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Management's Responsibility for Financial Reporting

The accompanying unaudited consolidated finantiééments for Almonty Industries Inc. were prepared
by management in accordance with International risiieh Reporting Standards (IFRS). Management
acknowledges responsibility for the preparation pregsentation of the consolidated financial statéme
including responsibility for significant accountifigdgments and estimates and the choice of acaaunti
principles and methods that are appropriate t&€ttrapany’s circumstances. In the opinion of managgme
the unaudited consolidated financial statemente h&en prepared within acceptable limits of madigria
and are in accordance with International Account8tgndard 34-Interim Financial Reporting using
accounting policies consistent with Internationahafcial Reporting Standards appropriate in the
circumstances.

Management has established processes, which placieto provide them sufficient knowledge to suppo
management representations that they have exercesssbnable diligence that (i) the unaudited
consolidated financial statements do not containwantrue statement of material fact or omit to estat
material fact required to be stated or that is ss@ey to make a statement not misleading in lighhe
circumstances under which it is made, as of the datnd for the periods presented by the unaudited
consolidated financial statements and (ii) the ditad consolidated financial statements fairly présn

all material respects the financial condition, Hssaf operations and cash flows of the Companyfdike
date of and for the periods presented by the utedidonsolidated financial statements.

The Board of Directors is responsible for reviewargl approving the unaudited consolidated financial
statements together with other financial informatad the Company and for ensuring that management
fulfills its financial reporting responsibilitiesThe Audit Committee assists the Board of Directiors
fulfilling this responsibility. The Audit Committemeets with management to review the financial g
process and the unaudited consolidated financitdsients together with other financial informatidithe
Company. The Audit Committee reports its findingstthe Board of Directors for its consideration in
approving the unaudited consolidated financiakstents together with other financial informatiortioé
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 Consolidated Financial Statements aat and for the three month periods ended
December 31, 2014 and 2013 have not been reviewgdtfee Company's auditor.



Consolidated Balance Sheets

As at December 31, 2014 and September 30, 2014
(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

Property, plant and equipment (Note 7)
Mine development (Note 8)

Tailings inventory

Deferred tax assets

Restricted cash (Note 5)

Other non-current 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 (Note 10)
Total Current Liabilities

Long-term debt (Note 10)
Restoration provision (Note 11)

Total Liabilities

Shareholders’ Equity

Share capital (Note 12)

Convertible debenture equity portion
Contributed surplus

Accumulated other comprehensive income
Retained earnings

Total Shareholders’ Equity

Total Liabilities and Shareholders’ Equity

See accompanying notes
2

December 31 September 30

2014 2014

(Restated —

Note 20)
9,441 14,847
1,274 483
1,530 1,497
8,199 6,648
395 620
20,839 24,095
17,563 17,839
26,727 26,789
15,955 14,514
4,374 3,569
1,230 956
262 285
66,111 63,952
86,950 88,047
1,685 1,041
812, 9,654
2,575 1,111
3,891 5,424
15,963 17,230
22,969 22,459
1,624 1,262
24,593 23,721
40,556 40,951
31,173 31,179
208 208
1,844 1,731
2,304 1,832
10,865 12,146
46,394 47,096
86,950 88,047




Consolidated Statements of Operations and Comprehsive Income

For the Three Months Ended December 31, 2014 and23

(in 000’s of Canadian dollars unless otherwise apte

Revenue

Mine operating costs

Production costs

Depreciation and amortization
Earnings from mining operations

Expenses
General and administrative

Interest expense
Foreign exchange (gain) loss
Income (loss) before income taxes

Income tax provision
Current
Deferred

Net income (loss) for the perio
Other comprehensive incom
Items that may be recdlassified subsequently to
profit/loss for the period
Foreign currency translation adjustment
Total comprehensive income (loss) for the period

Earnings (loss) per share (Note 1.
Basic income (loss) per share
Diluted income (loss) per share

See accompanying notes

2014 2013
(Restated —

Note 20)
8,725 5,463
6,336 2,523
1,961 624
428 2,316
1,415 513
(987) 1,803
282 92
12 64
(1,281) 1,647
(1,281) 1,647
472 1,891
(&0 3,538
($0.03) $0.04
($0.03) $0.04




Consolidated Statements of Changes in Shareholderisguity

For the Three Months Ended December 31, 2014 and 28
(in 000’s of Canadian dollars except for share am&u

Convertible Accumulated
Debenture Retained Other
Share Equity Comntribute d Eamings Comprehensive  Sharehtwlers’
Capital Component Surplus (Deficit) Income (Loss) Equity
Balance at September 30, 2013 21,996 - 1,675 2,754 882 27,307
Repurchase of common shares (12) (12)
Issuance of share options 56 56
Net income (loss) for the per 1,647 1,647
Foreign currency translation adjustrr 1,89: 1,891
Balance at December 31, 2013 21,984 - 1,731 4,401 2,773 30,889
Balance at September 30, 2014 31,179 208 1,731 12,146 1,832 47,096
Repurchase of common shares (6) (6)
Issuance of share options 113 113
Net income (loss) for the per (1,281 (1,281
Foreign currency translation adjustrr 472 472
Balance at December 31, 2014 31,173 208 1,844 10,865 2,304 46,394

See accompanying notes



Consolidated Statements of Cash Flows

For the Three Months Ended December 31, 2014 and 28
(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
Unrealized foreign exchange gain (loss)
Accretion
Other net non-cash charges/revaluations

Net change in non-cash working capital
Cash flow provided by (used in) operating activitie

Investing activities
Additions to property, plant and equipment and ndeeelopment

Cash flow used in investing activities

Financing activities
Repurchase of common stock
Payment of long-term debt

Cash flow used in financing activities
Effect of foreign exchange on cash

Net decrease in cash and cash equivalents duringetiperiod
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

See accompanying notes

2014 2013
(Restated —
Note 20)

(1,281) 1,647
113 56
1,961 624

401 -

8 -

8 (8)
1,210 2,319
(2,512) (1,034)
(1,302) 1,285

(3,107) (1,540)
(3,107) (1,540)

(6) (12)
(801) (576)
(807) (588)
(190) 56
(5,406) (787)
8414, 1,083
9,441 296




Almonty Industries Inc.

Notes to Consolidated Financial Statements
(Unaudited)

(In 000's of Canadian dollars, unless otherwisediot

1.

Description of Business

Almonty Industries Inc. (“Almonty” or “the Companyfs incorporated in Canada. The Company’s
shares are listed on the TSX Venture Exchange uhdesymbol All. The head office of the
Company is located at 100 King Street West, Suit@gd5Toronto, Ontario, M5X 1C7. The

principal business of Almonty is the mining, pragieag and shipping of tungsten concentrate from
the Los Santos Project, a tungsten mine locategestern Spain and owned by the Company
through its wholly-owned subsidiary, Daytal Resesr&pain S.L. (“Daytal”), and the mining
processing and shipment of tungsten and molybdermnoentrate from the Wolfram Camp Mine
(Wolfram Camp), which was acquired by the Compamyseptember 22, 2014 (Note 4).

Daytal is wholly owned by the Company’s wholly owinsubsidiary, 7887523 Canada Inc.
(“Almonty Sub”). Almonty Sub has incorporated armmthwholly owned subsidiary, Valtreixal

Resources Spain (“VRS”). VRS owns a 25% interesheé Valtreixal tin/tungsten project located in
western Spain. VRS has an option to acquire timairging 75% of the project that it does not own
over the next 18 months. The principal businesgRf is the exploration of the Valtreixal Project.

Wolfram Camp is wholly owned through Almonty’s whobwned subsidiaries, Tropical Metals Pty
Ltd (“TM”) (15% ownership of Wolfram Camp) and Wadin Camp Mining Pty Ltd (“WCM”) (85%
ownership of Wolfram Camp).

Basis of Preparation of the Consolidated Finarsfatements

a) Statement of compliance

These consolidated financial statements of the @omave been prepared in accordance with
International Financial Reporting Standards (“IFR@% issued by the International Accounting
Standards Board (“IASB”), effective for the repogiperiod ended December 31, 2014.

These interim consolidated financial statement® teen prepared in accordance with International
Accounting Standard (“IAS”) 34 “Interim FinanciakRorting”. The interim consolidated financial
statements do not include all the information aistidsures required in the Company’s annual
financial statements and should be read in conpmakith the Company’s annual consolidated
financial statements for the year ended Septente2(@L4.

These financial statements have been preparechimtagical cost basis. In addition, these financial
statements have been prepared using the accrugldb@scounting.

The policies applied in these consolidated findnstatements are based on IFRS issued and
outstanding as of February 27, 2015, the date tivemecial statements were authorized for issuance
by the Board of Directors.

b) Basis of preparation
The consolidated financial statements have begraped on a going concern basis and include the
accounts of the 100% owned subsidiaries, Daytals VRImonty Sub, TM and WCM.



Almonty Industries Inc.

Notes to Consolidated Financial Statements
(Unaudited)

(In 000's of Canadian dollars, unless otherwisediot

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.

All intra-group balances, transactions, unrealizgins and losses resulting from intra-group
transactions and dividends have been eliminatédlion consolidation.

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
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

The following standards, amendments to standardsraerpretations have been identified as those
which may impact the consolidated financial statetmef Almonty. They have been issued but are
not yet effective and are available for early adwpt however, they have not been applied in
preparing these consolidated financial statements.

The Company has not early adopted these revisedastds and is currently assessing the impact that
these standards could have on future financiadistants.

IFRS 9 Financial Instruments: Classification and M@surement

IFRS 9, as issued, reflects the first phase oflA8B’s work on the replacement of IAS 39 and
applies to classification and measurement of firrassets and financial liabilities as defined in
IAS 39. The standard was initially effective fomaial periods beginning on or after January 1, 2013,
but Amendments to IFRS 9 Mandatory Effective DdtE-&S 9 and Transition Disclosures, issued
in November 2013, removed the mandatory effectate fom IFRS 9. IFRS 9 is now effective for
annual periods beginning on or after 1 January82CEntities may still choose to apply IFRS 9
immediately.

Amendments to IAS 16 — Property, Plant and Equipmen

In May 2014, the IASB has clarified that the useretenue-based methods to calculate the
depreciation of an asset is not appropriate beaawsaue generated by an activity that includes the
use of an asset generally reflects factors othan the consumption of the economic benefits
embodied in the asset. The IASB also clarified tfetenue is generally presumed to be an
inappropriate basis for measuring the consumptibthe economic benefits embodied in an
intangible asset. This presumption, however, @arebutted in certain limited circumstances. The
application date for the Company for this chang@dsober 1, 2016.



Almonty Industries Inc.

Notes to Consolidated Financial Statements
(Unaudited)

(In 000's of Canadian dollars, unless otherwisediot

Amendments to IFRS 11 — Joint Arrangements

In May 2014, IFRS 11: Joint Arrangements has bewvenaed to clarify how to account for the
acquisition of an interest in a joint operationttbanstitutes a business. The amendments specify
the appropriate accounting treatment for such agipns. The application date for the Company
for this change is October 1, 2017.

Amendments to IFRS 15 — Revenue from Contracts witRustomers

In May 2014, IFRS 15: Revenue from Contracts witlst@mers was issued to specify how and
when to recognise revenue and requiring such estiti provide users of financial statements with
more informative, relevant disclosures. The steshg@ovides a single, principles based five-step
model to be applied to all contracts with customérke application date for the Company for this
change is October 1, 2018.

3. Significant Accounting Policies

Cash and cash equivalents

Cash and cash equivalents comprise cash at barik hadd and short-term deposits with a maturity
of three months or less at the date of acquisitian are readily convertible to known amounts of
cash and which are subject to an insignificant oiskhanges in value.

Inventories

Inventories are valued at the lower of cost andrealizable value. Net realizable value tests are
performed at least annually and represent the atgtnfuture 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 contaiddJs of WO3 based on assay data, and the
estimated recovery percentage based on the expprtedssing method. 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 ¢

Tungsten ore and WO3 in concentrate, WO3 in cirnit ore stockpiles are physically measured or
estimated and valued at the lower of cost or redizable value. Net realizable value is the estanat
selling price in the ordinary course of businesss lestimated costs of completion and costs afigell
the final product. Cost is determined by the weddgrdverage method and comprises direct purchase
costs and an appropriate portion of fixed and eiaverhead costs, including depreciation and
amortization, incurred in converting materials ifitdshed goods.

Tailing inventories represents stockpiles of lowdg ore that has been mined and processed and is
available for reprocessing. As tailing inventonigt not be reprocessed within one year of the date
of these consolidated financial statements, theaeying amount related to the tailing inventories
has been classified as a non-current asset irotieotidated balance sheet statements.



Almonty Industries Inc.

Notes to Consolidated Financial Statements
(Unaudited)

(In 000's of Canadian dollars, unless otherwisediot

Property, plant and equipment and mine properties

Property, plant and equipment and mine propertiestated at cost, less accumulated depreciation
and accumulated impairment losses, if any. Thélnibst of an asset comprises its purchase price
or construction cost, any costs directly attriblgaio 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 whema aainstruction project moves into the production
stage.

Accumulated mine development costs are depreciated unit-of-production basis over the
economically recoverable reserves of the mine aoeck except in the case of assets whose useful
life is shorter than the life of the mine, in whichse the straight-line method is applied. The oit
account for the ROM costs are tonnes of ore whetteasinit of account for post-ROM costs are
recoverable MTUs of WO3. Rights and concessionsl@péeted on the unit-of-production basis over
the total reserves. The unit-of-production ratetf@ depreciation of mine development costs takes
into account expenditures incurred to date.

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.

Leases
Leases of plant and equipment under which Almosgumes substantially all the risks and benefits
identical to ownership are classified as capitatés. Other leases are classified as operatisgdea

Financial instruments

Financial assets -

All financial assets are initially recorded at faalue 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 thropgihations.

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

Financial assets classified as available-for-seder@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.

Transactions costs associated with FVTPL finaneissets are expensed as incurred, while
transaction costs associated with all other fir@rassets are included in the initial carrying antou
of the asset.

Financial liabilities -



Almonty Industries Inc.

Notes to Consolidated Financial Statements
(Unaudited)

(In 000's of Canadian dollars, unless otherwisediot

10

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

Financial liabilities classified as other financli@bilities are initially recognized at fair valless
directly attributable transaction costs. After iaitrecognition, 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 effectiverast rate is the rate that exactly discounts estich
future cash payments through the expected lifeheffinancial liability, or, where appropriate, a
shorter period.

Financial liabilities classified as FVTPL includiadncial 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 litkedl classified as FVTPL are recognized through
the statement of comprehensive income.

The Company has elected to apply the followingsifesitions to each of its significant categories
of financial instruments:

Asset/Liability Category Measurement
Casl Fair value through profit or lo Fair value
Accounts receivab Loans and receivabl Amortized cos
Bank indebtedne: Other financial liabilitie Amortized cos
Accounts payable and accrued Other financial liabilities Amortized cost
liabilities
Convertible debentur Other financial liabilitie Amortized cos
Term loans Other financial liabilities Amortized cost

Impairment of non-financial assets -

At each reporting date of the consolidated statémgfinancial position, the Company reviews the
carrying amounts of its tangible and intangiblests$o determine whether there is an indicatioh tha
those assets have suffered an impairment losaylsach indication exists, the recoverable amount
of the asset is estimated in order to determinexttent of the impairment loss (if any). Wheresit i
not possible to estimate the recoverable amouandhdividual asset, the Company estimates the
recoverable amount of the cash-generating unithiciwthe assets belong.

The recoverable amount is the higher of fair vdass 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 cashrgting unit) is estimated to be less than its dagy
amount, the carrying amount of the asset (or casiemting unit) is reduced to its recoverable



Almonty Industries Inc.

Notes to Consolidated Financial Statements
(Unaudited)

(In 000's of Canadian dollars, unless otherwisediot

11

amount. An impairment loss is recognized immedyatel the consolidated statement of
comprehensive income (loss), unless the relevaet &scarried at a re-valued amount, in which case
the impairment loss is treated as a revaluationedse.

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 thatdntave been determined had no impairment
loss been recognized for the asset (or cash-gamgratit) 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 statemeartd reported amount of revenues and expensegdurin
the reporting year. Estimates and underlying apsioms 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 eachhef equity and debt components of convertible
debentures, valuation of stock-based compensatianmants, share capital, deferred income taxes,
allowance for doubtful accounts, inventory valuafiore reserves and mineral resource estimates,
units-of-production depreciation, mine rehabilbatiand restoration provisions, exploration and
evaluation expenditures, deferred stripping expenes, tailing inventories, contingencies and the
valuation of intangibles of the Company. Managemaglieves that the estimates utilized in
preparing its consolidated financial statementsreasonable and prudent; however, actual results
may differ from those estimates.

Provisions

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

Provisions are measured at the present value ohgeament's best estimate of the expenditure
required to settle the present obligation as attmsolidated balance sheet date. If the effetiief
time value of money is material, provisions aredismted using a current pre-tax rate that reflects
the time value of money and the risks specifih®liability.

Revenue recognition

Revenue is recognized to the extent it is prob#idée the economic benefits will flow to Almonty
and its controlled entities and the revenue carel@bly measured. Revenue is measured at the fair
value of the consideration received or receivablkejuding discounts, rebates, and sales taxes or
duty. Almonty assesses its revenue arrangemenitssagaecific criteria in order to determine ifgt
acting as principal or agent. Almonty has concluithed it is acting as a principal in all of its exwue
arrangements. Revenue from the sale of goods éginéed when the significant risks and rewards
of ownership have been transferred to the purch@er significant risks and rewards of ownership



Almonty Industries Inc.

Notes to Consolidated Financial Statements
(Unaudited)

(In 000's of Canadian dollars, unless otherwisediot

12

are deemed to be transferred to the purchaseragnahen product is physically transferred onto a
third-party vessel, train, ship or other delivergahanism, depending on the mode of transport, and
Almonty has paid all costs of shipping, freight andurance to the destination specified by the
purchaser.

Contract terms for Almonty’s sale of WO3 in concatg (WO3 concentrate) allow for a price
adjustment based on final assay results of the \&w@8entrate by the customer to determine the
final content. Recognition of sales revenue for WBicentrate is based on the most recently
determined estimate of WO3 concentrate (basedital iassay results carried out by Almonty) and
the contract price (as defined, based on publighcks) at the date of shipment, with a subsequent
adjustment made upon final determination and ptesgess part of “Other income”.

Income tax

Current income tax -

Current income tax assets and liabilities for theent period are estimated as the amount expected
to be recovered from or paid to the taxation adtilest The tax rates and tax laws used to compute
the amount are those that are enacted or substynéimacted, at the reporting date, in the cowntrie
where Almonty and/or its controlled entities opesaaind generates taxable income. Current income
tax relating to items recognized directly in otkemprehensive income or equity is recognized in
other comprehensive income or equity and not ironme. Management periodically evaluates
positions taken in the tax returns with respectitoations in which applicable tax regulations are
subject to interpretation and establishes provssiarmere 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 fribra initial recognition of goodwill or of an asset
or liability in a transaction that is not a busime®mbination and, at the time of the transaction,
affects neither the accounting income nor taxaiderne; and

In respect of taxable temporary differences assetiwith investments in subsidiaries, associates
and interests in joint ventures, where the timihghe reversal of the temporary differences can be
controlled by the parent, investor or venturer @nd probable that the temporary differences will
not reverse in the foreseeable future.

Deferred income tax assets are recognized forallictible temporary differences, carry forward of
unused tax credits and unused tax losses, to teatehat 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



Almonty Industries Inc.

Notes to Consolidated Financial Statements
(Unaudited)

(In 000's of Canadian dollars, unless otherwisediot
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Where the deferred income tax asset relating taléueictible temporary difference arises from the
initial recognition of an asset or liability in @hsaction that is not a business combination atritie
time of the transaction, affects neither the actiagrprofit nor taxable income; and

In respect of deductible temporary differences eissed with investments in subsidiaries, associates
and interests in joint ventures, deferred incomeassets are recognized only to the extent that it
probable that the temporary differences will regansthe foreseeable future and taxable income will
be available against which the temporary differsrean be utilized.

Almonty recognizes neither the deferred tax aseganding the temporary difference on the
rehabilitation liability, nor the corresponding deked tax liability regarding the temporary diffiece
on the rehabilitation asset.

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 taxetsso be utilized. Unrecognized deferred incorre ta
assets are reassessed at the end of each repametiad 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 lighd settled, based on tax rates (and tax lahe) 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 cortibimabut not satisfying the criteria for separate
recognition at that date, would be recognized sylsatly 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 nemm¢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 netria (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 consolidated financial statements are preseime@anadian dollars, which is Almonty’s
functional currency and presentation currency.
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Notes to Consolidated Financial Statements
(Unaudited)

(In 000's of Canadian dollars, unless otherwisediot
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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 profit and loss in the peirod
which they arise.

For the purpose of presenting consolidated findstaements, the assets and liabilities of theidor
entities are expressed in Canadian dollaregusxchange rates prevailing at the endthef
reporting period. Income and expense items areslated at the average exchange rates for the
period, unless exchange rates fluctuated signifigairing that period, in which case the exchange
rates at the dates of the transactions are usedhakge differences arising are recognized as a
separate component of equity and as a foreignmeyiteanslation adjustment in other comprehensive
income in the consolidated statements of operatodscomprehensive income.

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-sedttiransactions”).

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 medshy reference to the fair value of the equity
instrument at the date on which they are granted.

The costs of equity settled transactions are rdgzedntogether 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 setttadsactions at each reporting date until the
vesting date, and reflects the Company’s best agtiof the number of equity instruments that will

ultimately vest. The profit or loss charge or ctéoli a period represents the movement in cumuwdativ
expense recognized as at the beginning and enldabfperiod and the corresponding amount is
represented in share option reserve.
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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
modification which increases the total fair valuetloe share based payment arrangement, or is
otherwise beneficial to the employee as measurtteatate of modification.

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

Business combinations and goodwill

Business combinations are accounted for usingdfeisition 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 identifiaideassets. Acquisition costs incurred are expensed
and included in selling, general and administragixpenses.

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 adopn 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 megds previously held equity interest in the aagei

is remeasured to fair value at the acquisition tateugh income. Any contingent consideration to
be transferred by the acquirer will be recognizefha value at the acquisition date. Subsequent
changes to the fair value of the contingent comaitn 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 amourttgrized 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.

Acquisition

Almonty acquired 100% of the share capital of WOM &M (combined the two companies own a
100% interest in the Wolfram Camp), on September2B24. The principal business of Wolfram
Camp is the advancement of exploration, developraedt production activities at the Wolfram
Camp. Wolfram Camp is a wolframite and molybdenmineral deposit. The mine is located
approximately 130 kilometres from Cairns, Queergl#&ustralia, near the town of Dimbulah. The
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Company acquired the Wolfram Camp to complemerexisting mining operations and expand its
operations with its existing customer.

The results of Wolfram Camp were consolidated witise of the Company effective September 22,
2014 and are included in Wolfram Camp operatiogsnsat.

The total consideration paid to the seller at clgsvas $16,901 and comprises:

Convertible debenture issued 7,500
Shares issued at fair value (12,209,302) 9,401
Total consideration transferred 16,901

The following table presents the preliminary allib@ma of purchase price to the fair value of theetss
acquired and the liabilities assumed at the daseqbisition:

Net assets acquired:

Fair value
at acquisition
date
Assets
Property, plant and equipm: 6,64<
Mine developmet 11,522
Financial Assurance Depa 954
Other current asse 348
Inventorie: 3,952
GST Receivabl 45
Cash and cash equivalents 185
23,651
Liabilities
Trade and other payab 3,591
Other liabilities and accruz 2,36¢
Restoration provision 794
6,750
Total identifiable net assets 16,901
Net cash acquired with WC 185
Transaction costs incurred (873)
Net consolidated cash outflow 688

Direct transaction costs of $873 were expensediacidded in the consolidated statement of
operations and comprehensive income (loss) foydlae ended September 30, 2014.

If the acquisition had occurred on October 1, 20b3nagement estimates that the Company’s
consolidated revenue would have been approxim&#ly058 and consolidated net income would
have been approximately $8,623 for the year endgate®ber 30, 2014. In determining these
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amounts, management has assumed the fair valugtmeéjots which arose on the date of acquisition,
would have been the same as if the acquisition dvhale occurred on October 1, 2013. This pro

forma information is for informational purposesyahd is not necessarily indicative of the results

of operations that actually would have been acliénad the acquisition been consummated at that
time, nor is it intended to be a projection of fatuesults.

Cash and Cash Equivalents, Restricted Cash, arklIBdabtedness

The Company maintains cash balances for surpluisesnajor banks of high quality credit standing,
in interest bearing accounts that earn interefoating rates, and has no cash equivalents.

Bank indebtedness consists of the balance of afineedit agreement in a subsidiary company. The
facility is denominated in Euros, unsecured, ansl dra interest rate of 3.12% as of December 31,
2014.

As at December 31, 2014, the Company had $1,23ttéB®der 31, 2014 - $956) 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.

Inventories
December September

31, 2014 30, 2014
Stores and fuel 902 820
Ore and in-process ore 20,412 17,582
Finished goods — W{Xxoncentrate 2,840 2,760
Total inventories 24,154 21,162
Less: non-current tailing inventory 15,955 14,514

8,199 6,648

The change in inventories is recognized as an eeéhrough the cost of sales line on the
consolidated statements of operations and compselgeimcome.
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7. Property, Plant and Equipment

Cost

Balance at September 30, 2013 13,737
Additions 7,670
Translation adjustment 217
Balance at September 30, 2014 21,624
Additions 637
Translation adjustment (360)
Balance at December 31, 2014 21,901

Accumulated Amortization

Balance at September 30, 2013 1,804
Amortization 1,998
Translation adjustment (17)
Balance at September 30, 2014 3,785
Amortization 606
Translation adjustment (53)
Balance at December 31, 2014 4,338

Carrying Value
Balance at September 30, 2014 17,839

Balance at December 31, 2014 17,563

18
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8. Mine Development

Cost

Balance at September 30, 2013 20,020
Additions 18,074
Translation adjustment 131
Balance at September 30, 2014 38,225
Additions 2,291
Disposals (110)
Translation adjustment (614)
Balance at December 31, 2014 39,792
Accumulated Amortization

Balance at September 30, 2013 7,095
Amortization 4,398
Translation adjustment (57)
Balance at September 30, 2014 11,436
Amortization 1,856
Disposals (110)
Translation adjustment (117)
Balance at December 31, 2014 13,065
Carrying Value

Balance at September 30, 2014 26,789
Balance at December 31, 2014 26,727

9. Accounts Payable and Accrued Liabilities

The balance as of December 31, 2014 includes $58&ptember 30, 2014 - $7,407) of trade
accounts payable, and $1,996 (September 30, 282247) of accrued liabilities.

10. Long-term Debt

Term loans - Euro

Term loan - US$

Convertible debenture
Obligations under capital leases

Less: Current portion

December 31 September 30

2014 2014

7,594 9,096
11,601 11,200
7,300 7,292
365 295
26,860 27,883
3,891 5,424
22,969 22,459

The Company's wholly-owned subsidiary has in placaeumber of Euro denominated, term loan
facilities, which amortize over the terms to maiyrianging between 2015 and 2017. Some of the
facilities have fixed interest rates, while othars floating rates, and as of December 31, 20#4, th
weighted average interest rate on these loans 28%% Except for one facility, where the lender

19
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has recourse against a portion of subsidiary'ssass¢he event of default, the loans are unsecured
The parent company has provided guarantees for sbthese loans.

The US$10,000 term loan has a five year term, witkrest only payments until 2018. The loan
bears interest based on 3-month Libor rates, wietieaof 1.73% as of December 31, 2014. The loan
is secured by the assets of a subsidiary, andaisagteed by a third party.

The Company entered into a $7,500 convertible debeagreement in 2014, in connection with the
acquisition of TM and WCM (see Note 4). The comide debenture is due in 2017, with interest
payable at 4.0% per year, payable quarterly inaaste The convertible debenture (including any
accrued and unpaid interest) may be converteddhadlder, at their option, into common shares of
Almonty at an exercise price of $1.45 per sharber& have been no conversions to date. At the
time the debt was issued, the Company valued tineecsion feature using the Black-Scholes pricing
model, and recorded a value of $208 as equity.diffierence between the carrying value and the
face value of the convertible debenture is accresing the effective interest rate method.

As at December 31, 2014, the components of theeztible debenture are as follows:

Face value 7,500
Balance to be accreted (200)
7,300

The capital leases relate to certain equipmenvehtties. The leases carry implied interest rates
between 2.75% and 8.50%.

Under the terms of the company's long term delytmeats are due as follows, as of December 31,
2014:

Within the next year 3,896
Between one and five years 23,182
27,078
Less: Imputed interest on capital lease obligations 18
Less: Equity balance to be accreted 200
26,860

Restoration Provision

The Company has included in its liabilities, resarfor the future restoration of its mining propest
in accordance with local requirements.

Almonty has a restoration provision of $471 (SeftenB0, 2014 - $468) with respect to Daytal's
future obligation to restore and reclaim the mineeit has ceased to mine tungsten ore from the Los
Santos Project. The restoration provision repiss@@anagement's estimate of the present value of
the rehabilitation costs relating to the mine sitéch are expected to be incurred in 2019 after the
mine ceases production. The Company is in thegs®of having its mine plan and restoration
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provision reviewed by the relevant authorities paid. The Company posted an insurance policy
until in June 2015, during the period of time ttie mine plan is being reviewed.

Banco Popular has posted a bank warranty of €18258) on behalf of Daytal with the Region of
Castilla y Leon, Trade and Industry Department &sma of deposit to cover the expected costs of
restoring the mining property as required by DagtBhvironmental Impact Statement that forms a
part of its mining and exploitation license on thes Santos Project.

Almonty has a restoration provision of $1,153 (8efter 30, 2014 - $794) with respect to Wolfram
Camp future obligation to restore and reclaim theenonce it has ceased to mine tungsten and
molybdenum ore from Wolfram Camp. The restorafiopvision represents management's estimate
of the present value of rehabilitation costs ratato the mine site which are expected to be imcurr

in 2019 after the mine ceases production.

As at December 31, 2014, the Company had $1,23ttéB8der 30, 2014 - $956) in restricted cash
on deposit with the Queensland Government, DepattoféNatural Resources and Mines as required
by the Department of Environment and Heritage Rtate, based on a revised mine plan approved
during the three month period ended December 314,20at required an increase in the deposit of
$314.

Share Capital

Common Shares -

Number of Amount
Shares $

Authorized - Unlimited number of common shares
Issued and outstanding
Outstanding at September 30, 2013 37,044,389 21,996
Shares repurchased under NCIB (257,200) (218)
Shares issued on the acquisition of Wolfram CampeMi 12,209,302 9,401
Outstanding at September 30, 2014 48,996,491 31,179
Shares repurchased under NCIB (9,000) (6)
Outstanding at December 31, 2014 48,987,491 31,173

As described in Note 4, the Company issued 12,2@%8mmon shares on September 22, 2014, to
the seller, in connection with the acquisitionlwé ¥Volfram Camp Mine. The shares were valued at
$0.77 per share, based on the fair market valtieeoshares on the date of the transaction.

The Company commenced a Normal Course Issuer BIGIB”), through the facilities of the TSXV,

on December 20, 2013, with the intention of purgigsip to 901,627, or 2.4% of the shares
outstanding at that time, on the open market aptheailing market price on the TSXV, with any
shares acquired to be cancelled. The bid termdnate December 19, 2014. Under the NCIB,
257,200 shares were purchased by the Company dhengear ended September 30, 2014 for $218,
and 9,000 shares were purchased during the thre¢hmended December 31, 2014 for $6. The
purchased shares were cancelled.
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The Company commenced another NCIB on Decembe&@4, which will terminate on December
28, 2015, or such earlier time as the bid is cotedl®r terminated at the option of the Company,
with the intention to purchase, from time to tiras,it considers advisable, up to 1,431,007 common
shares (which is equal to 2.9% of the outstandorgmon shares) on the open market through the
facilities of the TSXV. The price that Almonty Wpay for any common share under the Bid will be
the prevailing market price on the TSXV at the tiofesuch purchase. Common shares acquired
under the bid will be subsequently cancelled.

Warrants -
The Company has issued warrants in connection siféggngs and acquisitions. There are no
warrants outstanding as of December 31, 2014.

A total of 3,701,144 warrants previously issueddnnection with an acquisition, expired during the
year ended September 30, 2014.

Incentive Stock Options —

Number of

Share Options
Options outstanding at September 30, 2013 1,700,000
Options expired/forfeited (50,000)
Options granted 150,000
Options outstanding at September 30,2014 1,800,000
Options expired/forfeited (100,000)
Options granted 700,000
Options outstanding at December 31,2014 2,400,000

Almonty adopted RCG’s stock option plan under whicban grant options to directors, officers,
employees and consultants for up to 10% of theedsund outstanding common shares. Under the
plan, the exercise price of an option may not Be than the closing market price during the trading
day immediately preceding the date of the grarthefoption, less any applicable discount allowed
by the TSX Venture Exchange. The options can betgdsfor a maximum term of 10 years and vest
at the discretion of the Board of Directors of Almiya The plan was approved by Almonty’s
shareholders at its Annual and Special Meetinghafréholders held on March 26, 2014.

The Company granted 150,000 incentive stock optiorzs employee on November 23, 2013, that
vested immediately. Each option is exercisable ante common share of Almonty at a price of
$0.80 per share for a period of ten years fromdidte of grant. The grant resulted in stock-based
compensation expense of $56 being recorded gesredadministrative expenses and in Contributed
surplus in the three month period ended Decembe2(@®lI3. The weighted average fair value of the
stock options granted was $0.38 per option, detexdhusing the Black-Scholes option pricing model
based on a risk-free interest rate of 2.06%, Vdlatf 35% based on historical volatility, expedte
life of 10 years, and expected dividend yield of, @ of the date of the grant.

The Company granted 700,000 incentive stock optiontiree consultants to the Company on
December 5, 2014, that vest evenly over the folhgutivelve-month period, and which are subject



Almonty Industries Inc.

Notes to Consolidated Financial Statements
(Unaudited)

(In 000's of Canadian dollars, unless otherwisediot

13.

14.

23

to shareholder approval. Each option is exercesaitb one common share of Almonty at a price of
$0.67 per share for a period of ten years fromddte of grant. The grant resulted in stock-based
compensation expense of $113 being recorded inrgersnd administrative expenses and
Contributed surplus in the three month period eridecember 31, 2014. The weighted average fair
value of the stock options granted was $0.16 pgowpdetermined using the Black-Scholes option
pricing model, based on a risk-free interest rdtd.86%, volatility of 35% based on historical
volatility, expected life of 10 years, and expedaiéddend yield of 4.06%, as of the date of thengra

As at December 31, 2014 the following options arestanding:

Number of Exercise Expiry
Options Price Date
Options granted to directc 1,150,00! $1.0C 26-09-2:
Options granted to employe 50,00( $0.8¢ 30-01-2:
Options granted to employe 50,00( $1.02 19-06-2:
Options granted to directors, officers and empls 300,00( $1.07 27-05-2:
Options granted to employe 150,00( $0.8(¢ 23-11-2:
Options granted to consultants 700,000 $0.67 05-12-24
2,400,000

Income Taxes

The Company has the following non-capital tax ledbat expire in the periods indicated:

Expiring in 2025 6,315
Expiring in 2026 5,581
Expiring in 2027 or later 3,299

The non-capital losses are available for offseiregduture taxable income of the company in which
the losses arose. The deferred tax assets reeodgralate to the estimated recovery of a portion of
the tax losses of the subsidiary.

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.
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Three months ended December

Basic 2014 2013

Net income (loss) for the period attributable tandhty shareholde (1,281 1,64
Weighted average number of common shares outst 48,991,99 37,036,389
Basic income (loss) per common share ($0.03) $0.04
Fully Diluted 2014 2013

Net income (loss) for the period attributable tandhty shareholde (1,281 1,64
Weighted average number of fully diuted commonreh 48,991,99 37,044,03
Fully diluted income (loss) per fully diluted commshare ($0.03) $0.04

The weighted average number of fully diluted comrebares 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, 2014, the exercise price obatanding share options and the convertible
debenture were higher than the market price o€ttrapany's shares, such that they were not dilutive.
As at December 31, 2013, a certain number of cudgtg options had exercise prices below the
market price of the shares.

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 tungstenoss two geographical locations, Spain and
Australia.

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

products and activities, and has three reportaideating segments, as follows:

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

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

e The Valtreixal Project located in Spain, whose atiens relate to the exploration and evaluation
activities related to the Valtreixal tin/tungstenoject.

Prior to the acquisition of the Wolfram Camp MimeSeptember 2014, and the acquisition of an
ownership interest in the Valtreixal project in Beter 2013, management monitored the business
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of Almonty as a single reporting segment whose aip@rs related to the exploration and mining of
tungsten in Spain.

The Company monitors the operating results of pisrating segments separately for the purpose of
making decisions about resource allocation andopednce assessment. Segment performance is
evaluated based on operating profit or loss amgeigsured consistently with operating profit or loss
in the consolidated financial statements. Howe&bmonty’s financing (including finance costs and
finance income) and income taxes are managed ooup pasis, and are not allocated to operating
segments.

Transfer prices between operating segments arenarra’s length basis in a manner similar to
transactions with third parties.

The accounting policies used by Almonty in repatsegments internally are the same as those
contained in Note 3 of the financial statements.

Adjustments

Three months ended December 31, 2014 Wolfram and

Los Santos Camp Mine Valtreixal Corporate eliminations Consolidated
Revenue 6,718 2,007 - 425 (425) 8,725
Production costs 1,443 4,893 - - - 6,336
Depreciation and amortisation 1,488 473 - - - 1,961
Earnings from mining operations 3,787 (3,359) - 425 (425) 428
Expenses
General and administrative 920 250 4 761 (520) 1,415
Foreign exchange (gain) loss (13) 11 - 14 - 12
Interest expense 120 20 - 142 - 282
Income (loss) before income taxes 2,760 (3,640) (4) (492) 95 (1,281)
Total assets 56,086 23,566 2,166 47,067 (41,935) 86,950
Total liabilities 13,627 10,986 2,186 16,104 (2,347) 40,556
Capital expenditures 1,211 1,166 730 - - 3,107

Adjustments

Three months ended December 31, 2013 Wolfram and

Los Santos Camp Mine Valtreixal Corporate eliminations Consolidated
Revenue 5,463 - - 428 (428) 5,463
Production costs 2,523 - - - - 2,523
Depreciation and amortisation 624 - - - - 624
Earnings from mining operations 2,316 - - 428 (428) 2,316
Expenses
General and administrative 653 - 4 284 (428) 513
Foreign exchange (gain) loss 64 - - - - 64
Interest expense 92 - - - - 92
Income (loss) before income taxes 1,507 - (4) 144 - 1,647
Total assets 45,290 - 292 21,024 (20,918) 45,688
Total liabilities 14,385 - 299 330 (215) 14,799
Capital expenditures 1,504 - 36 - - 1,540
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Three months ended
December 31

Geographic Information - Revenue 2014 2013
Country

Spain 6,718 5,463
Australia 2,007 -
Total 8,725 5,463

Financial Instruments, and Financial Risk Managdrdnectives and Policies
Classification of Financial Instruments

Financial instruments classified as fair value tigto profit or loss are carried at fair value on the
consolidated balance sheet, and changes in falesare recognized in net income (loss) for the
period.

The following table provides the allocation of firwal instruments and their associated financial
instrument classifications as at December 31, 2014:

Loans and
receivables /
Other financial
FVTPL* liabilities Total

Measurement basis (Fair valueJAmortized cosl
Financial assets
Cash and cash equivalents 9,441 - 9,441
Restricted cash 1,230 - 1,230
Trade Receivables - 1,274 1,274
VAT / HST / GST receivable - 1,530 1,530
Total 10,671 2,804 13,475
Financial Liabilities
Bank indebtedness - 1,685 1,685
Accounts payable and accrued liabilities - 7,812 7,812
Deferred revenue - 2,575 2,575
Long-term debt - 26,860 26,860
Total - 38,932 38,932

*Financial instruments classified asfair value through profit and loss

Fair Value Hierarchical Levels
Fair value hierarchical levels are directly detereda by the amount of subjectivity associated with
the valuation inputs of these assets and lialslitend are as follows:

Level 1 - Inputs are unadjusted, quoted pricexctive markets for identical assets or liabilities
at the measurement date
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Level 2 - Inputs (other than quoted prices inclugedevel 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 estimatghat market participants would use in
pricing the asset or liability at the measuremete dConsideration is given to the risk
inherent in the valuation technique and the rigleient in the inputs to determining
the estimate.

As of December 31, 2014, cash and cash equivadentsestricted cash of $10,671, which is carried

at fair value, was based on Level 1 inputs. Mamege has assessed the carrying values of financial
assets and financial liabilities, other than LeViputs, and believes the amortized cost of these
assets and liabilities is a reasonable approximatidair value.

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, Daytal, VRS, TMIAWCM. Almonty has various other financial
assets and liabilities such as trade receivables teade payables, which arise directly from
operations.

The main risks arising from Almonty’s financial thaments 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 markidrest 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 agreehwith its major customer.

The Company currently has $28,545 in short and-teng debt outstanding at varying levels of
fixed and floating interest rates of between 1.7363%. A portion of the floating rate debt tethl
$6,527 and is based on a fixed spread over thernteuribor 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 poil).movement in the Euribor rate will cause the
amount the Company is required to pay in monthigrst to fluctuate +/- $6. A second portion of
the floating rate debt totaled $11,601 and is basealfixed spread over the 3-month Libor ratey An
movement in the 3-month Libor rate over remainigt of the long-term debt with have an impact
on the amount of interest paid by the Company. every 100 basis point (1.0%) movement in the
3-month Libor rate will cause the amount the Comypisnrequired to pay in monthly interest to
fluctuate +/- $10.

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
operations are located in Spain and Australia. dureent European financial crisis that is causing
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borrowing costs in several European countries ¢ceise may have a negative impact on both the
Company’s future borrowing costs and its abilityotmain 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 Unitet@t8s dollars (USD$) and Almonty’s reporting
currency is in Canadian dollars (CAD$). As suclménty’s consolidated balance sheet can be
significantly affected by movements between thedhsurrencies (CAD$, USD$ and €).

During the three month period ended December 314 2the value of the € relative to the CAD$
increased from €1. 00 = CAD$1.4153 as at Octob2014 to €1.00 = CAD$1.4083 as at December
31, 2014.

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

During the three month period ended December 314 2the value of the AUDS$ relative to the
CAD$ increased from AUD$1. 00 = CAD$0.9790 as attoDer 1, 2014 to AUD$1.00 =
CAD$0.9479 as at December 31, 2014.

Currency movements during the three month pericdeénDecember 31, 2014 resulted in the

Company recording a cumulative translation adjustngain of $473. This amount is recorded as

other comprehensive income (loss) on the Conseliidtatement of Operations and Comprehensive
Income and accumulated other comprehensive inctosg) (@s a separate line item in Shareholders’
Equity.

Commodity pricerisk

Almonty’s policy is to maintain exposure to comntgdirice movements at its mining operations.
The Company sells W{xoncentrate that is denominated in US$ per MTWer +/- US$10.00
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, exclugliime value of any collateral or other security,
is the creditworthiness of its customer that israfjieg 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 pmogmad a factoring fee that varies with a fixed
spread to the 6-month LIBOR rate. Almonty is exqabto fluctuations in the 6-month LIBOR rate
up to a maximum of movement of 250 basis pointst dvery 100 basis point movement in the 6-
month LIBOR rate would impact the Company’s castwfby +/- US$1.00 for each US$100.00 in
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revenue. Almonty assigns all trade receivablesal@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 Alntp'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 agreemiétite 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 egaiual finance leases, inter-company participating
loans, third party loans (see Note 10 Long-termtOeb 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 AlImonty’s capital manageris to ensure that it maintains a strong credit
rating and healthy capital ratios in order to supjie 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 oeisgw shares. Almonty monitors capital using a
gearing ratio, which is net debt, divided by equlys 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.
December 31

2014

Accounts payable and accrued liabilities 10,387
Bank indebtedness 1,685
Long-term debt 26,860
Less: Cash and receivables (12,245)
Net debt 26,687
Shareholders’ equity 46,394
Equity and net debt 73,081
Gearing ratio 36.5%

Commitments and Contingent Liabilities

The Company's subsidiary, Daytal, owns the Los &aftroject, 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



Almonty Industries Inc.

Notes to Consolidated Financial Statements
(Unaudited)

(In 000's of Canadian dollars, unless otherwisediot

19.

20.

30

leases under certain circumstances without pendliywual lease commitments total approximately
$258, payable throughout the year on the annivwedates 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 paganal 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 apglarafor 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.

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

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

commitments should these be required due to opesdtpracticalities:

Commitment Commitment Commitment Commitment Total
201415 201t-1€ 201¢-17 17-18
$31¢ $24( $9¢ $147 $798

Related Party Transactions

There were no related party transactions duringtiree month periods ended December 31, 2014
and 2013.

During the three month period ended December 314 2he Company incurred costs for
management compensation of $100 (2013 - $95).

Restatement of Comparative Financial Statements

As a result of the adoption of IFRIC 20 - Strippibgsts in the Production Phase of a Surface Mine
(“IFRIC 207), and the correction of how the Compaagcounts for tailings inventory as a non-
current asset in accordance with IAS 2, both oftivhiiere applied retroactively for the year ended
September 30, 2014, the following shows the impétihe changes from the financial statements
for the three months ended December 31, 2013igisalty presented.
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Three months

ended Impact of Impact of
December31 change in correction of
2013 accounting  accounting for
as previously policy tailings
reported IFIRC 20 inventory As restated

Impact on the consolidated balance sheet
Assets
Mine development 19,336 (4,932) 14,404
Tailings inventory - 2,418 6,995 9,413
Deferred tax assets 1,225 1,960 3,185
Shareholders' Equity
Accumulated other comprehensive income 1,589 173 1,011 2,773
Retained earnings (deficit) (885) (1,709) 6,995 4,401
Impact on the consolidated statement of
operations and comprehensive income
Production costs 2,496 1,126 (1,099) 2,523
General and administrative expenses 704 (191) 513
Depreciation and amortization 1,065 (168) (273) 624
Net income (loss) for the period 1,042 (958) 1,563 1,647
Foreign currency translation adjustment 1,474 173 244 1,891
Earnings (loss) per share
Basic income (loss) per share $0.03 ($0.03) $0.04 $0.04
Diluted income (loss) per share $0.03 ($0.03) $0.04 040.
Impact on Statement of Cash Flows
Cash flows related to operating activities
Net income (loss) for the period 1,042 (958) 1,563 1,647
Depreciation and amortization 1,065 (168) (273) 624
Net change in non-cash working capital 450 (1,484) (1,034)
Additions to property plant and equipment

and mine development (2,859) 1,319 (1,540)

Subsequent Events

On January 5, 2015, Almonty announced that it hadenthe third installment payment of €300 on
the Valtreixal tin-tungsten project located in mortestern Spain (instalment payments to date total
€700). Almonty now owns a 25% interest in the ké&dal project and has an option to acquire the
remaining 75% ownership interest through €1,708dditional installment payments over the next
18 months. The Company filed a National InstrunZ81.01 Technical Report for the Valtreixal

tin-tungsten project in 2014.
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On January 7, 2015, the Company annourtbed granting of 700,000 stock options to
members of the board of directors and senior eng@leypursuant to the stock option plan, with
each option vesting immediately, and permitting ltloéder to purchase one common share at a
price of $0.65 until January 6, 2025.

On January 27, 2015 Almonty announced that it héered into a non-binding letter of intent (the
“LOI ") with Woulfe Mining Corp. (Woulfe”) to combine the businesses of the two companies
(the “Merger”) and create the leading tungsten camgpoutside of China. The combined business
(“MergeCa’) would have two producing tungsten assets locate&pain and Australia, pre-
construction assets in South Korea and Spain, ante sas an attractive platform for further
accretive growth and consolidation in the globabten sector.

In connection with the Merger, the Company provitéallfe with a C$150 unsecured bridge loan,
which matures on April 30, 2015 and bears an istaade of 12% per annum payable at maturity.

The Company further announced on February 17, 2€i&, the Merger discussions were
terminated.

On February 25, 2015 the Company announced thhadt entered into an agreement (the
“Agreement”) with Deutsche Rohstoff AG (“DRAG”) wreby the parties have agreed to
unconditionally settle all claims made under thevfsions of the Share Sale Agreement (the
“SSA") dated September 22, 2014. The SSA relateAlmonty’s previously announced
acquisition of 100% of both Wolfram Camp Mining Ritd and Tropical Metals Pty Ltd (which
collectively own 100% of the Wolfram Camp tungstm molybdenum mine in Queensland,
Australia ("WCM”)) (see Note 4). The claims are ¢gonnection with adjustments to closing
working capital balances on the acquisition of WCM.

Under the terms of the Agreement, DRAG will pay Almy $1,500, which will be satisfied by
DRAG surrendering to Almonty $1,500 of the prindigaount of the $7,500 convertible debenture
issued by Almonty as part of the purchase pricd fwi WCM. Almonty and DRAG have agreed
to release each other from all claims made to wiadier the SSA and not to bring any future claims
against the other in connection therewith.

22. Comparative Amounts

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