferred to the purchaser generally when pradyattysically transferred onto a third-party vésse
train, ship or other delivery mechanism, dependinghe mode of transport, and Almonty has paid
all costs of shipping, freight and insurance todbstination specified by the purchaser.

Contract terms for Almonty’s sale of W0n concentrate (W@concentrate) allow for a price
adjustment based on final assay results of the ¥é@centrate by the customer to determine the final
content. Recognition of sales revenue for y¢0ncentrate is based on the most recently detetnin
estimate of W@concentrate (based on initial assay results chaug by Almonty) and the contract
price (as defined, based on published priced)eatlate of shipment, with a subsequent adjustment
made to revenue upon final determination of ¥¢@ncentrate.
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Income taxes

Current income tax -

Current income tax assets and liabilities are egithas the amount expected to be recovered from
or paid to the taxation authorities. The tax rated tax laws used to compute the amount are those
that are enacted or substantively enacted, aeff@ting date, in the countries where Almonty and/o
its controlled entities operate and generates taxalbome. Current income tax relating to items
recognized directly in other comprehensive incomequity is recognized in other comprehensive
income or equity and not in income. Managementogsally evaluates positions taken in the tax
returns with respect to situations in which apileaax regulations are subject to interpretation a
establishes provisions, where appropriate.

Deferred income tax -

Deferred income tax is provided using the constdidabalance sheet method on temporary
differences at the reporting date between the tesisbof assets and liabilities and their carrying
amounts for financial reporting purposes. Defeinedme tax liabilities are recognized for all tabeab
temporary differences, except:

* Where the deferred income tax liability arises fritra initial recognition of goodwill or of
an asset or liability in a transaction that is adtusiness combination and, at the time of the
transaction, affects neither the accounting incaoretaxable income; and

« In respect of taxable temporary differences assegtiavith investments in subsidiaries,
associates and interests in joint ventures, wherdiming of the reversal of the temporary
differences can be controlled by the parent, irorest venturer and it is probable that the
temporary differences will not reverse in the fersble future.

Deferred income tax assets are recognized forallictible temporary differences, carry forward of
unused tax credits and unused tax losses, to teatdkat it is probable that taxable income wél b
available against which the deductible temporaffedinces and the carry forward of unused tax
credits and unused tax losses can be utilized pgxce
* Where the deferred income tax asset relating taldaictible temporary difference arises
from the initial recognition of an asset or liatyilin a transaction that is not a business
combination and, at the time of the transactiofecé$ neither the accounting profit nor
taxable income; and
* In respect of deductible temporary differences @ased with investments in subsidiaries,
associates and interests in joint ventures, defén@me tax assets are recognized only to
the extent that it is probable that the temporaffernces will reverse in the foreseeable
future and taxable income will be available agawisich the temporary differences can be
utilized.

Almonty recognizes neither the deferred tax assganding the temporary difference on the

rehabilitation liability, nor the corresponding defed tax liability regarding the temporary diffece
on the rehabilitation asset.
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The carrying amount of deferred income tax assetsviewed at the end of each reporting period
and reduced to the extent that it is no longer giotdthat sufficient taxable income will be avaitab

to allow all or part of the deferred income taxets$o be utilized. Unrecognized deferred incorre ta
assets are reassessed at the end of each regmatiod and are recognized to the extent that it has
become probable that future taxable income wilhbailable to allow the deferred income tax asset
to be recovered.

Deferred income tax assets and liabilities are nreaisat the tax rates that are expected to apply in
the period when the asset is realized or the itghd settled, based on tax rates (and tax lates) t
have been enacted or substantively enacted bynthefehe reporting period. Deferred income tax
assets and liabilities are offset if a legally eénéable right exists to set off current tax asagtanst
current income tax liabilities and the deferrecbime taxes relate to the same taxable entity and the
same taxation authority.

Tax benefits acquired as part of a business conibimebut not satisfying the criteria for separate
recognition at that date, would be recognized sylsetly if new information about facts and
circumstances arose. The adjustment would eith&éeb&d as a reduction to goodwill (as long as it
does not exceed goodwill) if it occurred during theasurement period or in income.

Earnings per share

Basic earnings per share are calculated as nenmm¢hoss) for the period attributable to Almonty
shareholders, adjusted to exclude any costs oicggnequity (other than dividends), divided by the
weighted average number of ordinary shares outstgnd

Diluted earnings per share are calculated as netnie (loss) for the period attributable to Almonty
shareholders divided by the weighted average nuroberdinary shares and dilutive potential
ordinary shares using the treasury method.

Foreign currency translation
The interim condensed consolidated financial statémare presented in Canadian dollars, which is
Almonty’s functional currency and presentation engy.

Almonty has two foreign operations which receiveersue in US dollars and incur all of their costs
in Euros and Australian Dollars. Daytal has a fiomal currency of Euros, and translates its US
dollar revenue into Euros at the respective USadiiluro exchange rate prevailing at the date of the
transaction. Wolfram Camp has a functional currafdustralian dollars and translates its US dollar
revenue into Australian dollars at the respecti$eddllar/Australian dollar exchange rate prevailing
at the date of the transaction. Monetary assetdiabilities denominated in foreign currencies are
retranslated at the spot rate of exchange in e#fiettte reporting date. Non-monetary items that are
measured in terms of historical cost in a foreigrrency are translated using the exchange rakeat t
date of the initial transaction. Exchange diffeeshare recognized in the statement of operatiams an
comprehensive income (loss) in the period in wiingy arise.
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Woulfe Subs incur the majority of their costs irugoKorean Won. Woulfe has a functional currency
of Canadian dollars, and translates all Won traimas into Canadian dollars at the exchange rate
prevailing at the date of the transaction.

For the purpose of presenting the interim condensedolidated financial statements, the assets and
liabilities of the foreign entities are expressedCanadian dollars using exchange ratesgiing

at the end of the reporting period. Incoma expense items are translated at the averageryeha
rates for the period, unless exchange rates fltedusignificantly during that period, in which case
the exchange rates at the dates of the transactiensised. Exchange differences arising are
recognized as a separate component of equity amdf@a®ign currency translation adjustment in
other comprehensive income (loss) in the interimdemsed consolidated statements of operations
and comprehensive income (loss).

Share-based payment transactions

Employees, directors and service providers of tlmmgany may receive a portion of their
compensation in the form of share-based paymensagions, whereby services are rendered as
consideration for equity instruments (“equity-sedttransactions”).

In situations where equity instruments are issoedon-employees and some or all of the goods or
services received by the entity as consideratiomaibe specifically identified, they are measured
at fair value of the share-based payment.

Equity settled transactions
The costs of equity settled transactions are medshoy reference to the fair value of the equity
instrument at the date on which they are granted.

The costs of equity settled transactions are razedntogether with a corresponding increase in
equity, over the period in which the performancd/anservice conditions are fulfilled, ending on
the date on which the relevant employees becomedntitled to the award (“the vesting date”). The
cumulative expense is recognized for equity setifadsactions at each reporting date until the
vesting date, and reflects the Company’s best agtiwf the number of equity instruments that will
ultimately vest. The income or loss for a periogresents the movement in cumulative expense
recognized as at the beginning and end of thabgewd the corresponding amount is represented in
contributed surplus.

No expense is recognized for awards that do nohaitely vest, except for awards where vesting is
conditional upon a market condition, which are tiedaas vesting irrespective of whether or not the
market condition is satisfied provided that all@tperformance or service conditions are satisfied.

Where the terms of an equity settled award are firdllithe minimum expense recognized is the
expense as if the terms had not been modified. dditianal expense is recognized for any
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modification which increases the total fair valuetloe share based payment arrangement, or is
otherwise beneficial to the employee as measurdwkatate of modification.

The dilutive effect of outstanding options is reted as additional dilution in the computation of
earnings per share.

Acquisitions, business combinations and goodwiill

At the time of acquisition, the Company determinmdether what is acquired meets the definition of
a business, in which case if it does, the transaési considered a business combination, otherwise
it is recorded as an asset acquisition.

For an asset acquisition, the net identifiable tassequired and liabilities assumed are measured at
the fair value of the consideration paid, basedhair relative fair values at the acquisition date.
Acquisition related costs are included in the cdeition paid and capitalized. No goodwill is
recorded and no deferred tax asset or liabilityilagi from the assets acquired or liabilities assime
are recognized upon the acquisition of the assets.

Business combinations are accounted for usingabaisition method. The cost of an acquisition is
measured as the aggregate of the consideraticsferagd, measured at the acquisition date faireyalu
and the amount of any non-controlling interesthia &cquiree. For each business combination, the
acquirer measures the non-controlling interesthiea acquiree either at fair value or at the
proportionate share of the acquiree’s identifiatde assets. Acquisition costs incurred are expensed
and included in selling, general and administragi¥penses.

When Almonty acquires a business, it assessesitbacial assets and liabilities assumed for
appropriate classification and designation in agdaoce with the contractual terms, economic
circumstances and pertinent conditions at the atttpn date. This includes the separation of
embedded derivatives in host contracts by the asguif the business combination is achieved in
stages, the acquisition date fair value of the mega previously held equity interest in the aagei

is remeasured to fair value at the acquisition tasugh income. Any contingent consideration to
be transferred by the acquirer will be recognizetaa value at the acquisition date. Subsequent
changes to the fair value of the contingent comatiitan which is deemed to be an asset or liability
will be recognized in accordance with IAS 39 eitimeincome or as a change to other comprehensive
income. If the contingent consideration is classifas equity, it shall not be remeasured unts it i
finally settled within equity. Goodwill is initiafl measured at cost, being the excess of the aggrega
of the consideration transferred and the amourdgrized for non-controlling interest over the fair
value of the net identifiable assets acquired atiilities assumed. If this consideration is lowen

the fair value of the net identifiable assets @f shibsidiary acquired, the difference is recognimed
income.
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Changes in a parent's ownership interest in a diapgithat do not result in the parent losing cointr
of the subsidiary are equity transactions, inclgdhre costs related to the transaction (ie traimsasct
with owners in their capacity as owners).

4.  Acquisitions

a) Acquisition of Woulfe

On June 4, 2015, the Company acquired 8.0% ofutstanding shares of Woulfe Mining Corp.,
a Canadian company whose shares were listed @etfi@dian Securities Exchange, which owns
and is evaluating the Sangdong tungsten mine ldéat&angwon Province, Republic of Korea,
complementing the Company's existing operationsrgréasing its potential tungsten reserves.
The acquisition was made by way of three concuyresumpleted agreements, as described
below (in addition to a $150 bridge loan made taN#oprior to the acquisition). The completion
of the agreements resulted in the Company havia@liiity to nominate a sufficient number of
directors to the board of Woulfe to give it effeeticontrol over Woulfe, and appoint the CEO of
Almonty as a board member and CEO of Woulfe. Wowhs a widely held company where
Almonty would have been the largest sharehold#@rakercised the conversion rights attached
to all of the convertible securities in Woulfe titadwned. In accordance with IFRS 3, Business
Combinations, Woulfe did not meet the definitionaobusiness. Therefore the acquisition of
effective control of Woulfe has been accounteda®ran asset acquisition. It was Almonty’s
intention to seek to acquire 100% of the shara¥/ofilfe not already owned, which transaction
was completed on September 10, 2015.

The three agreements noted above are:

» The Company subscribed for a convertible, unsecsubdrdinated debenture from Woulfe
totalling $1,000 (the "Debenture”) for cash consitien of $1,000. The Debenture has an
interest rate of 12%, per year, payable quarterlgriears and matures June 4, 2016. The
Debenture was convertible at the option of Almoimtip 16,667,000 common shares of
Woulfe. In addition Almonty and Woulfe enteredar@n agreement such that Almonty was
granted a right to nominate one member to the bokdirectors of Woulfe, provided such
nominees are acceptable to regulatory authorfiiesso long as Almonty held a minimum
of 5% of the issued and outstanding shares of Vioulf

« The Company entered into an agreement with Dund@@dtation (“DC”) and Dundee
Resources Limited (“DRL” and together with DC, “[ie®”) whereby Almonty acquired
29,497,229 of Woulfe's common shares from Dundepresenting 8.0% of Woulfe's
outstanding shares, at a market price of $0.058mrlfe share in exchange for issuing to
Dundee 2,949,723 common shares of Almonty at thekeharice of $0.56 per Almonty
common share, amounting to $1,652.

» Almonty also acquired from Dundee, $4,000 in ppatiamount of Unsecured Subordinated
Convertible Debentures bearing interest at 12.08&apeum, due December 31, 2016 issued
to Dundee by Woulfe on March 7, 2014 (the “2016 ®&whre”). As consideration, the
Company paid Dundee cash in the amount of $2,10€lasing, entered into an unsecured
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loan of $500, at an interest rate of 4% per annwith payments of $125, plus accrued
interest at each of three, six, nine and twelve thoifrom the closing date, and issued to
Dundee a term promissory note in the principal amad $1,400 due along with accrued
interest in June 2020, bearing interest at 4% peum. In connection with the purchase of
the 2016 Debenture, Dundee assigned its nomingghbts to Almonty whereby Almonty is
entitled to nominate up to 50% of the directorthefBoard of Woulfe so long as its partially
diluted ownership interest in Woulfe remains natsl¢han 15% (on closing, Almonty held
8.0% of the outstanding Woulfe shares and had-agteopartially diluted ownership interest
in Woulfe of approximately 18.2%).

The following represents the allocation of the jase price, giving effect to the acquisition of
8.0% of the outstanding shares of Woulfe on Jurg945:

Fair value
at acquisition
date

Assets acquired
Cash and cash equivalents 1,053
GST Receivable 25
Other current assets 88
Plant and equipment 110
Exploration and evaluation 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

Transaction costs of $228 were capitalized to #sets acquired.
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On July 7, 2015 Almonty entered into an arranger(idet“Arrangement Agreement”), pursuant
to which Almonty proceeded to acquire all of théstanding common shares of Woulfe not
already owned by Almonty, by way of a court appa¥tan of Arrangement (“Arrangement”).
The Arrangement was subsequently approved by Wewdfareholders on August 21, 2015 and
resulted in the acquisition by the Company of tA&Df Woulfe on September 10, 2015.

Pursuant to the Arrangement, each common sharecflffé/was exchanged for 0.1029 of a
common share of Almonty resulting in the issue tipmdnty of 34,806,205 common shares. The
share price of the Company as of the date of tmanyement was $0.81, and as such, the value
attributed to the shares issued was $28,193. ditiad, the Company granted 719,271 options
and 4,834,160 warrants in replacement of outstand/oulfe options/warrants with a value of
$48 and $420 respectively. Costs of the transaciiotihe amount of $594, were also incurred.
The value of the stock options granted in thisdeation was determined using the Black-Scholes
option pricing model, based on risk-free interedés of 0.37%-0.48%, volatility of 33%-54%
based on historical volatility, expected lives d@%1.26 years, and an expected dividend yield
of 0.0% as of the date of the grant. The valughefwarrants granted was determined using the
Black-Scholes option pricing model, based on &fisk interest rates of 0.48-0.51%, volatility
of 35%-37% based on historical volatility, expecligds of one to three years, and an expected
dividend yield of 0.0% as of the date of the grant.

The transaction was accounted for as though Almantuired the non-controlling interest in
Woulfe, in the amount of $18,207, as at the datehef transaction in exchange for total
consideration of $29,255. As Almonty controlled Wife on the date of this transaction, the
difference of $11,048 was charged to retained egsi

5. Cash and Cash Equivalents, Restricted Cash, arkl IBdabtedness

The Company deposits surplus cash with major bafkdgh quality credit standing, in interest
bearing accounts that earn interest at floatingsraind has no cash equivalents.

Bank indebtedness consists of a number of linesaafit in a subsidiary company, a number of which
were entered into during the period. The facditee denominated in Euros, and are unsecured. One
facility is without interest, and the others beaterest at a weighted average rate of 2.2% as of
December 31, 2015.

As at December 31, 2015, the Company had $1,318€Bder 30, 2015 - $1,223) in restricted cash
on deposit with the Queensland Government, Depattroé Natural Resources and Mines, as

required by the Department of Environment and ldgatProtection, based on a revised mine plan
in effect as of October 2014.
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6. Inventories
December 31 September 30

2015 2015
Stores and fuel 1,052 1,029
Ore and in-process ore 20,473 17,082
Finished goods - WO3 concentrate 203 1,375
Total inventories 21,728 19,486
Less: non-current tailing inventory 16,927 15,410
4,801 4,076

Stores and fuel are carried at cost. Ore and inga®ore, finished goods, and tailing inventory are
carried at the lower of cost and net realizableeal

During the period ended December 31, 2015, the @osnrrote down the following inventories to
their net realizable values:

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

During the year ended September 30, 2015, the Coynpeote down the following inventories to
their net realizable values:

Wolfram
Los Santos Camp Total
Ore and in-process ore - 70 70
Finished goods - WO3 concentrate - 787 787
Non-current tailing inventory 6,551 - 6,551
6,551 857 7,408

The change in inventories and the write downs \&regnized as an expense through mine operating
costs in the statements of operations and compsefeeimcome (loss).
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7.  Mining assets

Mineral Properties and
Mine Development Costs
Exploration and

Plant and Operating Evaluation

Equipment Mines Projects Total
Cost
Balance at September 30, 2014 21,859 35,397 1,091 58,347
Additions 4,204 6,720 3,443 14,367
Assets acquired on Woulfe acquisition (Note 4(a)) 011 - 42,109 42,219
Costs of acquisition - - 228 228
Impairment loss - (1,708) - (1,708)
Asset disposals (61) (110) - (171)
Translation adjustment 633 1,220 201 2,054
Balance at September 30, 2015 26,745 41,519 47,072 115,336
Additions 1,009 289 641 1,939
Translation adjustment 832 1,088 24 1,944
Balance at December 31, 2015 28,586 42,896 47,737 119,219
Accumulated Amortization
Balance at September 30, 2014 3,784 11,435 - 15,219
Amortization 2,452 8,240 - 10,692
Asset disposals (80) (110) - (190)
Translation adjustment 405 1,074 - 1,479
Balance at September 30, 2015 6,561 20,639 - 27,200
Amortization 641 1,855 - 2,496
Translation adjustment 102 329 - 431
Balance at December 31, 2015 7,304 22,823 - 30,127
Carrying Value
Balance at September 30, 2015 20,184 20,880 47,072 88,136
Balance at December 31, 2015 21,282 20,073 47,737 89,092

8. Impairment of Operating Mine Assets

In accordance with the Company’s accounting polaperating mines are tested for impairment
when events or changes in circumstances suggéshénacarrying amount may not be recoverable.
The Company generally uses a discounted cash flogdehto determine the value in use (VIU) for
its operating mines where there are indicatorsrgfairment. The assessment is done at the CGU
level, which is the lowest level for which idendifile cash flows are largely independent of the cash
flows of other assets. A CGU is generally an indiisl operating mine and its related long-term
assets. An impairment loss is recognized when #reyiog amount of the CGU exceeds the
recoverable amount.
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The Company considered the significant decreasenigsten prices during 2015 as an indicator of
possible impairment for its operating mines. Aduagly, management performed an impairment

assessment for each of its two operating mines Samgos and Wolfram Camp, as at September 30,
2015.

The VIU was determined for each mine based on tR¥ Nf future cash flows expected to be
generated using the most recent life of mine plafAgture tungsten prices are estimated based on
observable market or publicly available data toveste future revenues and operating costs estimated
based on current costs adjusted for anticipatedggsa The future cash flows for each CGU were
discounted using comparable discount rates fod@irnompanies with the same market 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

At September 30, 2015, the Company recognized paiiment loss relating to its Wolfram Camp
asset of $1,708, before tax, which was appliedrsganine development costs.

For the three month periods ended December 31, 20852014, there were neither recorded
impairment losses nor reversals of impairments.

Any variation in these key assumptions would resuld change of the assessed fair value. If a
variation in assumption had a negative impact énvalue, it could indicate a requirement for
impairment to the Company’s mining assets.

It is estimated that changes in the key assumpti@nsgd have had the following approximate impact
on the fair value of each mine as at Septembe2@05, holding all other assumptions constant:

Wolfram
Los Santos Camp
10% change in tungsten prices 24.0% 38.0%
1% change in discount rate 4.0% 3.0%

9.  Accounts Payable and Accrued Liabilities

The balance as of December 31, 2015 includes $823@ptember 30, 2015 - $10,660) of trade
accounts payable, and $4,993 (September 30, 2864593) of accrued liabilities.
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10. Long-term Debt
December 31 September 30

2015 2015
Term loans - Euro (a) 9,101 9,107
Term loan - US dollar (b) 13,840 13,394
Term and other loans - Canadian dollar (c) 10,900 10,820
Convertible debentures (d) 10,052 9,981
Obligations under capital leases (e) 1,222 1,133
45,115 44,435
Less: Current portion (13,252) (13,634)
31,863 30,801

a) The Company's wholly-owned Spanish subsidiary hgddce a number of Euro denominated, term
loan facilities, with maturities ranging betweerl8and 2019. Except for a $417 loan (September
30, 2015 - $664) partially secured by the subsyiassets, the loans are unsecured, with $6,967 of
the loans (September 30, 2015 - $8,467) guarargédde parent company. Of the loans, $4,907
(September 30, 2015 - $5,922) have fixed interatstsy with a weighted average interest rate on
these loans of 2.71% (September 30, 2015 - 3.08#t)e the remaining $4,194 (September 30,
2015 - $3,185) of the loans have floating interat#s, and as of December 31, 2015, the weighted
average interest rate on these loans was 4.25%e{8ber 30, 2015 - 4.88%).

During the three months ended December 31, 20laDentered into two unsecured debt facilities
with local Spanish banks for total loan proceedsbdf612, which amounts are included in the
facilities above. The first facility matures ony@0, 2016, and is repayable on a quarterly bgsis u
to maturity, and the second matures on October2049, repayable on a quarterly basis up to
maturity. In addition, Daytal entered into addii@b working capital operating lines (Note 5).

b) The $13,840 (US$10,000) term loan has a five-yean,twith interest only payments until 2018.
The loan bears interest based on 3-month Libosyaiih a rate of 1.73% as of December 31, 2015
(September 30, 2015 - 1.75%). The loan is sedoydte assets of a subsidiary, and is guaranteed
by a third party.

c) The Company's Canadian dollar term and other laemnsummarized as follows:

* Woulfe has a term loan with a balance as of Dece®bge2015 of $6,406, which bears interest
at 5.0% per annum, with the loan and interest du®&larch 31, 2016. The loan is secured by
Woulfe's Sangdong project. The loan previously&dde date of September 15, 2015, at which
time, in addition to the Company making a paymdr#$000, the lender agreed to extend the
due date.

* Woulfe has an unsecured promissory note with anbalaf $494, including accrued interest,
which is due on demand, with interest at 12.0%go@&um.

» The Company issued an unsecured loan of $500 inextion with the acquisition of Woulfe,
bearing interest at 4.0% per annum. The loan wagal be repaid in four quarterly instalments

27



Almonty Industries Inc.

Notes to the Interim Condensed Consolidated Finanal Statements
For the Three Months Ended December 31, 2015 and P9
(Unaudited)

(In 000's of Canadian dollars, unless otherwiseahot

of $125 each, plus accrued interest, to June 20i6 the first two payments deferred with the
agreement of the lender.

The Company issued an unsecured loan of $1,400nnection with the acquisition of Woulfe,
bearing interest at 4% per annum, with the loanaatdued interest due in June 2020.

The Company entered into a bridge loan of $2,108eptember 10, 2015, which is unsecured
and bears interest at 12%, due at maturity. Tae lill mature on the earlier of (i) two years
from the date of the loan, and (ii) the date onohtthe Company completes an equity offering
within 12 months of the start of the loan, with ggeds of more than $11,000, or in the event less
than $11,000 of equity is raised, such proportielyaesser amount of the loan will mature on
that date.

d) The Company is obligated under the following cotibeés debentures:

The Company entered into a $7,500 convertible deberagreement in September 2014, in
connection with the acquisition of TM and WCM, winias a result of a settlement agreement
with the seller in 2015, the amount of the debentuas reduced to $6,000. The convertible
debenture is due in 2017, with interest payablé.@fo per year, payable quarterly in arrears.
The convertible debenture (including any accruetdiarpaid interest) may be converted by the
holder, at their option, into common shares of Aftyoat an exercise price of $1.45 per share.
There have been no conversions to date. Becaasetienture has a conversion feature it is a
compound financial instrument. Accordingly, then@many estimated the liability and equity
components initially as $7,292 and $208 respegtivEthe liability component was determined
based on the fair value of a similar liability wotlt a conversion feature. The equity component
was determined based on the difference betweefaithealue of the debenture as a whole and
the fair value of the liability component. As rdsaf the settlement agreement with the seller in
2015 the Company retroactively revised the liapiihd equity components to $5,833 and $167
respectively. Over the term of the debenture #i# domponent will be accreted to its face value
using the effective interest method. Accretion ergaefor the three months ended December 31,
2015 relating to this debenture was $78 (2014 ).$78

The Company entered into a $4,000 convertible debemagreement on September 15, 2015, in
connection with a refinancing. The convertible@letore is due in September 2017, with interest
payable at 5.0% per year, payable semi-annuallyrgars. The convertible debenture (including
any accrued and unpaid interest) may be convestgtebholder, at their option, into common
shares of Almonty at an exercise price of $0.81spare. Because the debenture has a conversion
feature it is a compound financial instrument. @éwaingly, the Company estimated the liability
and equity components initially as $3,659 and $@&&pectively. The liability component was
determined based on the fair value of a simildniliiy without a conversion feature. The equity
component was determined based on the differertee=ba the fair value of the debenture as a
whole and the fair value of the liability componer®ver the term of the debenture the debt
component will be accreted to its face value ugimg effective interest method. Accretion
expense for the three months ended December 3%,r2Giting to this debenture was $90 (2014
- nil).
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* Woulfe has an unsecured convertible debentureanithlance as of December 31, 2015 of $434,
including accrued interest of $84 (of which $11 wasrued in the three month period ended
December 31, 2015), which is due on demand, andiegdnterest at 12% per annum. As the
debenture was extended beyond its original due taedifference between the carrying value
and the face value when the loan was advanced des folly accreted. The $350 principal
portion of the loan is convertible, under the Agament, into 313,173 Units, with an exercise
price of $1.12 per Unit. Each Unit is comprisedooe common share of Almonty, and one
common share purchase warrant which may be exdrfise period of two years from the date
the Units are exercised, to acquire one commoresfadlmonty for $1.12.

As at December 31, 2015, the components of theeztible debentures are summarized as follows:

December 31 September 30

2015 2015
Face value 10,424 10,424
Balance to be accreted (372) (443)
10,052 9,981

Changes in the balances of the convertible debesmtiuring the period are summarized as follows:

December 31 September 30

2015 2015
Balance, beginning of period 9,981 5,833
Debentures issued, liability component - 3,659
Debenture assumed on acquisition - 409
Interest 179 339
Interest paid (108) (259)
Balance, end of period 10,052 9,981

e) The capital leases relate to certain equipmentehttles. The leases carry implied interest rates

between 3.00% and 8.50%.

f) Payments are due as follows under the terms ofahieus debts, as of December 31, 2015:

Within the next year 13,512
Between one and five years 32,041
45,553
Less: Imputed interest on capital lease obligations (66)
Less: Equity balance to be accreted (372)
45,115
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11.

Restoration and Other Provisions

Included in liabilities are reserves for the futuestoration of the Company's mining properties, in
accordance with local requirements, as follows:

Balance at September 30, 2014 1,262
Revisions in estimated cash flows and changessimagtions 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 irsamptions -
Accretion expense 25
Translation adjustment 171
Balance at December 31, 2015 3,184

There is a restoration provision of $649 (Septen30e2015 - $638) with respect to Daytal’s future
obligation to restore and reclaim the mine ontad ceased to mine tungsten ore from the Los Santos
Project. The restoration provision, which increabg $109 during the year ended September 30,
2015, represents management's estimate of thenpregae of the rehabilitation costs relating te th
mine site which are expected to be incurred in 28i€& the mine ceases production. Daytal has
used a 5% discount rate and assumes an inflatiernf2% per year in calculating its estimatese Th
Company is in the process of having its mine plachr@storation provision reviewed by the relevant
authorities in Spain, and until this is completdte Company has posted an insurance policy for
$4,406, that is valid until July 2016, designecctwer the reclamation costs should Daytal cease
operations before July 2016 and be unable to ffitfireclamation obligations.

Banco Popular has posted a bank warranty of $2#febalf of Daytal with the Region of Castilla y
Leon, Trade and Industry Department as a form pbdi to cover the expected costs of restoring
the mining property. This was required by Dayt&8s/ironmental Impact Statement, that forms a
part of its mining and exploitation license on thes Santos Project, and is valid until July 2016.

There is a restoration provision of $2,450 (Sept&mnd®, 2015 - $2,268) with respect to Wolfram
Camp's future obligation to restore and reclaimrtiiee once it has ceased to mine tungsten and
molybdenum ore from Wolfram Camp. The restorapoovision, which was increased by $1,475
during the year ended September 30, 2015, repsesemiagement's estimate of the present value of
rehabilitation costs relating to the mine site vilhice expected to be incurred in 2019 after theemin
ceases production. Wolfram has used a 3.25% discate and assumes an inflation rate of 1.5%
per year in calculating its estimates.

As at December 31, 2015, the Company had $1,318d®bder 30, 2015 - $1,223) in restricted cash
on deposit with the Queensland Government, DepattoféNatural Resources and Mines as required
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12.

by the Department of Environment and Heritage Rtaie, based on a revised mine plan approved

during the year ended September 30, 2015, thatreghan increase in the deposit of $314 during
that year.

There is a restoration provision of $85 (Septen@fr2015 - $81) with respect to the Woulfe
properties. The provision was determined basedhenlevy imposed by the relevant local
government authority.

Included in provisions is $337 (September 30, 20$841) related to employee benefit obligations
in respect of a government mandated pension plsivionlfe's Korean subsidiary.

Share Capital

Common Shares -

Number of Amount
Shares $
Authorized - Unlimited number of common shares

Issued and outstanding

Outstanding at September 30, 2014 48,996,491 31,179
Shares issued on the acquisition of Woulfe 37,75%,9 29,845
Shares repurchased under NCIB (267,500) (197)
Outstanding at September 30, 2015 86,484,919 60,827
Shares repurchased under NCIB (2,500) (2)
Shares issued for cash 625,000 411
Outstanding at December 31, 2015 87,107,419 61,236

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 grossopeeds of $500. Each Unit is comprised of one
Common share in the capital of the Company andhaiffeof one common share purchase warrant
(each whole warrant, a “Warrant”), with each Watrheing exercisable to acquire one Common
share at a price of $0.90 for a period of two yéaltewing the closing date of the placement. The
Company allocated the $500 proceeds between thesshad the warrants issued, based on the
relative value of the components. The value ofdhares was based on the closing value of the
Company’s shares on the closing date of $0.80,thed/alue for the warrants using the Black-
Scholes pricing model at the issue date as $0.8d@a@rrant based on a share price volatility of 87%
based on historical volatility, a risk free rate0db6%, and with no expected dividend yield over th
life of the two year warrant. As a result, the amtowas allocated as to $411 to share capital and
$89 to contributed surplus.

As described in Note 4(a), on June 4, 2015, thefgamy issued 2,949,723 shares, at a market price

of $0.56 per share, amounting to $1,652, as coratide for the acquisition from Dundee of
29,497,229 shares of Woulfe.
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As described in Note 4(a), on September 10, 201 ,Gompany issued 34,806,205 shares, at a
market price of $0.81 per share, amounting to $8,4s consideration for the remaining 92% of
the shares of Woulfe.

The Company commenced a Normal Course Issuer Bi@I@"), through the facilities of the TSX-

V, on December 20, 2013, with the intention of magking up to 901,627, or 2.4% of the shares
outstanding at that time, on the open market aptbeailing market price on the TSX-V, with any
shares acquired to be cancelled. The bid termdnateDecember 19, 2014, and 9,000 shares were
purchased during the year ended September 30, 281%5. The purchased shares were cancelled.

The Company commenced another NCIB on Decembe?2@84, which terminated on December
28, 2015, with the intention to purchase, from ttméme, as it considered advisable, up to 1,431,0
common shares (which was equal to 2.9% of the audgtg common shares at that time) on the
open market through the facilities of the TSX-Vtlwany such shares acquired to be cancelled.
During the year ended September 30, 2015, a tb26&500 shares were purchased for $191, and
during the three month period ended December 315,28500 shares were purchased for $2. The
purchased shares were cancelled.

Warrants -
The Company has issues warrants in connectionfimgincing and acquisitions.

The outstanding warrants as of December 31, 208 Swanmarized as follows:

Exercise
Expiry Date Price Warrants
September 13, 2016 $1.17 1,029,000
September 16, 2016 $1.17 322,391
March 7, 2019 $1.26 3,482,769
October 8, 2017 $0.90 312,500

5,146,660

In connection with the Arrangement transaction Witloulfe, warrants that were outstanding in
Woulfe were carried forward to become warrantsciguae 4,834,160 common shares of Almonty,
which warrants expire in 2016 and 2019.

In connection with a private placement financing@ctober 9, 2015, the Company issued 312,500
warrants, with each warrant allowing the holdemptochase one Almonty share for $0.90, until
October 8, 2017.

Incentive Stock Options -

Under Almonty's stock option plan, the Company geant options to directors, officers, employees
and consultants for up to 10% of the issued anstanding common shares of the Company. As of
December 31, 2015, there were 8,710,741 optiondadla in the plan, of which 5,393,546 have
been granted and 3,317,195 are available to bdegtarinder the plan, the exercise price of an
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option may not be less than the closing marketepdiaring the trading day immediately preceding
the date of the grant of the option, less any apple discount allowed by the TSX-V. Options can
be granted for a maximum term of 10 years and aesgite discretion of the Company's Board of
Directors. The plan was approved by Almonty’s shalgers at its Annual and Special Meeting of

Shareholders held on March 26, 2014.

Number of

Share Options
Options outstanding at September 30, 2014 1,800,000
Options expired/forfeited (125,725)
Options granted 2,769,271
Options outstanding at September 30, 2015 4,443,546
Options granted 950,000
Options outstanding at December 31, 2015 5,393,546

As of December 31, 2015, the outstanding optioassammarized as follows:

Weighted
Average Weighted
Remaining Average

Range of Number Contractual  Exercise
Exercise Prices Outstanding Life Price
$0.50 - $0.75 2,100,000 9.1 years $0.656
$0.76 - $1.00 1,717,400 6.4 years $0.863
$1.00 - $1.70 1,576,146 5.8 years $1.048

5,393,546 7.3 years $0.840

The Company granted 700,000 incentive stock optiorm®nsultants on December 5, 2014, that are
fully vested (the options vested evenly over thelv@-month period from the grant date). Each
option is exercisable into one common share aice f $0.67 per share for a period of ten years
from the date of grant. The value of the serviegglered in exchange for these options was not
readily determinable. As a result, the value weteminined using the Black-Scholes option pricing
model. The grant resulted in stock-based compemsakpense of $114 being recorded in general
and administrative expenses and Contributed sudhlugsg the three months ended December 31,
2014. The value of the stock options granted wéesraened using the Black-Scholes option pricing

model, based on a risk-free interest rate of 1.968katility of 35% based on historical volatility,
expected life of 10 years, and expected dividerttlyof 4.06%, as of the date of the grant.

The Company granted 700,000 incentive stock optiofoard members and employees on January
6, 2015, that vested immediately. Each optionxey@sable into one common share at a price of
$0.65 per share for a period of ten years fromdidte of grant. The grant resulted in stock-based
compensation expense of $110 being recorded inrgersand administrative expenses and

Contributed surplus. The value of the stock optigrasted was determined using the Black-Scholes
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option pricing model, based on a risk-free interatt of 1.65%, volatility of 35% based on histatic
volatility, expected life of 10 years, and expedaiéddend yield of 4.06%, as of the date of thengra

The Company granted 250,000 incentive stock optionemployees on February 10, 2015, that
vested immediately. Each option is exercisable arte common at a price of $0.69 per share for a
period of ten years from the date of grant. Thengresulted in stock-based compensation expense
of $40 being recorded in general and administraxgenses and Contributed surplus. The value of
the stock options granted was determined usingkhek-Scholes option pricing model, based on a
risk-free interest rate of 1.43%, volatility of 3598@sed on historical volatility, expected life & 1
years, and expected dividend yield of 3.94%, ab@flate of the grant.

The Company granted 50,000 incentive stock optiors employee on April 16, 2015, that vested
immediately. Each option is exercisable into oammon share at a price of $0.64 per share for a
period of ten years from the date of grant. Thengresulted in stock-based compensation expense
of $7 being recorded in general and administragxeenses and Contributed surplus. The value of
the stock options granted was determined usingkhek-Scholes option pricing model, based on a
risk-free interest rate of 1.43%, volatility of 3598@sed on historical volatility, expected life & 1
years, and expected dividend yield of 3.94%, ab®flate of the grant.

The Company granted 350,000 incentive stock optioremployees on June 24, 2015, that vested
immediately. Each option is exercisable into oammon share at a price of $0.64 per share for a
period of ten years from the date of grant. Thengresulted in stock-based compensation expense
of $108 being recorded in general and adminiseatixpenses and Contributed surplus. The value of
the stock options granted was determined usin@liek-Scholes option pricing model, based on a
risk-free interest rate of 2.25%, volatility of 358ased on historical volatility, expected life df 1
years, and no expected dividend yield, as of the ofithe grant.

On September 10, 2015, the Company granted 719rR&htive stock options to holders of
outstanding Woulfe options on the closing of thenRif Arrangement, as replacement options, which
vested immediately, and which expire at varioussldtefore December 14, 2016, with exercise
prices between $0.97 and $1.70 per share (Notg 4(a)

On November 9, 2015, the Company granted 50,00@ ghtions to an employee pursuant to the
Company's stock option plan. The options vest idiately, and are exercisable for a period of ten
years from the grant date at $0.50 per share. fidre gesulted in stock-based compensation expense
of $20 being recorded in general and administraikgenses and Contributed surplus. The value of
the stock options granted was determined usin@thek-Scholes option pricing model, based on a
risk-free interest rate of 1.59%, volatility of 7@8&ased on historical volatility, expected life & 1
years, and no expected dividend yield, as of tie dfthe grant.

On December 24, 2015, the Company granted 900 0@ options to Directors pursuant to the
Company's stock option plan. The options vest idiately, and are exercisable for a period of ten
years from the grant date at $0.80 per share. fidre gesulted in stock-based compensation expense
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of $150 being recorded in general and administeagxpenses and Contributed surplus. The value
of the stock options granted was determined usiaddtack-Scholes option pricing model, based on
a risk-free interest rate of 1.40%, volatility &% based on historical volatility, expected lifeld¥
years, and no expected dividend yield, as of tie dithe grant.

13. Income Taxes

Almonty has the following non-capital tax losseattexpire in the years indicated:

Canada Spain Korea Australia
Year CAD$ EUR CAD AUD$

2020 - - 94 -
2021 - - 1,094 -
2022 - - 3,289 -
2023 - - 2,383 -
2024 - - 22 -
2025 - - 4,888 -
2026 - - 2,092 -
2027 or later 5,424 12,669 22,092 20,947
Non-capital losses in local curre 5,424 12,669 35,955 20,947
Non-capital losses in CAD$ 5,424 17,903 35,955 19,879
Total non-capital losses in CAD$ 79,161

14. Earnings (loss) per Share

Basic income (loss) per share amounts are calcubgtelividing net income (loss) for the period by
the weighted average number of common shares odistaduring the period. Diluted income (loss)
per share amounts are calculated by dividing reetrre (loss) for the period by the weighted average
number of fully diluted common shares outstandingrdy the period using the Treasury Method.

Three months ended
December 31

Basic 2015 2014

Net income (loss) for the period (5,242) (1,281)
Weighted average common shares outstanding 87,046,29%8,995,037
Basic income (loss) per common share ($0.06) ($0.03)
Fully Diluted 2015 2014

Net income (loss) for the period (5,242) (1,281)
Weighted average fully diluted common shares 87,®16,2 48,995,037
Fully diluted income (loss) per common share ($0.06)  $0.¢3)
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15.

The weighted average number of fully diluted comrbares outstanding is derived by adding the
effect of all dilutive securities (calculated usihg treasury method) to the weighted average numbe
of common shares outstanding.

As at December 31, 2015 and December 31, 2014xdreise price of all outstanding share options,
warrants and the convertible debentures were hitjlaer the market price of the Company's shares,
combined with the fact the Company was in a losstiom, such that the exercise of the options and
warrants and conversion of the debentures would baen anti-dilutive.

Segment Information

The Company’s operations are segmented on a rddiiasia and are reported in a manner consistent
with the internal reporting provided to the chigieoating decision-maker. The chief operating
decision-maker who is responsible for allocatingotgces and assessing performance of the
operating segments has been defined as the Cheeluixe Officer.

Management monitors the business of Almonty amglesicommodity segment, whose operations
relate to the exploration and mining of tungsteross three geographical locations; Spain, Australia
and the Republic of Korea.

For management reporting purposes, the Companyganized into business units based on its

products and activities, and has four reportab&rating segments, as follows:

» The Los Santos Mine located in Spain, whose omratielate to the exploration and mining of
tungsten, that is ultimately sold as tungsten cotnate;

« Wolfram Camp located in Queensland, Australia, vehmserations relate to the exploration and
mining of tungsten and molybdenum, that is ultimateold as tungsten concentrate and
molybdenum concentrate;

e The Valtreixal Project located in Spain, whose afiens relate to the exploration and evaluation
activities related to the Valtreixal tin/tungstenject; and

* Woulfe, which is evaluating the Sangdong tungstarertocated in Gangwon Province, Republic
of Korea.

The Company monitors the operating results of prating segments separately for the purpose of
making decisions about resource allocation andopednce assessment. Segment performance is
evaluated based on earnings (losses) from minirggatipns and is measured consistently with
earnings (losses) from mining operations in therim condensed consolidated financial statements.
However, Almonty’s financing (including finance ¢t®sand finance income) and income taxes are
managed on a group basis, and are not allocaigpki@ting segments.

The accounting policies used by Almonty in repgtsegments internally are the same as those
contained in Note 3.
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Three months ended December 31, 2015 Wolfram Adjuztnn(;ents
Los Santos Camp  Valtreixal Woulfe Corporate eliminations Consolidated

Revenue 5,601 2,580 - - 447 (447) 8,181
Production costs 4,127 4,555 - - - - 8,682
Impairment of mine assets - - - - - - -
Depreciation and amortization 1,886 133 - - - - 2,019
Earnings (loss) from mining operations (412) (2,108) - - 447 (447) (2,520)
Expenses
General and administrative 893 365 4 38 764 (447) 1,617
Interest expense 85 17 - 366 317 (250) 535
Foreign exchange (gain) loss (17) (29) - 86 503 27 570
Income (loss) before income taxes (1,373) (2,461) (4) (490) (1,137) 223 (5,242)
Capital expenditures 986 312 184 445 - - 1,927
December 31, 2015
Assets

Current 4,944 1,563 772 120 302 - 7,701

Non-current 41,826 21,792 3,948 43,905 28 - 111,499
Total assets 46,770 23,355 4,720 44,025 330 - 119,200
Total Liabilities 19,166 10,219 34 13,193 30,821 - 73,433
September 30, 2015
Assets

Current 5,013 2,045 744 296 445 - 8,543

Non-current 41,657 20,098 3,741 43,460 28 - 108,984
Total assets 46,670 22,143 4,485 43,756 473 - 117,527
Total Liabilities 17,092 7,699 590 13,140 30,004 - 68,525
Three months ended December 31, 2014 Wolfram Adjuztnrzents

Los Santos Camp  Valtreixal Woulfe Corporate €liminations Consolidated

Revenue 6,718 2,007 - - 425 (425) 8,725
Production costs 1,443 4,893 - - - - 6,336
Impairment of mine assets - - - - - - -
Depreciation and amortization 1,488 473 - - - - 1,961
Earnings (loss) from mining operations 3,787 (3,359) - - 425 (425) 428
Expenses
General and administrative 920 250 4 - 761 (520) 1,415
Interest expense 120 20 - - 142 - 282
Foreign exchange (gain) loss (13) 11 - - 14 - 12
Income (loss) before income taxes 2,760 (3,640) (4) - (492) 95 (1,281)
Capital expenditures 1,211 1,166 730 - - - 3,107
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Geographic Information -

Revenue Non-current Assets
Three months ended
December 31 December 31 September 30

Country 2015 2014 2015 2015

Spain 5,601 6,718 45,774 45,398

Australia 2,580 2,007 21,792 20,098

South Korea - - 43,905 43,460

Canada - - 28 28
Total 8,181 8,725 111,499 108,984

16. Financial Instruments, and Financial Risk Managen@jectives and Policies

Classification of Financial Instruments

Financial instruments classified as fair value tigto profit or loss are carried at fair value on the
interim condensed consolidated balance sheet,laes in fair values are recognized in netincome
(loss) for the period.

The following provides the allocation of financiaistruments and their associated financial
instrument classifications as at December 31, 2015:

Loans and
receivables /
Other financial

FVTPL* liabilities Total
Measurement basis (Fair value)Amortized cost
Financial assets
Cash and cash equivalents 118 - 118
Restricted cash 1,313 - 1,313
Trade receivables - 94 94
Total 1,431 94 1,525
Financial Liabilities
Bank indebtedness - 3,069 3,069
Accounts payable and accrued liabilities - 17,918 17,918
Long-term debt - 45,115 45,115
Total - 66,102 66,102

*Financial instruments classified asfair value through profit and loss

Fair Value Hierarchical Levels
Fair value hierarchical levels are directly deteradi by the amount of subjectivity associated with
the valuation inputs of these assets and lialslitend are as follows:
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Level 1 - Inputs are unadjusted, quoted pricexctive markets for identical assets or liabilities
at the measurement date
Level 2 - Inputs (other than quoted prices inclutgtedevel 1) are either directly or indirectly

observable for the asset or liability through clatien with market data at the
measurement date and for the duration of the im&nt’'s anticipated life.

Level 3- Inputs reflect management’s best estirpatehat market participants would use in
pricing the asset or liability at the measuremeé dConsideration is given to the risk
inherent in the valuation technique and the riglenent in the inputs to determining
the estimate.

As of December 31, 2015, cash and cash equivatentgestricted cash, which are carried at fair
value, were based on Level 1 inputs. Managemenassessed the carrying values of financial assets
and financial liabilities, other than Level linpuasid believes the amortized cost of these assdts a
liabilities is a reasonable approximation of faatue.

Financial Risk Management Objectives and Policies
Almonty’s principal financial instruments comprisash deposits and long-term debt.

The main purpose of these instruments is to prosédd flow funding for the operations of Almonty
and its controlled subsidiaries, Almonty Sub, DEWARS, TM, WCM, Woulfe and Woulfe Subs.
Almonty has various other financial assets andlit@s such as trade receivables and trade pagable
which arise directly from operations.

The main risks arising from Almonty’s financial tnaments are interest rate risk, foreign currency
risk, commaodity price risk, credit risk and liquigrisk.

Interest raterisk

Almonty’s exposure to the risk of changes in maiktdrest rates relates to cash at banks, and long-
term debt with a floating interest rates, and an®yayable to Almonty under its supplier finance
program that is part of its long-term supply agreetwith its major customer.

The Company currently has $45,115 in short and-teng debt outstanding at varying levels of
fixed and floating interest rates of between 0.0P2.0%. A portion of the floating rate debt tatgli
$4,194 is based on a fixed spread over the 6-mBatibor rate. Any movement in the 6-month
Euribor rate over remaining term of the long-tersbwith have an impact on the amount of interest
paid by the Company. For every 100 basis poile).movement in the Euribor rate will cause the
amount the Company is required to pay in monthigrst to fluctuate +/- $3. The remaining floating
rate debt of $13,840 is based on a fixed spreadtbee3-month Libor rate. Any movement in the
3-month Libor rate over remaining term of the Idegn debt with have an impact on the amount of
interest paid by the Company. For every 100 hasist (1.0%) movement in the 3-month Libor rate
will cause the amount the Company is required toipanonthly interest to fluctuate +/- $11.

The Company may in the future become a borrowemnofdditional material amount of funds or
repay its existing outstanding long-term debt at time without penalty. The Company’s primary
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operations are located in Spain, Australia and EoFle ongoing uncertainty in the financial markets
may have a negative impact on both the Companytsdiborrowing costs and its ability to obtain
debt financing.

Foreign currency risk

Almonty’s wholly-owned indirect subsidiary, Daytalperates in Spain in Euros (€). Its outputis a
commodity that is primarily denominated in Unitetht8s dollars (US$) and Almonty’s reporting
currency is in Canadian dollars (CAD$). As sucliménty’s interim condensed consolidated
balance sheet can be significantly affected by mmrés between the three currencies (CAD$, US$
and €).

During the three months ended December 31, 20&¥alue of the € relative to the CAD$ decreased
from €1.00 = CAD$1.4950 as at September 30, 20151t60 = CAD$1.5029 as at December 31,
2015. As of December 31, 2015, a 5% change indahee of the CAD$ relative to the Euro would
have an impact on net income of approximately 04 - $140).

During the three months ended December 31, 20E5ydiue of the US$ relative to the CAD$
increased from US$1.00 = CAD$1.3394 as at SepteBhe2015 to US$1.00 = CAD$1.3840 as at
December 31, 2015. As of December 31, 2015, als@age in the value of the CAD$ relative to
the US$ would have an impact on net income of apprately $400 (2014 - $400).

Almonty’s wholly-owned indirect subsidiary, Wolfra@amp, operates in Australia in Australian
dollars (AUDS$). Its output is a commodity thatpsmarily denominated in United States dollars
(US$) and Almonty’s reporting currency is in Carsaddollars (CAD$). As such, Almonty’s interim
condensed consolidated balance sheet can be sagnifi affected by movements between the three
currencies (CAD$, US$ and AUDS$).

During the three months ended December 31, 20&5ydhue of the AUD$ relative to the CAD$
decreased from AUD$1.00 = CAD$0.9402 as at SepteBe2015 to AUD$1.00 = CAD$1.0099
as at December 31, 2015. As of December 31, 209% change in the value of the CAD$ relative
to the AUD$ would have an impact on net incomepgraximately $120 (2014 - $180).

Currency movements during the three months endegrleer 31, 2015 resulted in the Company
recording a cumulative translation adjustment géil,339 (2014 - $472). This amount is recorded
as other comprehensive income (loss) on the intesimdensed consolidated statements of operations
and comprehensive income (loss) and accumulatedt ottmprehensive income (loss) as a separate
line item in Shareholders’ equity.

Commodity pricerisk

Almonty’s policy is to maintain exposure to comnitgddrice movements at its mining operations.
The Company sells W{xoncentrate that is denominated in US$ per MTWer{ +/- US$10.00
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17.

movement in the average price of 1 MTU of Europaammonium para tungstate as quoted on the
Metal Bulletin Exchange impacts the Company’s rexeby +/- US$8.00 per MTU of WO

Credit risk

Almonty’s maximum exposure to credit risk, exclugliihe value of any collateral or other security,
is the creditworthiness of its customer that israpeg as counterparty to Almonty’s supplier
financing program. All invoices submitted to itsajor customer under its long-term supply
agreements are subject to a supplier finance pmograd a factoring fee that varies with a fixed
spread to the 6-month LIBOR rate. Almonty is exgubo fluctuations in the 6-month LIBOR rate
up to a maximum of movement of 250 basis pointsr dvery 100 basis point movement in the 6-
month LIBOR rate would impact the Company’s casiwfby +/- US$1.00 for each US$100.00 in
revenue. Almonty assigns all trade receivablesat@subject to the supplier finance program to a
third party bank and receives prepayment from t@ngklon the invoices assigned. The availability
of this program rests solely on the ability of Alntg's customer to continually pay down the supplier
financing facility as it comes due in order to ereséilmonty has access to draw on the facility when
it ships WQ concentrate to its customer under the agreemiétiie 6-month LIBOR rate were to
exceed the maximum amount or if Almonty were tdor@er have access to the supplier financing
program it would revert to normal trade terms viishcustomer.

Liquidity risk

Almonty’s objective is to use cash and cash eqaiual finance leases, inter-company participating
loans, third party loans (see Note 10, Long-ternbtCier debt maturities) and equity in order to
maintain liquidity. Almonty’s policy is to maximé liquidity in order to enable the continued
development of the mines and operations of thetplamd to enable the development of its projects.
All financial liabilities with a contractual ternf @2 months or less are classified as current.

Capital Management

The primary objective of Almonty’s capital manageris to ensure that it maintains a strong credit
rating and healthy capital ratios in order to supjte business and maximise shareholder value Th
Company manages its capital structure and makestawgnts to it, in light of changes in economic
conditions. To maintain or adjust the capital dinoe, Almonty may adjust the dividend payment to
shareholders, return capital to shareholders aeisew shares. Almonty monitors capital using a
gearing ratio, which is net debt, divided by equitys net debt. Almonty’s policy is to maintaireth
gearing ratio between 5% and 40%. Net debt far phirpose includes interest-bearing loans and
borrowings and trade and other payables, less andhcash equivalents and receivables from
government tax authorities. Almonty is not exposedny externally imposed capital requirements.
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December 31 September 30

2015 2015
Accounts payable and accrued liabilities 17,918 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 63,810 57,827
Shareholders’ equity 45,767 49,002
Equity and net debt 109,577 106,829
Gearing ratio 58.2% 54.1%

The gearing ratio exceeded the targeted rangeSepa¢mber 30, 2015 and December 31, 2015 due
to the continued deterioration in the commoditc@renvironment having a negative impact on net
income. The Company is working to improve its figdtfility, raise additional equity capital and /or
reduce its outstanding debt levels in order torrethie gearing ratio to targeted levels.

Commitments and Contingent Liabilities

The Company's subsidiary, Daytal, owns the Los @&aRrroject, near the town of Los Santos,
Salamanca in western Spain. Daytal rents thewdragte the Los Santos Project is located from local
property owners and municipalities. The leasegadnom 10 to 25 years and have expiry dates
between 2017 and 2032. On all leases greaterlibgmars, Daytal has the right to terminate the
leases under certain circumstances without penaftgual lease commitments total approximately
$258, payable throughout the year on the annivedates of the individual leases.

The mining license for the Los Santos Project wasitgd in September 2002, for a period of 30
years and is extendable for 90 years. Daytal pagsnal land taxes, and there are no other royalty
payments associated with the license. The Comiilasyapplications in the ordinary course to renew
the permits associated with its mining license thateems necessary and/or advisable for the
continued operation of its business. Certain ef@ompany’s permits to operate that are associated
with the mining license are currently under appl@afor renewal.

Daytal has a long-term contract with MOVITEX — Mmentos de Tierras Y Excavaciones, S.L.U.
(“MOVITEX ") under which MOVITEX carries out contract miniagtivities for Daytal on the Los
Santos Project. Daytal currently does not have raming capabilities of its own and relies on
MOVITEX for all mining activity, including waste ok removal, pit development and delivery of
ore to Daytal’s crushing and processing plant. dimeent contract with MOVITEX runs for the life
of the mine. Any disruption in the contract minisgrvices provided by MOVITEX would have a
negative impact on Daytal's short-term economidiiy.
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19.

20.

The Company has the following tenement commitmentslation to exploration tenements held by

TM and WCM. The Department of Mines and Natural®eses (Queensland, Australia) aggregates
expenditure commitments over the first three te fyears of the term and allows for variations to

commitments should these be required due to opesdtpracticalities:

Year ending September 30:

2016 771
2017 273
2018 324

1,368

The Company's mining and exploration activities sarbject to laws and regulations relating to the
environment, which are continually changing, andegally becoming more restrictive. The

Company believes its operations are materially amgliance with all applicable laws and

regulations. The Company has made, and expectsike m the future, expenditures to remain in
compliance.

Related Party Transactions

During the three months ended December 31, 201%tmpany incurred costs for officers and
directors, in accordance with the terms of thempensation arrangements, of $116 (2014 - $100),
none of which was owing as at December 31, 20h5addition, $150 (2014 - nil) of share-based
compensation expense for the three months endeeniiexr 31, 2015 was attributable to officers
and directors.

During the year ended September 30, 2015, the Cayngaued a $4,000 convertible debenture to
Deutsche Rohstoff AG (“DRAG”), a company that iseatisting shareholder of Almonty, and whose
CEO is a member of the Board of Directors of thenfany. The Company also has a $6,000
convertible debenture with DRAG, issued in 2014r the three-month period ended December 31,
2015, interest of $111 (2014 - $61) was accrued $23 (2014 - nil) of accrued interest was paid.

Subsequent Events

On January 1, 2016 Almonty issued a secured promyis®te for gross proceeds of US$1,000 to
DRAG, an existing shareholder and related partthefCompany, that will mature on January 1,
2017, and bears interest at a rate of 6% per anpayable at the maturity date. The note is secured
by the existing security granted to DRAG in conimttvith their existing $4,000 debenture.

On January 6, 2016 Almonty acquired a 100% ownprstierest in Beralt Ventures Inc. (“BVI")

from Sojitz Tungsten Resources, Inc. BVI, throutghwholly-owned subsidiaries, is the 100%

owner of the various rights and interests compgidile Panasqueira tungsten mine in Covilha,

Castelo Branco, Portugal (the “Panasqueira Min&lhonty acquired 100% of the shares of BVI

for €1.00 and purchased €12,260 of debt owedhad party by a wholly-owned subsidiary of BVI,
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in exchange for a cash payment of €1,000 on claaitha promissory note issued by Almonty in

the principal amount of €500, bearing interestlatper annum, maturing December 29, 2017. The
Panasqueira tungsten mine has been in productme 4i896, and is located approximately 260
kilometres northeast of Lisbon, Portugal.

On January 6, 2016 the Company entered into areagnat with respect to an expansion of its
existing US$10,000 term loan by up to US$14,00te(“Support Agreement”). The Company has
entered into a long-term US$7,000 working capitahnl agreement (the “Working Capital Loan”),
representing the first tranche of funds under thep8rt Agreement, whereby the Company will be
able to draw down on the facility based on productind the granting security over certain assets
of the Company. The second tranche is expectée tavailable in March 2016 on similar terms.
Principal and interest under the Working Capitahihds due under a revolving facility based on
production and APT pricing levels, and paymentd aily begin when the price of APT exceeds
US$254 MTU, with accelerating payments when theepdf APT exceeds $320 MTU. The loan
carries an interest rate of LIBOR plus 1.5%.

Comparative Amounts

Certain comparative figures have been reclassifianform to the current year's presentation.
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