This is the 1% Affidavit of
Dennis M. Lindahl in this case and
was made on June 8:, 2015

NO. o= 1547 L A
VANCOUVER REGISTRY

IN THE SUPREME COURT OF BRITISH COLUMBIA
IN THE MAATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT
R.S.C. 1985, c. C-36, as amended
AND

IN THE MIATTER OF THE CANADA BUSINESS CORPORATIONS ACT,
R.S.C. 1985 c. C-44, as amended

AND
IN THE MATTER OF NORTH AMERICAN TUNGSTEN CORPORATION LTD.
PETITIONER

AFFIDAVIT

|, DENNIS M. LINDAHL, businessperson of 1640 — 1188 West Georgia Street, Vancouver, British
Columbia, MAKE OATH AND SAY AS FOLLOWS:

1. | am the chief financial officer and a director of North American Tungsten
Corporation Ltd., the petitioner in this proceeding (“NATC” or the “Petitioner”), and as such
have personal knowledge of the matters deposed to in this Affidavit except where | depose to
a matter based on the information from an informant | identify, in which case, | believe that
both the information from the informant and the resulting statement are true. In preparing

this Affidavit, | have also consulted with other members of the senior management team of the

Petitioner.
2. | am authorized to make this Affidavit on behalf of the Petitioner.
2. This Affidavit is sworn in support of a petition by the Petitioner (the “Petition”)

for relief under the Companies' Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended
(the "CCAA").
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4, The Petition arises as a result of a variety of circumstances, as described below,
which require NATC to restructure in order that it can proceed as a viable business entity going
forward.

5. Due to many factors, including, among others, the current commodity pricing
environment, the challenging capital market in the mining and metals space, the anticipated
increase by the Mackenzie Valley Land and Water Board {“Water Board”) of the amount of
security NATC must post for reclamation of its operating mine, and NATC's depressed share
price, the value of the Petitioner’s assets, if disposed of in a forced sale environment, would
likely be less than the total of its liabilities. Moreover, NATC is suffering from a lack of liquidity
and capital and is unable to meet its liabilities generally as they become due without the
benefit of a filing under the CCAA. As such, NATC is insolvent.

6, | believe that restructuring under the protection of the CCAA will have the effect
of improving the long term financial prospects of NATC, while preserving value for the
stakeholders generally and permitting NATC to continue to operate on a going concern basis
during and beyond the period of creditor protection. The restructuring initiatives contemplated
by the Petitioner are discussed in detail below.

THE PETITIONER

7. NATC is a federal corporation incorporated under the Canada Business
Corporations Act, as amended, R.S.C. 1985 ¢. C-44 (the “CBCA").

8. NATC’s head office is located at #1640-1188 West Georgia Street, P.O. Box #19,
Vancouver, British Columbia.

9. Corporate operations are directed and controlled out of the head office in
Vancouver, British Columbia, including banking, corporate accounting, corporate finance,
shareholder relations, taxation, audit and business strategy.

10. NATC is extra-provincially registered in British Columbia and extra-territorially
registered in the Yukon and the Northwest Territories.

11. NATC has no active subsidiaries.
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COMPANY HISTORY

12. The original predecessor company to NATC was incorporated pursuant to the
Company Act (British Columbia) in October 1979 and in May 1996, by Certificate of
Continuance pursuant to the CBCA, changed its name to North American Tungsten Corporation
Ltd. and altered its capital such that the authorized capital of NATC consists of an unlimited
number of common shares. NATC is a reporting issuer in British Columbia and Alberta and is
listed on the TSX Venture Exchange and traded under the symbol “NTC”,

13. NATC is a public company engaged in the acquisition, exploration, development,
mining and milling of minerals. Its business is presently concentrated in North America.

14, NATC is focused on the tungsten business,  including the exploration, mine
development and production of tungsten concentrate through the mining and milling of ore.

15, NATC has one mine in production—the 100% owned “Cantung Mine” located in
the Northwest Territories. The Cantung Mine is located in along the Flat River in the
southwestern Northwest Territories close to the Yukon border, approximately 300 km by road
- northeast of Watson Lake, Yukon.

16. NATC's key development property is the “Mactung Property” located on the
border of the Yukon Territory and the Northwest Territories. The Mactung Property is located
in the Selwyn Mountain Range and covers the area around Mt. Allan, approximately eight
kilometres northwest of MacMillan Pass. The nearest settlement accessible by road, Ross River,
is 250 km to the southwest along the Canol Road. The property is located at latitude 63217'N
and longitude 130210'W, and the Cantung Mine is approximately 160 km to the southeast.

i7. NATC's principal product is tungsten concentrate. Tungsten concentrate is then
refined into Ammonium Paratungstate (“APT”) by NATC’s customers.

18. Tungsten is a critical raw material component used in the production of a
number of materials and products, including hard metals, alloy steels, mill products, chemicals,
catalysts and pigments. Tungsten metal has an extremely high melting point and is extremely
dense. Tungsten products are used in heavy engineering industries to bore automotive engine
blocks, manufacture airplane parts, drill for oil, and mine coal. It is most often used in high
speed cutting tools and also is used in computers to draw heat away from microchips. The
output from Cantung is one of the world’s few alternative sources of supply of this metal
outside China, where 70% of world tungsten is produced.
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19, . NATC's sales of tungsten concentrate during the fiscal year ended
September 30, 2014 were 263,872 metric tonne units ("MTUs”). NATC also sold 536,929
pounds of copper in the last fiscal year.

SHARE CAPITAL AND CONSOLIDATED CAPITALIZATION

20. All of NATC's common shares rank equally as to voting rights, participation and
distribution of its assets upon liquidation, dissolution, winding up and entitlement to dividends.
The holders of common shares are entitled to receive notice of all meetings of shareholders
and to attend and vote the shares at the meeting. Each common share carries with it the right
to one vote, '

21. The authorized capital of NATC consists of an unlimited number of common
shares without par value, of which 238,123,058 shares were issued and outstanding as of
May 28, 2015. NATC shares are currently trading at $0.035 per share for an overall market
capitalization of approximately $8,334,307,

22, Also issued and outstanding as of May 28, 2015, are 2,250,000 share options
and 2,000,000 warrants. The share options are held by the Petitioner's employees, directors,
and consultants.

23, NATC's major shareholders include Ronald Erickson and Kurt Heikkila, who
collectively hold 42,597,902 (17.9% of the presently issued and outstanding share capital), and
Kevin Douglas, trustee of K&M Douglas Trust, who holds 33,589,500 {14.1% of the presently
issued and outstanding share capital).

24, NATC's insiders are as follows:

Insiders Shares (direct and indirect holdings)
Ronald Erickson ' - 42,597,902

Kurt Heikkila - 42,597,902

Allan Krasnick 252,000
Dennis M, Lindahl - 1,540,450

Bryce Porter 30,000

Total 44,420,352

: (18.7% of the presently issued and outstanding

share capital)
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BUSINESS OPERATIONS

NATC acquires Tungsten assets from Aur Resources Inc.

25. In October 1997, NATC acquired a 100% interest in the tungsten assets of both
Aur Resources Inc. (“Aur”), and 11126 Yukon Ltd. {“Yukon”), a private, wholly owned subsidiary
of Aur, by way of a July 1997 purchase agreement (the “1997 Agreement”). These assets
included the Cantung mine and adjacent property and the Mactung property. Through these
two propeﬁies, NATC controls a significant percentage of the world’s known high-grade
tungsten reserves and resources and the western world’s largest high-grade tungsten resource.

26. The consideration for the acquisition of the Aur and Yukon tungsten assets
included the following:

(a) the issuance to Aur of 2,361,111 common shares in the capital stock of NATC
and 1,000,000 special warrants entitling Aur to acquire, without further
consideration, one further common share in the capital stock of NATC for each
special warrant held;

(b)  the issuance of 277,778 common shares of NATC to Yukon;
{c) the payment of $127,438 in cash to Aur; and
(d) the reservation of the following net smelter returns royalties ("NSR”):

{i) to Yukon, a 3% NSR over the Cantung Mine, with an escalation clause to
4%; and '

(ii} to Aur, a 4% NSR in respect of the Mactung Property; and

(e) an indemnity to Aur respecting reclamation claims pertaining to the Cantung
property.

27. Aur was subsequently acquired by Teck Cominco Inc. (“Teck”), and the rights of
Aur and Yukon under the 1997 purchase agreement were assumed by Teck. In January 2005,
NATC entered into amendment agreements with Teck in respect of the royalty payable on both
_ the Cantung and Mactung properties. NATC has exercised its opfion under those agreements
to reduce the royalty owed to Teck in respect of production at Cantung to a 1% NSR. NATC has
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the right, which it has yet to exercise, to reduce Teck’s royalty in respect of production at
Mactung to a 2% NSR,

Cantung Mine Operations

28, The Cantung Mine and adjacent property consists of seven surface mineral |
leases and 11 contiguous unpatented claims covering 15,294 acres. The Mine is located in the
District of MacKenzie and situated in a narrow valley on the Flat River between the McKenzie
and Logan Mountains in the southwestern corner of the Northwest Territories.

29. Operations at Cantung include both surface and underground mining, a mill,
concentrator and tailings ponds.

30, After a significant increase in world supply of tungsten, due largely from

increased production in China, prices fell, undermining the viability of Cantung’'s continuing

operation. As a result, the mine was placed in care and maintenance in 1986, remaining in that

state until its reopening in 2002 under.new ownership and management and with the support

of its customers. The Cantung Mine was preserved in conditions designed to ensure its rapid
re-start in the event that world prices for tungsten reached the level that would warrant the

commencement of commercial mining activity.

31, In 2001, in anticipation of restarting the Cantung mine, NATC entered into loan
and supply agreements with AB Sandvik Coromant {“Sandvik AB”) a Swedish company based in
Stockholm, Sandvik Canada Inc. (“Sandvik Canada”), a Canadian subsidiary of Sandvik AB, and
Osram Sylvannia Products, Inc. (“Osram”), a company based in Pennsylvania, USA. Under the
loan agreements, Sandvik Canada and Osram advanced $5 million to NATC to finance the start-
up of mining activities at the Cantung mine, which amount was secured against NATC's assets.
Under the supply agreements, Osram and Sandvik AB agreed to purchase all of the tungsten
concentrate produced from Cantung, and to participate in the future development of Mactung.

32 In January 2002, the Cantung Mine reopened.
Earlier CCAA Filing

33. In December 2003 Osram and Sandvik purported to terminate their supply
agreements with NATC, and Osram and Sandvik Canada made demand for the balance owing
under their loan agreements, necessitating that NATC obtain CCAA protection. On December
11, 2003, NATC applied for, and was granted, a stay under the CCAA. On April 23, 2004, NATC
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announced that it had signed a settlement agreement with Sandvik Canada and Osram,
whereby NATC agreed to pay US5300,000 in cash and a quantity of tungsten concentrate with
a deemed value of US$600,000 from the re-commencement of production at the Cantung
mine. NATC filed a Plan of Arrangement and Compraomise with the Court, which was approved
by the creditors and sanctioned by the Court on November 22, 2004, As of March 31, 2005,
NATC had successfully met all conditions precedent of the Plan and emerged from creditor
protection under the CCAA.

Post-CCAA

34, With a stronger balance sheet and its restructuring complete, the Cantung Mine
reopened in late 2005, and has operated consistently since then, except for a brief closure
from October 15, 2009, through October 7, 2010, when the Cantung Mine was placed on a care
and maintenance program during a time of increased product inventory and declining tungsten
prices. More recently, NATC's efforts at the Cantung mine have been directed at exploiting
additional ore resources that are located below the 3700 level in an area of the mine known as
the West Extension. Over the years, the Cantung Mine has provided employment, a supply
chain and significant economic activity to the area.

35. In November 2014, NATC released the results of a National Instrument 43-101
Compliant Technical Report on the Cantung Mine (the “Cantung Report”). The Cantung Report
shows probable mineral reserves that support a mine life beyond 2017, A press release dated
November 3, 2014, summarizing the findings of the Cantung Report is attached hereto as
Exhibit “A”.

36. In the fiscal year ending September 30, 2013, the Cantung Mine produced
287,032 MTUs of tungsten concentrate; in the fiscal year ending September 30, 2014 it
produced 274,063 MTUs of tungsten concentrate; and in the six months since the fiscal year
ending 2014 (to March 31, 2015), it produced 154,420 MTUs of tungsten concentrate.

Reclamation Security for the Cantung Mine

37. Projected remediation expenses at the Cantung Mine (the “Reclamation
Obligations”) are secured under a water license {as subsequently amended, the “Water
License”), a land use permit, and reclamation security agreement (as amended, the “RSA"}
between NATC and Her Majesty the Queen in Right of Canada, as represented by the Ministry
of Indian Affairs and Northern Development {(“DIAND").
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38. In February 2014, NATC was informed by its counsel that, in June 25, 2013,
DIAND and the Government of the Northwest Territories as represented by the Minister of
Environment and Natural Resources (“"GNWT”) entered into the Northwest Territories Lands
and Resources Devolution Agreement (the “Devolution Agreement”), which had the effect of
transferring jurisdiction over the lands on which the Cantung Mine is located to GNWT
effective on April 1, 2014. The Devolution Agreement required that DIAND (since renamed
Aboriginal and Northern Affairs Canada (“ANDC")) transfer all security held in relation to
existing interests, including the Cantung mine, to GNWT with effect on April 1, 2014.

39. On March 28, 2014, NATC, ANDC and GNWT entered into an assignment,
assumption and amendment agreement effective as of April 1, 2014 (the “Assignment”), by
which all of the rights, benefits, obligations, covenants and liabilities of ANDC in relation to the
RSA were assigned-to GNWT, including promissory notes from NATC held as security under the
RSA and subordination agreements with certain of NATC's secur_ed creditors, In conjunction
with the Assignment, NATC and Computershare Trust Company of Canada (“Computershare”)
entered into an amended and restated trust indenture (thé “Indenture”).

40. The payment and performance of NATC's obligations under the RSA and Water
License are secured by a continuing security interest in all present and after-acquired property,
assets and undertakings of NATC relating to the Mactung Property. The security interest does
not extend to the Cantung Mine.

41. The RSA provides for quarterly posts or deposits of cash or letters of credit into
a qualifying environmental trust for the Cantung Mine (the “RST”). NATC and Computershare
entered into a RST indenture dated October 21, 2011, as required by the RSA. As of March 31,
2015, NATC has posted $6.2 million in cash and $5.5 million in secured promissory notes, for a
total of $11.7 million to further secure performance of the Reclamation Obligations.

42, The current Water License expires on January 29, 2016.

43. In March 2014, the Petitioner submitted an application to GNWT and the Water
Board to amend the Water License to implement a dry stack tailings management system, as
part of the Petitioner’s long term tailings plan. The application process has involved public
hearings, considerable scientific and engineering research and design, correspondence
between GNWT and NATC, as well as between the Water Board and NATC, and extensive
consultations with various stakeholders, including engagement and accommodation with the
area’s First Nations.
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44, Since late 2014, NATC has spent considerable time and energy working with the
Water Board and GNWT with respect to an estimate of the security to be posted by NATC in
respect of the Reclamation Obligations, with a view to seeking a commercially reasonable
resolution or compromise in respect of the estimate.

45, On March 2, 2015, the Water Board issued its recommendation to the GNWT for
approval of the requested amendment to the Water License and determined that, within 90
days of the GNWT’s approving the Water License, NATC must post reclamation security of
$29.95 million, rising to 5$30.95 million as certain works at the mine are commissioned.
Pursuant to the Waters Act (NWT), the GNWT had 45 days from the date the Water Board’s
recommendation was referred to it to accept or reject the amended Water License. After the
amended Water License is signed, NATC would have 90 days to negotiate the form of and post
acceptable security.

46. - On March 26, 2015, NATC wrote to GNWT to request that GNWT take the
maximum amount of time to approve the Water License to enable the Petitioner time to
present to GNWT a reasoned case to reduce the amount of security required, which request
was supported by a letter from the Nahanni Butte Dene Band, the community in the Dehcho
First Nation which is the closest downriver from the Cantung Mine.

47, On April 28, 2015, GNWT wrote to NATC to inform the Petitioner that GNWT
would invoke the Waters Act (NWT) to extend the timeline for consideration of the
amehdment to the Water License to June 13, 2015,

48, The proposed increase in the GNWT's required security from the current
$11.7 million to the ultimate $30.95 million has negatively impacted the Petitioner’s ability to
capitalize its business and has the potential to impede value realizable from the Mactung
Property. Moreover, the Petitioner believes this increase is not necessary and that security of
$15.2 million would be adequate to protect GNWT fully from any liability in respect of the
Reclamation Obligations. '

49, Because the Cantung Mine was in existence when the federal government'’s
“Mine Site Reclamation Policy for the Northwest Territories” was adopted, the Cantung Mine
operates under the “Transitional Rules for Existing Mines” {the “Policy”). The Policy enables
NATC to negotiéte the form, amount, and scheduling of security required of NATC but this is
subject to negotiations with the GNWT, to which the Policy was devolved on April 1, 2014.
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50. NATC is committed to working with GNWT to develop an agreed-upon plan
regarding reclamation security in an effort to minimize the potential negative effects on NATC's
business and viability.

The Mactung Property

51. The Mactung Property is located in the Selwyn Mountain Range and consists of a
combination of leases and claims located in Yukon and Northwest Territories. The property
consists of 113 mineral claims and 38 mining leases in Yukon and eight mining leases in the
Northwest Territories, and covers 4,541.6 ha, Mactung was originally staked in 1962, following
the discovery of scheelite-bearing float in the headwaters of the Cirque Lake Valley.

52, In February 2009, NATC released the results of a National Instrument 43-101
Compliant Technical Report on the Mactung Property. NATC then continued to progress the
Mactung Property and has made considerable strides over the last few years. In particular, in
September 2014, the federal and Yukon governments issued Decision Documents pursuant to
the Yukon Environmental and Socio-economic Assessment Act confirming the determination by
the Yukon Environmental and Socio-economic Assessment Board, made after a six-year public
process, that the Mactung Project be allowed to proceed without further review,

53. Feasibility work was also done and according to an internal scoping study on the
Mactung Property dated May 14, 2015, the capital expenditure estimate to bring the Mactung
Property to pre-production is US$229.7 million plus a contingency of U$523.0 million, A further
UsS$106.3 million plus a USS10.6 million contingency would be required to sustain operations,

54, NATC is currently assessing approaches to marketing and/or developing the
Mactung Property, which includes discussions with local First Nations. At current tungsten
prices, however, further outlays by NATC on the Mactung Property are unrealistic, particularly
given NATC's lack of capital and liquidity.

Supply Agreements and Customer Financing

55. Presently, approximately 100% of the tungsten produced at the Cantung mine is
sold to two companies: Global Tungsten & Powders Corp. (“GTP”) and Wolfram Bergbau und
Hiitten AG (“WBH", and together with GTP, the “Customers”).

56. In December 2013, NATC signed a three-year supply agreement with GTP (the

“GTP Supply Agreement”), whereby GTP agreed to purchase approximately 320,000 MTUs of

WO3 concentrate, including both G1 high grade concentrate and mid grade flotation
10
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concentrate, in equal monthly installments. The GTP Supply Agreement will expire on
February 1, 2017, subject to two one-year automatic extensions {in the absence of notice).
NATC is paid for shipments to GTP five days after shipment by way of a factoring agreement
with The Royal Bank of Scotland PLC. In addition, GTP had advanced US $2.2 million.

57. On December 19, 2013, GTP and NATC also entered into a loan agreement (the
“GTP Loan Agreement”) and a security agreement ({the “GTP Security Agreement”), which
provide for a non-revolving US$2.5 million Iolan, rolling in an existing US$2.2 million advance,
for a combined loan of US54.7 million (the “GTP Loan”), secured by a charge on the Méctung
Property, The GTP Loan matures on December 31, 2018, and bears interest of 3.0% per annum.

58. In Fébruary 2014, NATC signed a three-year supply agreement with WBH (the
“WBH Supply Agreement”), whereby WBH agreed to purchase a minimum of 320,000 MTUs of
WQ; concentrate, including both G1 concentrate and mid grade flotation concentrate, in equal
quarterly installments. The WBH Supply Agreement will expire on February 1, 2017, subject to
two one-year automatic extensions (in the absence of notice). WBH has advanced $3.0 million,
to ensure that sufficient funds have been advanced to NATC to pay for the estimated value of
product in shipment or transit to WBH at any given time, and pays NATC for additional product
as it leaves the mine gate.

59; Also in February 2014, WBH and NATC entered into a loan agz;eement (the
“WBH Loan Agreement”) and a security agreement (the “WBH Security Agreement”), which
provide for a non-revolving U$52.5 million loan {the “WBH Loan”), secured by a charge on the
Mactung Property, The WBH Loan matures on March 31, 2017, and bears interest of 3.0% per
annum.

60. The Customers entered into an intercreditor agreement dated February 20,
2014 (the “Customer Intercreditor Agreement”), pursuant to which the Customers agreed that
NATC's indebtedness to, and the security interests of, each of the Customers ranks pari passu,
and the Customers agreed to share any proceeds of enforcing on their collateral.

61. The Customers have in the past been very supportive of NATC and have
committed to purchasing all of NATC's production in 2015.

Other Financing Arrangements

62. On December 31, 2013, NATC entered into subscription agreements (the
“Subscription Agreements”) with various parties (the “Debentureholders”} to recapitalize

11
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USS11 million of indebtedness owing by NATC into an aggregate principal amount of
USS11 million of debentures (the "Debentures"). The Debentures have a two-year term and
bear interest at a rate of 11% per annum. Except in respect of a principal amount of
USS2 million of Debentures issued to certain insiders {the “Nonconvertible Debentures”), the
principal amount of the Debentures are convertible into common shares of the Petitioner.
Pursuant to the terms of the Subscription Agreements, the interest rate on the Nonconvertible
Debentures is 18% per annum.

63. The Debentures are secured by a general security interest in the Petitioner’s
assets (the “Debenture GSA”). Pursuant to various priority agreements, the security interests
of the Debentureholders granted by the Debenture GSA are subordinated to (a} the security
interests of GNWT in respect of the Reclamation Obligations, and (b)the Customers to a
maximum amount of US52.5 million plus interest and costs per Customer, for a total of
US55.0 million plus interest and costs.

64, On May 15, 2014, Callidus Capital Corporation (“Callidus”) and NATC entered
into a loan agreement (the “Callidus Loan Agreement”), which provided for 2 demand non-
revolving loan for $11 million (the “Callidus Loan”). The Callidus Loan was for a term of one
year after the first advance, repayable on demand, bearing interest at a rate of 18% per
annum, with interest payable monthly, and monthly principal repayments of $150,000
commencing July 31, 2014,

65. Also on May 15, 2014, NATC executed a general security agreement in favour of
Callidus (the “Callidus GSA"), granting security in all or substantially all the Petitioner’s present
and after-acquired property other than any present or after-acquired property, assets and
undertakings related to the Mactung Property. As such, Callidus’ security does not extend to
the Mactung Property.

66. $5.8 million of the proceeds from the Callidus Loan were used to repay the
outstanding balance of the Petitioner’s operating loan facility with HSBC Bank Canada, which
has been cancelled. $1.0 million of the proceeds from the Callidus Loan were used to repay
certain equipment loans and capital leases and the remainder was available for working capital
and investment in capital projects.

67. In conjunction with the Callidus Loan, NATC, Callidus and the Debentureholders
entered into priority agreements granting Callidus priority over the collateral described in the
Callidus GSA, postponing all payments to the Debentureholders (except interest), and standing
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still all enforcement rights of the Debentureholders for so long as the Petitioner is indebted to
Callidus.

68. On July 2, 2014, NATC completed a US$12.0 million loan (the "Queenwood II
Loan") with Queenwood Capital Partners Il LLC (“Queenwood I1”), to replace its $12.0 million
working capital loan facility with HSBC. Ronald Erickson and Kurt Heikkila collectively own all
the issued and outstanding units of Queenwood II. The Queenwood Il Loan is evidenced by a
promissory note (the “Queenwood I Note”), with a maturity date of October 1, 2015. Interest
is payable on the Queenwood Il Loan at the rate of 12% per annum, payable by the Petitioner
quarterly in arrears, with any remaining accrued and unpaid interest payable at maturity.

69. Also on July 2, 2014, Queenwood Il and NATC entered into a general security
agreement (the “Queenwood I GSA”) to secure the obligations of NATC pursuant to the
Queenwood Il Loan and Queenwood Il Note. The Queenwood Il GSA granted a security interest
in all NATC's presently owned and after-acquired personal property and a floating charge on
real property.

70. In conjunction with the Queenwood Il Loan, NATC, Callidus and Queenwood I
entered into a priority agreement granting Callidus priority over the collateral described in the
Callidus GSA, postponing ail payments to Queenwood Il (except interest), and standing still all
enforcement rights of Queenwood Il for so long as the Petitioner is indebted to Callidus.

71, On October 24, 2014, Queenwood |l and NATC finalized the terms of further
borrowing df up to USS3 million (the “Additional Queenwood Il Loan”), payable on demand,
evidenced by a grid promissory note (the “Queenwood Il Grid Note”, and together with the
Queenwood I Note, the “Queenwood 1l Notes”), with a first advance of USS1 million. Interest
is payable on the Additional Queenwood Il Loan at the rate of 18% per annum, payable by the
Petitioner quarterly in arrears, with any remaining accrued and unpaid interest payable at
maturity,

72. Also on October 24, 2014, Queenwood || and NATC entered into a general
security agreement (the “Second Queenwood |l GSA”) to secure the obligations of NATC
pursuant to the Additional Queenwood Il Loan and Queenwood Il Grid Note. The Second
Queenwood il GSA granted a security interest in all NATC's presently owned and after-acquired
personal property and a floating charge on real property.

73. On December 30, 2014, NATC and Callidus entered into an amendment of the
Callidus Loan Agreement (the “Callidus First Amending Agreement”), which provided for
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additional proceeds of $3.65 million, a deferred fee of approximately $154,000, and an
~extension of the repayment date for the Callidus Loan balance to May 31, 2016. To satisfy a
condition of the Callidus First Amending Agreement, Queenwood |l advanced the remaining
USS2 million available under the Queenwood Il Grid Note. The Callidus Loan remains repayable
on demand and bears interest at 18% per annum with interest payable monthly, with monthly
principal repayments of $150,000 to continue, with the remaining balance due at maturity. The
Callidus Loan continues to be secured by the Callidus GSA and the collateral described therein.
Further to the Callidus First Amending Agreement, the $11 million demand promissory note
previously executed was canceled, and the Petitioner executed a replacement demand
promissory note in the amount of $13.9 million. Of the additional proceeds, $2.0 million was
utilized to repay a note payable to a mining contractor, with the remaining proceeds to be
used for capital projects and working capital.

74, NATC has also entered into a number of equipment loan agreements and
equipment leases in respect of equipment used at the Cantung Mine (collectively, the
“Equipment Leases”) with counterparties who have registered financing statements in the
Personal Property Registries of British Columbia, the Yukon Territory and the Northwest
Territories in respect of same.

75. On February 3, 2015, the NATC entered into a security agreement with Finning
(Canada) A Division of Finning International inc. {“Finning”) to secure the purchase of a 2013
Caterpillar Genset Model No, CAT 3516B (“Genset”) as well as to secure other amounts owing
to Finning on account of services provided by Finning to the Petitioner.

76. The Petitioner believes its outstanding secured obligations have the following
priorities:
No. Secured Party Amount/Qbligation : " Collateral
Equipment . . ; Purchase money security interests in
1 l.eases Financing lease amounts specific serial numberad goods
Government of Reclamation Obligations All present and after acquired property
2. | the Northwest -
Territories {currently under negotiation) | related to Mactung

Global Tungsten
3. | & Powders, pari
passu with WBH -

Up to US$2.5 miflion plus All present and after acquired property
interest and costs related to Mactung
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No. Secured Party Amount/Obligation Collateral

Wolfram Bergbau

4.. | und Hatten, pari Up to US$2.5 milllon plus All present and after acquired property

passu with GTP interest and costs related to Mactung
5 Callldgs t_:aplta[ $13.1 million All present and after acquired property not
Corporation related to Mactung
6. | Debentureholders | US$11.0 million All present and after acquired property of
NATC
7. | Queenwood ii US$15.0 million Gi;grgsent and after acquired property of

Global Tungsten
8. & Powders, pari Remainder of debt
passy with WBH .

All presént and after acquired property
related to Mactung

Wolfram Bergbau

9. und Hatten, pari Remainder of debt All present and after acquired property

related to Mactung

passu with GTP
Outstanding indebtedness,
- except for amount secured .
10. anmg‘ as purchase money security All present and after acquired property of
International Inc. | . . s NATC
interest which is senior in
priority
KEY SUPPLIERS
77. The operations of NATC cannot be maintained without several key providers of

supplies and services, who can generally be described as:
{a) reagent and chemical suppliers;
(b} fuel suppliers;
{c) food and janitorial service providers;
(d) transport of employees to site prO\./iders';
(e) utilities;

(f) transportation/freight providers; and
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(g) explosive and other mining materials suppliers.

78. NATC believes that a number of its key suppliers may suffer serlous financial
hardship if they do not receive timely payments.

79. NATC is working to identify the suppliers that are key to the business and to its
continued operations. In doing so, NATC will consider various factors including the importance
of the supplier to NATC's operation, the nature of the goods or services supplied and whether
there are alternative supply sources, the ability of the supplier to remain in business or
continue normal operations if not paid, the ability and the likelihood that the supplier may
delay or otherwise restrict supply and services in the event of non-payment, the volume of the
goods or services supplied, potential for disruptibn to NATC's operation if the supplier delays or
fails to expedite supply of goods or services pursuant to their existing contracts, the ability of
the supplier to maintain a possessory lien on the property and the amount NATC currently
owes to each supplier.

80. it is my understanding that a stay of proceedings may require suppliers to
continue supplying goods and services but will not allow NATC to require expedited supply
from its suppliers or require suppliers to extend credit, Furthermore, it is my understanding
that without approval from the Court, amounts owing to suppliers in reSpect of pre-filing debt
cannot be paid.

81. As a result of these unique circumstances, NATC is seeking approval of the Court
to allow it to pay certain pre-filing amounts but only with Monitor approval. It is likely that a
number of NATC’s key suppliers are in a fragile financial state and that any stay of proceedings
that results in these suppliers not being paid certain outstanding pre-filing amounts could
result in these suppliers suffering financial distress and an inability to supply even if ordered to
do so.

82. NATC relies on an extensive interwoven network of suppliers and service
providers to ensure the continuance of its business. A number of these suppliers may insist
upon payment of pre-filing amounts owihg from the Petitioner or, if unpaid, will likely require a
continuing supply of cash on delivery terms to continue to supply, which, owing to the nature
of the business, are either extremely cumbersome or simply not tenable.

83. For a number of suppliers, given the quantity of product and the general
delivery process, cash-on-delivery arrangements may be unworkable. The amounts to be paid
to the suppliers can often only be established once the product has arrived at the mine. The
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payment of certain pre-filing amounts (if consented to by the Monitor) will permit NATC to
~make arrangements with the suppliers that will ensure the continuation of supply. The
Petitioner intends to rely upon those suppliers with which it had contracts that were entered
into prior to the filing of the Petition.

84, NATC requires the ability to pay certain pre and post-filing payables to those
suppliers it considers essential as confirmed by the Monitor. In the event the Petitioner
encounters supplier issues post filing, the Petitioner, with the approval of the Monitor, may
enter into arrangements with other suppliers which could involve some pre-filing payables. The
Petitioner is aware of the potential prejudice to other creditors for making these payments and
intends to keep them to a required minimal level. However, any such payments would be
specifically intended to maintain basic operations.

CASH MANAGEMENT

85. NATC requires the collection and movement of funds through a number of bank
accounts (the “Accounts”) held at HSBC Bank Canada (“HSBC”). All of the revenue generated by
the Cantung Mine is deposited into the Accounts.

86. NATC holds a credit card with HSBC. $25,000 is currently prepaid to secure
charges made against this account.

PETITIONER’S FINANCIAL PROBLEMS

87. NATC is unable to meet its financial obligations as they become due and is
- accordingly insolvent. NATC's insolvency has been caused by a number of factors discussed
above and including the continuation of low prevailing market prices of APT, high debt service
payments, including some payments denominated in US dollars, insufficient capitalization, and
recent operational issues, including mining of lower grade ore. At the same time, supply and
infrastructure costs in the Canadian sub-Arctic remain high.

88. Although NATC has implemented production and cost improvement initiatives,
low market prices, lower grades of ore, and recent operational interruptions have resuited in
insufficient free cash flow to service NATC's secured debt and on-going and further capital
expenditures.

89, Current problems in credit markets and a general deterioration of global

economic conditions have led to a weakening of commodity prices for metals and related

products. There is no market to hedge APT or tungsten concentrate prices, and as a result
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NATC's results of operations are subject to éigniﬁcant market fluctuations that are beyond its
control, Since September 2014, the price of European mid APT has dropped from US5350 per
MTU to US5242 per MTU, or by approximately 30%.

90, The general deterioration of global economic conditions, particularly in relation
to access to credit in recent years, has also limited the availability of funds and increased the
cost of obtaining capital. NATC’s market capitalization has been significantly reduced and it
anticipates that if its reclamation liability to GNWT is materially increased, such will further
negatively impact NATC's liquidity and its ability to raise the capital required to execute its
business plans.

91. Through debt investments, Ronald Erickson, Kurt Heikkila, Queenwood il, and a
number of the Debentureholders have funded a significant amount of the Petitioner’s
operations over the last several years. However, these supporters of the Petitioner are unlikely
to continue funding NATC's operations going forward, particularly given current APT prices. As
such, NATC needs to find a new solution to ensure its long-term viability.

CURRENT FINANCIAL SITUATION

92, As of May 31, 2015, in addition to its normal trade payables, NATC is indebted as
follows:

(a) $3.3,145,208 to Callidus in respect of Callidus Loan;

{b) US $6,612,500 to the Customers in reséect of secured loans from the Customers;
{c) US $3,000,000 to the Customers in respect of advance payments;

(d) US $11,000,000 to the Debentureholders in respect of the Debentures;

(e) US $15,000,000 to Queenwood [l in respect of the Queenwood [i Loan and the
Additional Queenwood [l Loan;

(f) 52,378,000 to equipment lessors in respect of Equipment Leases; and
(8) $5,116,000 to Teck due in respect of accrued royalty payments.

93. Under the current Water License and RSA, NATC has posted cash security of
$6.2 million and has signed promissory notes of $5,500,000 related to the potential
reclamation of the Cantung Mine. NATC previously retained an independent engineering firm
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review the estimated reclamation costs, which indicated reclamation costs in the ordinary
course of business would be approximately $10 million. However, depending on the
agreement reached by NATC and GNWT as to how additional security owing under the
Amended Water License must be posted, this promissory note amount could significantly
increase to as much as approximately $25,000,000,

94, - Finally, as of April 30, 2015, NATC owes approximately $14,865,000 in general
unsecured payables.

95, Of this amount, normal trade payables total approximately $7,454,000."

ASSETS AND LIABILITIES

96. The Petitioner’s assets consist primarily of very little cash, accounts receivable,
pre-paid expenses, tungsten ore and concentrate inventory, supply inventory, mining
equipment and buildings, and mineral interests at Cantung and Mactung consisting of claims,
licenses, leases and mining permits.

97. The audited consolidated balance sheet for NATC for the year ended
September 30, 2014 indicates total assets holding a value of approximately $72.0 miilion and
total liabilities of approximately $75.0 million. The audited consolidated balance sheet for
NATC for the year ended September 30, 2014 and the Quarterly Financial Reports through to
March 31, 2015 are attached to this Affidavit as Exhibits “B” and “C” respectively.

98. The estimated book value of NATC's property, plant and equipment at the
present time is approximately $27.9 million.

99. In accordance with the Callidus First Amending Agreement, NATC obtained a
confidential liquidation appraisal of the principal equipment over which Callidus has a first
priofity charge that could be sold to repay the Callidus Loan and other amounts owed by the
Petitioner. Based on this appraisal and the value of other equipment and assets of the
Petitioner, NATC expects that, although Callidus would likely be paid in full, other secured
creditors would likely recover significantly less in a forced liquidation scenario as opposed to a
going-concern or managed wind-down scenario, and the unsecured creditors would likely
receive no recovery if NATC liquidated. NATC believes that the value of NATC's assets on a
going-concern basis is higher than the liquidation value.

! Payables due in US doliars have been converted at 1.2 to |
19
15368071 _11|NATDOCS



OPERATIONAL RESULTS

100. For the second fiscal quarter of 2015, Cantung produced 70,871 MTUs of
tungsten concentrate, compared with 89,116 MTUs for the same period the year prior ended
March 31, 2014. This decrease in production is a result of lower mill feed grade and mill
interruptions due to unexpected equipment failures. For the first quarter of 2015, sales
revenues were approximately $23.5 million, as a result of sales of 78,817 MTUs of tungsten
concentrate and 183,792 pounds of copper, compared with $23.1 million from sales of 69,934
MTUs of concentrates and 168,418 pounds of copper for the three months ended March 31,
2014,

101. Mine operating costs at Cantung were $18.1 million for the second fiscal quarter
of 2015, compared to 519.4 million for the comparable quarter of 2014.

102, Finally, the net loss for the second fiscal quarter of 2015 was $6.4 million
compared to a net income of $2.5 million for the comparable quarter of 2014,

TEMPORARY LAYOFFS

103. On Junel, 2015, NATC announced a series of temporary layoffs of
approximately 80 employees at the Cantung Mine, effective June 3, 2015, as part of various
cost savings and cash conservation measures implemented by the Petitioner. This layoff
amounted to approximately 31% of the total number of employees at the Cantung Mine. Given
the standard rotational schedule, each employee will miss one work rotation of three weeks.
Employees continue to be paid all wages and vacation pay that is due and owing.

CURRENT CASH SITUATION

104, NATC has implemented a strict cash conservation and cost reduction plan to
minimize capital expenditures and to enable operations to continue during a low point in the
price of tungsten concentrate. In addition to the above noted layoffs, NATC has delayed
construction of the projected $8 million dry stack facility, and cancelled or delayed various
other capital improvement projects.

105, For the six months ended March 31, 2015, NATC experienced a net loss of
$6.6 million. NATC's cash balances are extremely low and additional or replacement financing
will likely be required.
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106. Absent a CCAA filing, NATC expects to have insufficient cash in the coming
weeks with which to pay its suppliers, employees, and debt service payments. Key trade
creditors may take steps to refuse to provide services that are essential to transport, and
therefore sell, existing tungsten inventories.

107. To assist with the Petitioner’s cash situation, while these proceedings are
ongoing:

(a} Kurt Heikkila and | have agreed to continue as officers of the Petitioner for a
monthly salary of $1 effective June 1, 2015; and

(b} Queenwdod Il and the Debentureholders have agreed to defer interest payments (
including over US$1.2 million already deferred to date); and

(c} The Directors (as defined below) have agreed to defer their Director’s fee
compensation.

108. One of the Directors, Allan Krasnick, provides consulting services forging crucial
relationships with First Nations in the regions in which NATC operates. It is critical to NATC's
ongoing operations that Mr. Krasnick continues to foster and maintain these relationships.
Given NATC's financial challenges, Mr. Krasnick has agreed to a significant reduction in his
compensation during these CCAA proceedings.

109. If the Cantung Mine is forced to shut down, NATC has no available liquidity to
pay for the environmental monitoring of the tailing ponds that are situated next to the Flat
River. NATC further has no immediate funds to pay for the shut down and maintenance of the
Cantung Mine, which is required to preserve the equipment and machinery located on the
mine site, as well as to preserve the mine for future production. NATC's lack of liquidity is
highly critical and thus it will likely require interim financing.

110. The cash flow projection attached as Exhibit “D” to this Affidavit shows that
NATC is modestly cash-flow negative over the next six weeks. NATC expects to have sufficient
cash to operate over the next two to three weeks, but may need a small infusion of funds in
late June 201S. NATC appreciates the urgency in exploring options for interim financing, and at
the same time will manage its cash outflows carefully, including orders of mine supplies, to
maximize its cash resources while taking steps to to stabilize and preserve the mine assets and
identify its restructuring options.
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111. | have reviewed the cash flow projection and believe that it is reasonable in the
circumstances.

RESTRUCTURING

112, NATC management continues to believe that its core tungsten business is viable
if it is allowed to restructure. The Cantung Mine has tungsten ore reserves that are proven as
well as probable and indicated reserves. The Cantung Report shows probable mineral reserves
supporting a mine life beyond 2017, as well as indicated resources that may extend its life
beyond that time frame. Further, there is tungsten and copper in the tailings ponds that could
be recovered and milled as part of NATC's progressive reclamation of the Cantung Mine,
Finally, an orderly process would increase the likelihood of finding an investor for the Mactung
Property, generating proceeds which could be used to pay down existing NATC liabilities.

113, The Cantung Mine produces extremely high quality tungsten concentrate which
has a world market, and is one of the few sources of tungsten outside of China. Tungsten is a
base metal that is in high demand by its end users and world demand is increasing.

114, Based on information from industry experts, NATC management believes that
APT prices will increase over the next two to three years as global demand increases,
particularly out of China. As the market price of APT increases, so will the revenue of NATC.

115, NATC's financial problems have been exacerbated by a number of external
factors which were outside its control. NATC requires CCAA protection to seek to develop a
plan for NATC to continue as a viable business,

116. As a direct result of the working capital deficit currently facing NATC, NATC is no
longer able to meet its obligations as they fall due. In order to avoid enforcement proceedings
by major secured creditors, or the cessation of services and seizure of essential equipment by
unsecured creditors, NATC requires the protection of the stay available under the CCAA to
provide it with an opportunity to stabilize the current situation so that it may consider
refinancing and restructuring opportunities.

117, While operating with the benefit of such protection, NATC believes that it will be
able to satisfy fully all of its post-filing obligations while it considers available restructuring
opportunities.
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118. Subject to court approval, Alvarez & Marsal Canada Inc. (“A&M”) has consented
to act as Monitor during the CCAA proceedings to assist NATC with its restructuring efforts. A
consent letter from A&M is attached hereto as Exhibit “E”.

119. At no time in the past two years has A&M or any of its partners or directors
been the Petitioner’s auditor, accountant or employee of the auditor, or accountant for the
Petitioner.

RELIEF REQUESTED
CCAA Stay
120. In the event NATC is not afforded the opportunity to restructure under the

CCAA there will be an inevitable liquidation of the Petitioner’s assets. The current unsettled
tungsten market is not a favourable environment for liquidation. The remoteness of the
Cantung Mine would impact negatively on asset values. In addition, NATC is unlikely to have
the full ability to maintain its contractual arrangements with third parties and maintain its
mining leases, claims and water permits. Accordingly, in the event the relief is not granted to
NATC under the CCAA and NATC is forced.to liguidate its assets on a break-up basis, there
would likely be no recovery for the unsecured creditors of NATC and the secured creditors of
NATC other than Callidus would likely suffer a shortfall on their security position. In addition,
NATC will not be in a position to complete a progressive reclamation of the Cantung Mine or
meet its total reclamation obligations to GNWT, which could impact the surrounding Nahanni
watershed wilderness.

121. As at May 31, 2015, NATC employed approximately 259 people at the Cantung
Mine, its total payroll was approximately $2.3 million monthly including benefits which
represented approximately 38.4% of the total expenses of running the Cantung Mine. Over the
past two yea'rs, NATC has increased its presence in northern communities, In Watson Lake,
Yukon, where it remains the largest private-sector employer and purchaser of goods and
services. NATC has also increased its presence in Whitehorse, where a weekly plane transports
employees to the Cantung Mine site, as well as in Nahanni Butte and throughout the Dehcho
Region of the Northwest Territories. NATC has concluded a renewable 7-year impact and
benefit agreement with the Nahanni Butte Dene Band that increases local opportunities and
provides the First Nation with involvement in NATC's environmental stewardship of Cantung.
When positions at Cantung become available, job postings for the mine are now circulated
throughout First Nations communities in the Kaska, Dehcho and Sahtu regions, providing
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increased opportunities for local hiring. NATC has made significant social investments in
providing jobs and business opportunities, training and apprenticeship programs. In addition,
there are eight employees in the Vancouver office.

122, The liquidation of NATC's assets would likely result in the permanent closure of
the Cantung Mine. Given the current state of the business climate and the mining industry in
Northern British Columbia and the Territories, it is unlikely that the hundreds of employees
subsequently laid off could find employment in the short term. The permanent shut down of
NATC's business would therefore have consequences to businesses and working families in the
northern communities where NATC’s operations are carried out, including Watson Lake and
Whitehorse,

123. NATC's creditors will likely receive substantially more if the operations continue
as a going concern and a successful reorganization is accomplished rather than if NATC's assets
are liquidated through a forced liquidation. In addition, the broader stakeholder groups of
employees, suppliers, environmental regulators, and the surrounding communities will benefit
from an orderly restructuring.

Interim Financing

124, In light of the current cash flow forecast, interim financing is not required
immediately, but will likely be required in the short term. As such, NATC is exploring the
bossibility of interim financing with a priority charge over certain assets if same becomes
necessary.

Administration Charge

125, A&M is prepared to act as Monitor during'the CCAA proceeding and to assist the
Petitioner with preparation of cash flow projections and with all aspects in relation to a
restructuring pursuant to, and subject to, the terms of the Initial Order of the Court and the
statutory provisions of the CCAA., If so directed by the Court, A&M is also prepared to monitor
the operations of the Petitioner, to provide direction and guidance to management during the
CCAA restructuring period regarding the restructuring, and to generally assist the Petitioner
with the restructuring efforts,

126. The Petitioner’s solicitors, the Monitor, and the Monitor's solicitors are essential
to NATC's restructuring. They have each advised that they are prepared to provide or continue
professional services to the Petitioner only if they are protected by a charge over the assets of
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the Petitioner. Accordingly, the Petitioner seeks to establish a priority charge over those assets
in favour of its solicitors, the Monitor, and the Monitor's solicitors.

127. In connection with its appointment, it is contemplated that the Monitor, counsel
to the Monitor and counsel to the Petitioner, will be granted a court ordered charge as security
for their respective fees and disbursements relating to services rendered up to a maximum
amount of $500,000 with the priority set out in the Initial Order. This amount has been
determined not on the basis of the total fees payable to these professionals during the
proceedings but on an assessment of what could be an amount outstanding to these
professionals at any given time in the proceedings.

128, The Petitioner has provided to the Monitor, counsel to the Monitor and counsel
to the Petitioner, respectively, retainers of 520,000, 520,000 and $20,581.01 {funds remaining
in trust after application to outstanding accounts).

Director and Officer Protections
129, The current directors of NATC are:
{(a) Kurt Heikkila;
(b) Dennis M. Lindahl;
(c) Ronald Erickson;
{d) Allan Krasnick; and
(e) Bryce Porter
(collectively, the “Directors”).
130. The current officers of NATC are:
{a) Kurt Heikkila; and
(b} Dennis M. Lindahl
(cbtlectively, the “Officers”}.

131. A successful restructuring of the Petitioner will only be possible with the
continuity of the Directors and Officers.
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132. The Directors have significant expertise with NATC and their continuity is
essential to the Petitioner's ongoing viability.

133, The Officers are equally important to NATC as they have specialized expertise
and experience with the Petitioner and the tungsten mining industry generally. Over time, the
Officers have developed relationships with suppliers, employees and other stakeholders that
will be important to the restructuring process. These relationships are not easily duplicated or
replaced. NATC will benefit from the experience and expertise of the Directors and Officers
which will be invaluable in assisting the Petitioner through the CCAA process.

134, It is my understanding that in certain circumstances directors and officers can be
held personally liable for certain of a company's obligations to the federal and provincial
governments including with respect to payroll remittances, harmonized sales tax, goods and
services taxes, withholding taxes, Workers Compensation remittances, etc. Furthermore |
understand that it may be possible for directors and officers of a company to be held
personally liable for certain wage related obligations to emplayees.

135. NATC retains directors and officers liability insurance through a directors and
officers insurance policy (the "D&O Insurance"). The current D&O Insurance provides $10
million in coverage and expires on November 1, 2015.

136. The Directors have informed me that they are concerned with respect to
potential personal liability if they continue in their current capacities. | am of the view that in
light of the potential for personal liability some or perhaps all the Directors will not continue
their service and involvement in the proposal restructuring unless the Initial Order grants a
charge as described below.

137. With the assistance of the A&M, the Petitioner performed a calculation to
determine the reasonable quantum of the potential Director and Officer liability based on the
number of employees, NATC's pay cycle and various other potential sources of personal
liability such as source deductions and tax liabilities.

138. " After taking into account the amount of NATC’s payroll and comments of A&M,
the Petitioner proposes that a charge in favour of the Directors and Officers be granted in the
amount of $500,000 (the "D&O Charge") to provide a reasonable level of protection to those
Directors and Officers prepared to stay with NATC to see it through the CCAA process. The
D&O Charge ensures that the Directors and the Officers will receive protection from liability if
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the D&O Insurance cannot be renewed due to an increase of premiums or if NATC cannot
otherwise rely on the D&O Insurance. '

139, in particular given certain Directors’ agreement to defer their fees during these
proceedings and the Officers’ agreement to serve for a salary of 51 per month, the Petitioner
believes that the amount of the D&O Charge is fair and reasonable in the circumstances.

140, The D&O Charge is vital to encouraging the continuing participation in this CCAA
proceeding of the Directors and Officers, who will provide necessary experience and stability to
this process and guide NATC's restructuring efforts. It is critical that a level of continuity be
maintained within the Petitioner to ensure focus on achieving a restructuring plan that will
benefit its stakeholders., The D&O Charge will also provide significant assurances to NATC
employees that the payment of wages, vacation pay and other statutory entitlements will be
satisfied as well as withholding any tax obligations owing to federal, provincial or state
authorities.

CONCLUSION

141. NATC is optimistic that a restructuring of the business will have the effect of
improving its long term financial prospects while preserving value for all stakeholders and
permitting it to continue to operate as a going concern beyond the period of creditor
protection. The Petitioner believes that the best way to preserve enterprise value for NATC and
its stakeholders is for the Initial Order to be granted and restructuring to be pursued through a
CCAA Plan.

SWORN BEFORE ME at Vancouver, British
Columbia, on the _8_“day of 2015,

)
)
)
Ne// }
V4 - )
A (@missi%r taking affidavits for )
British Columbia )

TEV}A JEFFRIES
Barrister & Solicitor
DENTONS CANADA LLP
20th Floor, 250 Howe Street
Yancouver, B.C, V&C 3R8
Telephene (604) 687-4460

DENNIS M. LINDAHL
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PR NORTH AMERICAN

ITUNGSTEN

CORPORATION LTOD

Head Office:

Box 19, #1640 - 1188 West Georgia Street

Vancouver, BC VGE 4A2

Ph. 604-684-5300 Fax 604-684-2952
DATE: November 3, 2014 . TSX VENTURE EXCHANGE (NTC)

North American Tungsten Files Technical Report for Cantung Mine - Life of Mine
Extended Beyond 2017

Vancouver, BC - North American Tungsten Corporation Ltd. (TSX.V: NTC} {"NTC" or "the Company"}
announces that the Company has filed a Technical Report entitled “Technical Report on the Cantung Mine,
Northwest Territories, Canada” dated September 19, 2014 (the “Report”), The Report was prepared in
compliance with National Instrument 43-101 — Stendards for Disclosure for Mineral Projects and may be
found under the Company’s profile on SEDAR at www.sedar.com.

The Report supports the disclosure contained in the Company’s press release of September 19, 2014, which .
announced that estimates of mineral reserves and resources had increased. The updated reserves and
resources suppart an extended mine life beyond 2017, the report confirmed. Since that last update of 2011,
NTC has extracted more than 1.4 milllon tons of ore at Cantung, yet probable reserve estimates have
increased from the 1.69 million tons reported then to the current estimate of 1,82 million tons.

ON BEHALF OF THE BOARD OF DIRECTORS

"Kurt £, Heikkila®
Kurt €. Heikkila
Chairman & CEOQ

ABOUT NORTH AMERICAN TUNGSTEN CORPORATION LTD.

The Company is a publicly lsted Tier 1 Junior Resource Company engaged primarily in the operation,
development, and acquisition of tungsten and other related mineral properties in Canada. The Company’s
100% owned CanTung mine and MacTung development project make it one of the few tungsten producers
with a strategic asset in the western world. MacTung is one of the world’s largest known undeveloped high
grade tungsten-skarn deposits. :

Neither TSX Venture Exchange nor its Regulotion Services Provider (as thot term as defined in policies of the
TSX Venture Exchonge) accepts responsibility for the odequacy or accurocy of this release.

Cautionary Note: The Company relies upon litigation protection for "forward-looking” statements.

Safe Harbour Statement under the United States Private Securities Litigation Reform Act of 1995 and
similar Canadian legislation: Except for the statements of historical fact contained hereln, the Information
presented contains “Forward-fooking statements” within the meaning of the Private Securities Litigation
Reform Act of 1995 and similar Canadian legisiation. Often, but not aiways, forward-looking statements can
be [dentifled by the use of words such os “plans®, “expects,” “budget,” “scheduled,” “estimates,”
"forecasts,” "Intends,” "anticipates,” “believes,” or variation of such words and phrases that refer to certain
actions, events or results to be taken, and other factors which may cause the actual resuits, performance or
achievements of North American Tungsten Corporation Ltd. to be materially different from any future
results, perfarmance or ochievements expressed or implied by such forward-looking stotements, Such



factors Include, among others, the actual results of reclamation activities, the estimation or realization of
mineral reserves and resources, the timing and amount of estimated future production, costs of production,
capital expenditures, future prices of commodities, possible variations in ore graode or recovery rates,
efficacy and efficiency of milling process, foilure of plant, equipment or processes to operate as anticipated,
accidents, labour disputes and other risks in the mining industry. Although North American Tungsten
Corporation Ltd. has attempted to identify impertant foctors that could cause actions, events or resuits to
differ materiglly from thase described in forword-looking statements, there may be other factors that cause
actions, events or results not to be as anticipated, estimated or intended. There can be no gssurance that
such statements will prove to be occurate as actual results and future events could differ materially from
those anticipated in such statements. Accordingly, readers should not place undue relionce on forward-
looking statements contalned herein and in North American Tungsten Corporation Ltd.'s other filing
incorporated by reference.

INVESTOR CONTACT:
info@natungsten.com Phone: +1.604.684.5300 Fax: +1.604.684.2992
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January 13, 2015

Independent Auditor’s Report

e

To the Shareholders of North American Tungsten Corporation Ltd.

We have audited the accompanying consolidated financial statements of North American Tungsten
Corporation Ltd. and its subsidiaries, which comprise the consolidated statements of financial position as
at September 30, 2014 and September 30, 2013 and the consolidated statements of loss and
comprehensive loss, cash flows and equity for the years then ended, and the related notes, which comprise
a summary of significant accounting policies and other explanatory information.

Management’s responsibility for the consolidated financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards, and for such internal control
as management determines is necessary to enahble the preparation of consolidated financial statements
that are free from material misstatement, whether due to fraud or error.

Auditor’s responsibility

Qur responsibility is to express an opinion on these consolidated financial statements based on our audits,
We conducted our audits in accordance with Canadian generally accepted auditing standards. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the consolidated financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control, An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements,

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a
basis for our audit opinion.

PricewaterhouseCoopers LLP ‘
PricewaterhouseCoopers Place, 250 Howe Street, Suite 700, Vancouver, British Coelumbia, Canada V6C 357
T: +1 604 B06 7000, F: +1 604 806 7806, www.pwe.com/ca
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Opinion

In our opinion, the consolidated financial statements present fairly, in all materizl respects, the financial
position of North American Tungsten Corporation Ltd. and its subsidiaries as at September 30, 2014 and
September 30, 2013 and their financial performance and their cash flows for the years then ended in
accordance with International Financial Reporting Standards,

Emphasis of matter

Without qualifying our opinion, we draw attention to note 1 in the consolidated financial statements which
discloses matters and conditions that indicate the existence of a material uncertainty that may cast
significant doubt about the Company’s ability to continue as a going concern.

signed “PricewaterhouseCoopers LLP”

Chartered Accountants



NORTH AMERICAN TUNGSTEN CORPORATION LTD,
GCONSOLIDATED STATEMENT S OF FINANCIAL POSITION
AS AT SEPTEMBER 30, 2014 AND 2043
FIGURES IN THOUSANDS QF CANADIAN DOLLARS
September 30, September 30,
Note(s) 2014 20
ASSETS
Current assels
(Cash and cash equivelents ' $ 383§ 23
Accounts receivable 6 1,252 8,025
Irventories 7 14,064 7,642
Prepaid expenses 444 288
Derivalve inshuments 8 - 2
16,623 11,787
Accounts receivable 6 ) 2595 5,358
Property, plant and equipment ] a1,149 25,494
Minerdl property - Macting 10 19,681 18,7
Raclamation daposits 1982 5,831 5,469
i ‘ $ 9% $ 72,839
LIABILITIES
Current fisbiliies
Accounts payable and accrued lisbilfes " $ 16,426 § 16,416
Bank loans 12 - 24 678
Calidus loan 17 10,128 .
Current porion of customer advances 1% 4% 2,705
Current porfion of customer loans 18 1,974 -
Current porfion of debenlzres 16 - 2817
Current portion of equipment loans and capital leases T 258 2,807
Current porion of notss payeble 18 2,000 4,934
Currant porion of reclamation liabilifes 19 507 %3
3,810 55,421
Cusfomer advances 14 3,360 5,358
Customer loans 18 6,030 -
Deberhures 18 11564 .
Equipment lnans and capital leases 17 20 482
Notes pay able 8 12,584 2,000
Reclamation kabififes 18 9,384 7,480
75,012 70,141
SHARE CAPITAL AND DEFCIT ) ‘
Share capital 0 54,8% 54,338
Confributed surplus : 2 7,762 6,267
Deficit {75,851 {69,008
{3.053) 2,088
$ FAET 3R 1 72,839
Gaing concem 1
Commitments and confingencies 822
Subsequent events U
ON BEHALF OF THE BOARD
“sigod™
Kurt E, Heikkila
“signed”
Bryce M. A. Porr

The accompanying nofes are an integral part of these consolidated financial statements




NORTH AMERICAN TUNGSTEN CORPORATION LTD,

CONSOLIDATED STATEMENTS OF LOSS AND COMPREHENSIVE LOSS
FOR THE YEARS ENDED SEPTEMBER 30, 2014 AND 203

FIGURES IN THOUSANDS QF CANADIAN DOLLARS

Fer the year ended
{figures in thousands of dolars except for per share amounts) Note(s) September 30, September 30,
2014 013

REVENUES

Sales 2 $ 85200 % 79,818
EXPENSES

Costofsales 23 80,088 79,951

Infarest and financing costs 24 5213 3,308

General and administrafive costs 25 2,949 5,883

Foreign exchange loss {gain) 2,215 a0

Accretion of nancial iabies 12,13, 16 & 18 1,481 1,468

Ex ploragon ’ 507 514

Share-hased compensaion A 48 358

Loss {gain} on revaluation of derivatves B&16 ] {o4)

Loss on disposdl of assels § 16

Impairment of property, plant end equipment 9 - 1,151

Interest and other income ) {218) t.ri]
NET LOSS BEFORE INCOME TAXES (7,168) {13,266}

Defermed income fax recovery n 522 -
NET LOSS AND COMPREHENSIVE LOSS (6,646) {13,266)
Loss per share 30

Basic and diluted 3 0oy § {0.08)
Weighied average number of shares (in housands)

Basic and diuted 238,123 237,438

The accompanying nofes are an Infegral part of these consolidated financial statemenls



NORTH AMERICAN TUNGSTEN CORPORATION LTD.
CONSOLIDATED STATEMENT § OF CASH FLOWS

FOR THE YEARS ENDED SEPTEMBER 30, 2014 AND 2043
FIGURES IN THOUSANDS OF CANADIAN DOLLARS

For the year ended
Note(s) September 30, September 30,
2614 s
CASH FLOWS FROM OPERATING ACTIVITIES
Netloss $ (6.646) § {13,266)
llems not affecting cashr
Amorizalion and depreciation -9 7,928 7,646
Accration of financial labilites 12,13, 16 & 18 1,481 1,408
Accredion of reclamation Fabilifes 19 124 179
Inventory write-down bX| 812 914
Share-based compensafion 20 4 358
Impaimment of property, plant end equipment 9 - 1,157
Loss on disposal of assels 5 16
Foreign exchange loss 1,968 442
Delerred income tax recovery (523 -
Loss (gain) on revaluation of derivalives 8816 P 94
Inkerest and financing cosls 5,156 3,205
10,183 2,466
Adiusstment for.
Change in nor-cash working capital % 1,012 1,664
Increase in reclamation deposits 2 (408) {400}
10,795 570
CASH FLOWS USED IN INVESTING ACTIVITIES
Expendiure on Macking prepery 10 (989) {1,083)
Purchase of property, plant and equipment 9 {8.597) (4,118)
{9,586 {5,211}
CASH FLOWS USED IN FINANCING ACTIVITIES
Ergipment loans and capital leases, net Ll (2.820) (5,890)
Dehenres, net 1% 2,257 -
Notes payable, net 18 11,965 2574
Working C apital Loan 12 (12,000) -
Operating Loan, net 12 {11,103} 2,085
Callidus loan, net 13 9,871 -
Customer advances 14 4% 3,9%
Customer foans 15 5422 -
Interest and nancing costs paid {5.156) (3.208)
{1,138} (440)
Eflect of axchange rale changes an cash and cash equivalents 89 .
CHANGE IN CASH AND CASH EQUIVALENT S 160 (1,921}
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD 203 2,124
CASH AND CASH EQUIVALENTS, END OF PERIOD $ 3 ¢ pix]
Represented l_)z:
Cash $ KLY 168
Cash equivalenks - 3
$ 8 $ 03
Supplemnental cash fow information 2%

The accompanying notes are an infegral part of these consolidated financial statements




NORTH AMERICAN TUNGSTEN CORPORATION LTD.

CONSOLIDATED STATEMENTS OF EQUITY

FOR THE YEARS ENDED SEPTEMBER 30, 2014 AND 2013

FIGURES IN THOUSANDS OF CANADIAN DOLLARS EXCEPT NUMBER OF COMMON SHARES

Number of
Note{s} common Share capital Co:::il;:ted Deficit Total equity
ghares n

Batance at September 3, 2012 BIABLE $ 64573 § 5667 § (85,739) § 14,601

Common shares issued 1,000,000 163 - - 183

Werrants issued 20 242 242

Share-hased compensalion 20 - - 358 - 35
 Nethss - - - {13,266) (13,266)

Balance at September 30, 2013 236,123,058 § 84836 § 82687 § {69,005) § 2,058

Conversion feature of conv erible debentures,

net of taxes of §204 16 - . _ 815 - 815

Capital conkibution on Queerwood [F promissory nole,

net of axes of $228 f8 ) &2 ’ 2

Share-based compensafion 20 - - 48 - 48

Netloss - - - {6,648} {6,648)

Balance at Seplamber 30, 2014 28123058 64,83 § 7762 § {75651) § {3,053}

The accompanying notes are an integral part of these consolidated financial statements



NORTH AMERICAN TUNGSTEN CORPORATION LY.,
NOTES TO THE CONSCLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED SEPTEMBER 30, 2014 AND 2013
FIGURES ARE IN THOUSANDS OF CANADIAN DOLLARS

1.

Nature of operations and going concern:

North American Tungsten Corporation Lid, (the *Company”) is engaged in tungsten mining and related activities including acquisition,
exploration, development and processing of are and concentrates, The Company awns the Cantung mine in the Northwest Teritories; the
Mactung mineral property on the border of Yukon and Northwest Territories; and other tungsten exploration prospects. The Company is
incorporated under the Canadian Business Corporations Act {‘CBCA"). The address of the head office is suite 1640 - 1188 West Georgia
Street, Vancouver, British Columbig, Canada.

These consolidated financial sialements have been prepared in accordance with Intemational Financial Reporting Standards ("IFRS") and
on the basis of accounting principles applicable to a going concem, which assumes that the Company will be able to eontinue operation for
the foreseeable future and will be able to realise its assets and discharge its liebilities in the normal course of business, There are
conditions and events that cast significant doubt on the validiy of this assumption,

For the year ended September 30, 2014 the Company recorded a net loss of $6.6 million (year ended September 30, 2013 the net loss
was $13.3 million). At September 30, 2014 the Company had a working capital deficiency of $15.2 million {September 30, 213 -
$37,6 million) and shareholders’ deficit of $3.1 million (September 30, 2013 - shareholders' equity of $2.1 million).

The abifity of the Company to continue as a going concern depends upen continued support from its shareholders, lenders and customers.
The Company will need to generate posiive net eamings. To accomplish this, the Company commenced a mine and mill improvement
project to increase mill throughput and metallurgical recovery, which is near completion at September 30, 2014, In addition, it will be
necessary to roll-over, extend, replace or refinance existing loan facilities as they mature, arrange new financing or convert exisfing debis
into equity.

Subsequent to September 30, 2014, the Company executed a promissory note with Queenwood Capital Parners I LLC (“Queenwood II)
for up to USD$3.0 million to provide near term liquidity and working capital {Note 34).

Subsequent to September 30, 2014, the Company extended the Callidus Capital Corporation (“Callidus™} loan to May 31, 2016 and
borrowed additional funds of $3.85 million (Note 34). Of the additional funds received, $2.0 million was used to repay a promissory note
that matured on December 31, 2014, The repayment of any principal amounts to Queenwood Il is fully subordinated to the repayment of
the Callidus loan,

If the going concem assumption were not appropriate for these financial statements, adjustments would be necessary o the carrying
values of assets and liabilities, reported expenses and classification used in the statement of financial position. The adjustments would be |
material,

Significant accounting policies:
a, Basis of preparation

These consolidated financial statements are prepared in accordance with [FRS as issued by the International Accounting Standards Board '
(1ASB"), The consolidated financial statements have been prepared on a historical cost basis except for financial instruments classified as
fair value through profit or loss (*FVTFL"} which are stated at their fair value,

The Board of Directors approved these financial statements on January 13, 2015,
b. Basis of consolidation

These consolidated financial statements include the financial statements of the Company and the enlities controlled by the Company (its
subsidiaries). Control is defined as the exposure, or rights, to variable returns from involvement with an investea and the ability to affect
those refurns through power over the investee. Power over an investee exists when the Company has existing rights that give the
Company the ahility to direct the activities that significantly affect the investee's returns. This control is generally evidenced through
owning more than 50% of tha voling rights or currently exercisable potential voting rights of a subsidiary’s shars capital. The financial
statements of subsidiaries are included in the consolidated financial siatements from the date that control commences untii the date that
control ceases, Where necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies into
line with those of the Company. ‘

Intercompany balances and transactions, including any unreafised income and expenses ansing from intercompany transactions, are
efiminated in preparing the consofidated financial statements.

PAGE 6




NORTH AMERICAN TUNGSTEN CORPORATION LTD,
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED SEPTEMBER 30, 2014 AND 2013
FIGURES ARE IN THOUSANDS OF CANADIAN DOLLARS

The consolidated financial statements include the financial statements of the Company and its subsiciaries listed in the following table:

Name of subsidiary Country of incorporation Ownership interest Functional currency
Numbared Company inc. Delaw are, United Stoles of America 100% usb
Intemational C arbiiech Industries Inc. ™ Brilish Columbia, Canada 100% CND

{1) Intermational Carbitach Industies Inc. was dissolved by way of voluntary dissolution under he CBCA on March 21, 2014,

c. Farelgn currency translation
Funciional and presentation cumency

tems included in the financial statemenls of each cansolidated entity are measured using the currency of the primary economic
snvironment in which the entity operates (the “functional currency"). The functional currency of the Company is the Canadian dollar
(*CND"). The consolidated financial statemants are presented in CND, which is the Company's presentation currency.

Translation of foreign operations

The results and financial position of entities thal have a functional currency different from the presentation currency are translated into the
presentation currency as follows: assets and liabilities — at the closing rate at the date of the statement of financial position and income
and expenses - at the average rate of the period (as this is considered a reasonable approximation to actual rates). All resulting changes
are recognised in other comprehensive incoma {loss) as cumulative translation adjustments,

When an entity disposes of its entire interest in a foreign operation, or loses contral, joint control, or significant influsnce over a foreign
operation, the foreign currency gains or losses accumulated in other comprehensive income (loss) related to the foreign operation are
recognised in profit or lass. If an enfity disposes of part of an interest in a foreign operation which remains a subsidiary, a proportionate
amount of foreign currency gains or losses accumulated in other comprehensive income (loss) related to the subsidiary is reallocated
hetween controliing and nen-controfling interests,

Transactions and balances

Foreign currency transactions are translated into the functional currency of an enlity using the exchange rates prevailing at the dates of the
transactions. Generally, forsign exchange gains and kosses resuling from the seitlement of foreign cumency transactions and from the
translation at period end exchange rates of monetary asseis and liabilities denominated in currencies other than an entity's functional
currency are recognised in income (Joss) for the period.

d. Financial instruments

Financial assets and financial Babilifies are recognised on the statement of financial position when the Company becomes a parly to
contractual provisions of the financial instrument, Ali financial instruments are measured at fair value on initial recognition, Measurement in
subsequent periods depends on the category of financial instruments, FVTPL financial assets and fabiliies are subsequently measurad at
fair value with gains, losses and transactions costs recognised in income {loss) for the period. Financial assets held to maturity, loans and
receivables and other financial kabilities are initially recognised at fair value net of transaction costs and are subsequently measured at
amortized cost using the effecfive interest method. Available for sale financial assets are subsequenlly measured at fair value with
unrealised gains and losses, including changes in foreign exchange rates, recognised In other comprehensive income (foss).
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NORTH AMERICAN TUNGSTEN CORPORATION LTO,
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED SEPTEMBER 30, 2014 AND 2013
FIGURES ARE [N THOUSANDS OF CANADIAN DOLLARS

The Company has designated each of its significant categories of financial instrumants as follows:

Cash and cash equivalents Loans and receiv ables
Accounts receivable Loans and receiv ables
Reclamation deposits {oans and recevables
Accounts payable and accrued Rabiliies Other financial Fabiiifes
Bank loans Other financid lisbiliies
Callidus loan Other financidl libilifes
Customer loans Ofer financial iabilifes
Equipment loans and capitel leases Other financial fisbilifes
Debentures & convertble debentures (interest bearing portion) Other financial babilites
Noles payable . Other financial liabilites
Dexivative instruments FVTPL

e. Cash and cash equivalents

Cash and cash equivalents include cash in bank accounts and demand deposits with maturities from tha date of acquisition of 90 days or
less. :

f.  Inventories

Concentrate inventories are comprised of tungsten and copper concentrates. Tungsten concentrate inventories include all direct costs
incurred in production including labour, materials, cost of freight to the mine site, depreciation and altributable administrative overhead
costs. Net realisable value for tungsten concentrate invenfories is determined based on the Company's average realised tungsten sales
price for the month less the costs to sell,

Copper concentrate is a by-product of the lungsten production process. The cost of capper inventory is determined based on the relative
sales value approach, where the total production costs for the period when the copper was produced ars allocated based on the estimated
sales value of the copper compared to the estimated sales valug of the tungsten, Net realisable value for copper inventories is determined
based on the market sales price for copper at the end of the reporting period less the costs to sell.

Ore stockpile inventory consists of stockpiled ore on the surface and inchides all directly atfributable mining costs to the specific stage of
praduction including, for material from the open pit, associated waste rock stripping costs.

Supplies inventory is valued at weighted average cost.

All inventories are carried at the lowar of cost and net realisable value. if the net realisabla value of an item of inventary is below [ts cost, it
is written down to net realisable value in the period. In subsequent periods, if the circumstances that caused the inventory ta be written
down befow cost no longer exist or there is clear svidence that an increase in net realisable value has occurred, the write down is reversed
to the extent that the new carrying amount is the fower of the original cost or the revised net realisable value,

9. Property, plant and equipment

Property, plant and equipment are initially recorded at cost and are camied at cost less accumulated depreciation and write-downs.
Property, plant and equipment are amortized using the unit of production method.

Cost includes expenditures that are directly attributable to the acquisition of the assef. Subsequent costs are included in each asset's
carrying amount or recognised as a separate asset, as appropriate, only when it is probable that future economic benefits associated with
the: itern will fiow to the Company and the costcan be measured reliably.

Repairs and maintenance costs are charged Lo the statement of comprehensive loss during the period in which they are incurred, except
when these repairs significantly extend the life of an asset or result in an operating improvement. in these instances, the portion of the
repairs relating to the betterment is capitalized as part of plant and equipment, Major overhauls are capitalized to each asset in the period
that they are incurred and the costs assaciated with the original asset derecognised.
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NORTH AMERICAN TUNGSTEN CORPORATION LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED SEPTEMBER 30, 2014 AND 2013
FIGURES ARE IN THOUSANDS OF CANADIAN DOLLARS

The major categories of property, plant and equipment are as follows:

Major categories Depreciation method
Mine infrastuchire assels Unit of production
Buildings, equipment and plant Unit of production
Tailings management Unit of production
Equipment under capital leases Unit of production

Mine infrastructure assets include costs of access drifts, ramps, tunnels and infrastructurs to access ore bodies, which are estimated fo
provide benefits to the Company for future production, Costs are assigned to individual ore bodies and are amortized using the unit of
production method based on the estimated recoverable tungsten units associated with the specific ore body. When the estimated
recoverable tungsten units associated with the costs have been mined and it is determined that no future material benefit will be provided
by the assets, a retiremant is recorded to remove the costs and associated accumulated depreciation,

The Company allocates the amount initially recognised in respect of an item of property, plant and equipment to its significant companents
and separately depreciates each component over its useful life. Residual values, method of depreciation and useful fives of the assets are
reviewed af each reporing date and adjusted if appropriate. Gaing and losses on disposals of property, plant and equipment are
recognised in the statement of comprehensive loss in the period when the disposal occurs,

Costs associated with the stripping of overburden or waste rock in an open pit that provide access to additional sources of ore and that are
expected to provide fulure benefits are capitalised as deferred stripping costs within property, plant and equipment. Deferred stripping
costs are amortised over the estimated lons of ore made available by the stripping campaign and are transferred to stockpile inventory as
the ore tons are mined, Deferred stripping is initially measured at cost and subsequently carried at cost less amortisation and impairment
losses.

- h. Capital leases

Assets under capital lease are capitalized as part of property, plant and equipment and the cutstanding lease obligations are shown in
equipment joans and capital leases. The interest element of lease payments is expensed aver the term of the lease and is reported in the
statement of comprehensive loss as an interest and financing cost.

i.  Borrowing costs

Borrowing costs attributable to the acquisition, construction or production of qualifying assets are added to the cost of those assets, until
such time as the assets are substantially complete and ready for their infended use. All other borrowing costs are recognised as interest
and financing costs in the statement of comprehensive loss in the period in which they are incurred,

jo  Mineral property interests

Mineral property costs for the acquisition, exploration, evaluation and development of mineral properly interests are capitalized on a
property-by-property basis, Such expenditures include direct costs and an appropriate portion of related overhead expenditures. Mineral
property costs are considered to be intangible assets, Mineral property costs are not amortized, Each properly is evaluated each reporting
period for indicators of impairment, in order to determine if the cosls incurred to date conlinue to be recoverable. Capitalized costs that
exceed the estimated recoverable amount are charged to the stafement of loss, Upon sale or abandonment of mineral properiies, the
accumulated costs are derecognised and any gains or losses thereon are inckided in the stalement of loss.

When a mineral property moves from exploration into development, the costs of the property are transferred to property, plant and
equipment.

k. Impairment of non-financial assets

Property, plant and equipment and any intangible assets are tested for impairment when events or changes in circumstances indicate that
the carrying amount may not be recoverable. For the purpose of measuring recoverable amounts, assets are grouped at the lowest levels
for which there are separatsly identifiable cash flows (cash-generating units or CGUSs). The recoverable amount is the higher of an assef's
fair value less costs to sell and value in use (being the present value of expected future cash flows of the relevant asset or CGU). In
assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset. An impairment loss is recognised for the
amount by which the asset's canrying amount exceeds its recoverable amount.

PAGE 9




NORTH AMERICAN TUNGSTEN CORPORATION LTD,
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED SEPTEMBER 30, 2014 AND 2013
FIGURES ARE IN THOUSANDS OF CANADIAN DOLLARS

Where an impairment ioss subsequenty reverses, the carrying amount of the asset is increased to the revised estimate of its recoverable
amount, but to an amount that does not exceed the carrying amount that would have been determined had no impairment loss been
previously recognised. A reversal of an impairment loss is recognised immediately in the statement of loss.

. Compound financlal instruments

Compound financial instruments issued by the Company comprise convertible debentures that contain an option to convert a portion or the
entire amount inta equity at the oplion of the holder and the number of shares to be issued doss not vary, The liability component of a
compound financial instrument is recognised initially al the fair value of a similar Fability that does not have an equity conversion option,
The equity component is racognised initially as the difference between the fair value of the compound financial instrument as a whole and
the: fair value of the liabilily componant. Any directiy atiributable transaction costs are allocated to the liability and equity components in
proportion to their inifial carrying amounts. Subsequent ta initial recognition, the liabifity component of a compound financial instrument is
measured at amortized cost with accretion due fo the passage of time recognised as an expense in the statement of comprehensive loss,
The equity component of a compound financial instrument is not re-measured subsequent ta initial recognition except on conversion or
axpiry.

m, Reclamation liabilities

Provision is made for closure, restoration and environmental rehabilitation costs (which include the dismantiing and demolition of
infrastructure, removal of residual materials and remediation of disturbed areas) in fhe financial period when the related obligation arises,
based on the estimated future costs using the best information available at the statement of financial position date. Af the time of
establishing the provision, a correspanding asset is capitalised to property, plant and equipment as a reclamation asset, where it gives rise
to a future benefit. The provision is discounted using & current market based pre-tax discount rate and the unwinding of the discount is
recorded as interest and financing costs,

The provision is reviewsd each reporting period for changes to obligations, legislation or discount rates that impact estimated costs or
fiming of setlement. The cost of the related asset is adjusted for changes in the provision resulting from changes in the esfimated cash
flows or discount rata.

n.  Revenue recognition

Revenue is measured at the fair valus of the consideration received or receivable. The Company recoghises ravenus when the amount of
revenua can be refiably measurad and when it is probabile that the future economic benefit will flow to the Company. These criteria are
generglly met when title, risk and benefit have passed fo the customer and acceptance of the product has been obtained when
confractually required, Typically revenua is recognised when product is delivered to customer facilities or when loaded on a vessel at an
international shipping port. :

Tungsten concentrates are sold under pricing amangements where finel prices are determined based on quoted market prices of the
refined product in a period prior to the date of sale,

Copper concentrates are sold under pricing arrangements where final prices are determined based on quoted market prices for the refined
product in a period subsequent to the date of sale. Final pricing is generally determined two to three months after the date of sale.
Revenues are recorded provisionally at the ime of sale based on forward prices for the expected date of the final setilement. Subsequent
variations in price are recognised as revenue adjustments as they oceur until the price is finalized,

o. Income taxes

Income tax comprises current and deferred tax. Income tax is recognised in the statement of comprehensive income {loss) except to the
extent that it relates to items recognised dirsctly in equity, in which case the income tax is also recognised directly in equity.

Current tax is the expected tax payable on the taxable income for the year, using lax rates enacted or substantively enacted, at the end of
the reporting period, and any adjustment to tax payable in respect of previous periods,

In general, deferred tax s recognised in respect of temporary differences arising betwesn the tax bases of assels and liabiliies and their
carrying amounts in the consolidated financial statements. Deferred income fax is determined using tax rates and laws that have been
enacted or substantively enacted at the date of the statement of financial position and are expected to apply when the deferred tax asset
ar iability Is settled, Defarred tax assets are recognised fo the extent that it iz probable that the assets can be recovered.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries except where the fiming of the reversal of

the temporary difference is controlled by the Company and it is probable that the temporary difference will not reverse in the foreseeable
future. Deferred income fax asssts and fabilities are presented as non-current,
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NORTH AMERICAN TUNGSTEN CORPORATION LTD,
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED SEPTEMBER 30, 2014 AND 2013
FIGURES ARE IN THOUSANDS OF CANATIAN DOLLARS

Deferved incoma tax assats and liabilities are offset when thera is a legally enforceable right to offset current tax assats against current tax
liabilittes and when the deferred income faxes assels and abilites relafe to income laxes levied by the same taxation authority on sither
the same taxable entity or different taxable entities where there is an intention to seltfe the balances on a net basis.

p. Share-based compensation

The Company granis share options to directors, employees and consultants. Share oplions are granted with varying vesting terms over
the life of the option. Each tranche in an award is considered a separate award with its own vesting pariod and grant date fair value. The
fair value of each tranche is measured at the date of grant using the Black-Scholes option pricing model. Compensation expense is
recognised over the tranche's vesting period based on the number of awards expected to vest. The number of awards expected to vest is
reviewed at least annually, with any impact being recegnised immediately. Share options that are granted to consultants (non-employees)
are fair valued hased on the fair value of the products and services received by the Company from the consultant, If the fair value of the
products and services received cannot be reliably measured, the options are fair valued using Black-Scholes.

q. Eamings {foss) par share

Basic eamings {loss) per share {'EPS") is calculated by dividing the net income (loss) for the period altributable to equity owners of the
Company by the weighted average number of common shares oulstanding during the period,

Diluted EPS is calculated by adjusting the weighted average number of common shares cutstanding for difutive instruments, The number
of shares included with respect to options, warrants and similar instruments is compufed using the “freasury share method”. The number
of shares included with respect to convertible debentures and similar instruments is computed using the "W converted method”. The
Company's potentially dilutive common shares comprise share options granted to employees, warrants and convertible financial liabilities.
When a nef loss is incurred for a pedod, basic and diluted eamings per share are the same because the exercises of options, warrants
and conventible financial liabilifies would be anti-dilutive.

r.  Share capital

The Company records proceeds from share issuances net of sﬁare issuance costs. Share capital issued for non-monetary consideration is
recorded at the fair value of the products or services received unless the fair value cannot be reasonably determined in which case the
share capital is recognised at the fair value of the shares on the date the shares are issued.

3. Adoption of new and amended IFRS pronouncements:

The Company adopted the new and amended pronouncements fisted below as at October 1, 2013 in accordance with transitional
provisions outfined in the respactive standards. The Company has determined that thare is no material impact from the adoption of these
new standards with the exception of additional note disclosures on the adoption of IFRS 13, :

IFRS 10 - Consolidated Financial Statements

IFRS 10 requires an entity to consolidate an investes when it is exposed, or has rights, to variable retums from its involvement with the
investee and has the ability fo affect those retums through its power over the investee. Under pre-existing IFRS, consolidation was
required when an entity had the power to govern the financial and operating policies of an entity so as to obtain benefits from its achivities.
IFRS 10 replaces SIC-12, Consolidation — Special Purpose Enfities, and parts of 1AS 27, Consolidated and Separate Financial Statements,

{FRS 11 - Joint Arrangements

IFRS 11 requires a venture o classify its interest in a joint amangement as a joint venture or joint operation. Joint ventures will be
accounted for using the equity method of accounting whereas for a joint operation the venturer will recognisa its share of the assels,
kiabilities, revenue and expenses of the joint operation, Under pre-existing IFRS, entities had the choice to proportionately consolidate or
equity account for intarests in incorporated joint ventures. IFRS 11 supersedes IAS 31, Interests in Jaint Ventures, and SIC-13, Jointly
Controlled Entities-Non-monstary Contributions by Venturars,

IFRS 12 - Disclosure of Interests in Other Entities
IFRS 12 sstablishes disciosura requirements for interests in other entities, such as subsidiaries, joint arrangements and associates. The

standard carries forward existing disclosures and also infroduces significant additional disclosure requirements that address the nature of,
and risks associated with, an entity's inferests in other entities.
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IFRS 13 - Fair Value Moasurement

IFRS 13 is a comprehensive standard for the fair value measurement and disclosure requirements for use across all IFRS standards, The
new standard clarifies that fair valug is the price that would be received to sell an assel, or paid to fransfer a liability in an orderly
transaction between market participants, at the measurement date, It also establishes disclosures about fair value measurement, Under
pre-existing IFRS, guidance on measuring and disclosing fair value was dispersed among the specific standards requiring fair value
measurements and in many cases does not reflact a clear measurement basis or consistent disclosures,

4, IFRS pronouncements ~ Issued but not yet effective:

IFRS 8~ Financig! Instruments

IFRS 9 addresses the dassification, measurement and recognition of financial assets and financial liabilities. It replaces the parts of
IAS 39 that relate o the classification and measurement of financial instruments. IFRS 9 requires financial assets to be classified into two
measurement categories: those measured at fair value and those measured at amortized cost. The determination is made at initial
recognition, The classification depends on the enlity’s business model for managing its financial instruments and the confractual cash fiow
characteristics of the instument, For financial liabilities, the standard retains most of the IAS 39 requirements. The main change for
liabilities is thal, in cases where the fair value option is taken for financial liabilities, the part of a fair value change dus to an entity's own
credit risk is recorded in other comprehensive income (Joss) rather than in net eamings, unless this creates an accounting mismatch, The
Company does not expect IFRS 9 to have a material impact on the consolidated financial statements. IFRS § is effective for annual
periods beginning on or after January 1, 2018,

IFRS 15~ Revenue from Contracts with Customers

IFRS 15 was issued by the IASB in May 28, 2014. The objective of the standard is to establish principles about the nature, amount, fiming
and uncertainty of revenue and cash flows arising from a contract with a customer, The standard replaces IAS 11 - Construction
Contracts, IAS 18 — Revenue, IFRIC 13 ~ Customer Loyally Programmes, IFRIC 15 — Agreements for the Construction of Real Estate,
IFRIC 18 — Transfer of Assets from Customers and SIC 31 - Revenue — Barter Transactions involving Advertising Services. The standard
is sffective for annual periods beginning on or after January 1, 2017, with early adoption permitted. The Company is currently assessing
the impact of adopting IFRS 15.

IFRIC 21 - Lavies

IFRIC 21 clarifies that an enlity recognises a Fability for a levy when the activity that triggers payment, as identified by the relevant
legistation, occurs. Far a levy that Is tiggered upon reaching a minimum threshold, the interpretation clarifiss that no liabifity should be
anticipated before the specified minimum threshold is reached. IFRIC 21 is effective for annual periods beginning on or after
January 1, 2014. The Company does not expect IFRIC 21 to have a material impact on the consolidated financial statements.

5.  Critical accounting estimates and judgments;

The preparation of these consolidated financial statements requires the use of certain critical accounting estimates and judgments. It also
requires management to exercise judgment in applying the Company's accounting policies. These estimates and judgments are based on
management's bast knowledge of relevant facis, circumstances and past experiences. Significant areas where management’s judgment is
applied inciude; assessment of the Company's ability to confinue as a going concem, useful lives of property, plant and equipment,
impairment assessment inpus to determine veluation of property, plant and equipment, rectamation ligbilities, amoriization and depreciation
and ore reserve determinations as they retate to the amortization bases.

Certain amounts recognised in the financial statements are subject to measurement uncertainty. The recognised amounts of such items
are based on the Company’s best information and judgment, Such amounts are not expected to change materially in the near term but
changes in assumptions could materially affect the estimates.

* The amounts recorded for depreciation and amortization depend on estimates of tungsten reserves, the estimated economic lives of
the assets and estimated salvags values,

* The allocation of waste stripping between ore stockpiles and deferred stripping depends on the estimate of tungsten reserves in the
open pit.

* Reclamation fiabilities for future site restoration costs depends on estimates of costs, rates of inflation, discount rates, estimated
fiming of progressive and future reclamation work, the regulatory environment and mine devefopment plans which are all dependent
on the lfe of mina assumptions. Changes in the life of mine or any of the assumptions could materially affect the estimated liability.

» Costs that have been deferred in refalion to mineral property interests have been deferred to the extent that they are expected to be
recovered. The viability of exploration properties depends on the quantity and grade of mineralization, the location of the deposit in
relation to infrastructure, the estimated future market prices of the minerals and political, social and environmental considerations,
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6.

T

8.

* In assessing the recoverable amount of property, plant and equipment in the event indicators of impairment are identified, the fair
value less costs fo sell and value in use assessment require managemant to make estimates and assumplions about expected
production and sales volumes, realised sales prices, reserves, operating costs, mine closure and restoration costs, Ruture capital
expenditures and appropriate discount rates for future cash flows. The estimates and assumptions are subject to risk and
uncertainty, and as such there is the possibility that changes in circumstances will alter these projections, which may impact the
recoverable amount of the assets. In such circumstances, some or all of the carrying value of the assets may be further impaired or
the impairment charge reduced with the impact recorded in the statement of comprehensive loss.

Impairment of property, plant and equipment

As at September 30, 2014, the Company identified indicators of impaiment associated with its properly, plant and equipment. The
recoverable amount was determinad based on the value in use method using discounted future cash flows at a discaunt rate of 13.0%.
The estimated future cash flows in the value in use madel incorporated the Company's best estimates of the following assumptions: Rsture
tungsten prodection based on the mine plan, reserves, future sales prices, operating cosls and discount rates. Sensitivities for the key
assumptions in the value in use model are as follows:
» Forecasted realised sales prices - with other veriables unchanged, a 10% decrease in the forecast realised sales price would
. produce no impairment,
* Tons of ore available to be mined - with other variables unchanged, a 10% decrease in the tons available to be mined would
produce no impairment,
* Discount rate - with other variables unchanged, a 10% increase in the discount rate would produce no impairment,

Accounts receivable:
September 30,  September 30,
2014 2013
Trade receiv ables $ 303 % 13,950
Taxes and ofher receivahbles 808 433
3847 14,383
Current porfion of accounts receivable {1,252) {9,025)
Long-term portion of accounts receiv able ] 2595 % 5,358
Inventories:
September 30,  September 30,
‘ 2014 013
Tungsten concenfrales $ 3788 § 839
Copper concentrates 86 87
Ore stockpile 5,301 2,613
Materials and supplies ‘ 4,889 4103
$ 14064 § 7,642

Derivative instruments:

September 30,  September 30,

2014 2013
USDICND forward exchange rate sale contracts $ - % 29
- 4§ .

There were no oulstanding forward exchange rate contracts at September 30, 2014. At September 30, 2013 the Company held
USD$7.5 million {CON$7.7 milion) of USD/CDN forward exchange rate sales contracts with exchange rates of USD/CDN1,029 to
USD/CDN1,046, For the year ended September 30, 2014 a loss on revaluation of derivative instruments of $29 thousand was recognised

{September 30, 2013 - gain of $29 thousand).
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8.

Property, plant and equipment:

Ecuipment Buiidings, Mine Taings
wder capitl  equipmentand  infastuchue Tod
lease plant assels management
Opening cost, October 1, 2012 $ 12960 § Ao § o453 15102 § 99,587
Addlions 907 1,058 34 1,488 3187
Project cost adjustment . . {602) . (802)
Disposals . (30) . . (30)
Transfer bebw een calagories ] (5,868) 5,368 - - -
Ending cost, Septamber 30, 2013 7,990 38,006 40,147 16,590 102,742
Opening balance, accumutated depreciaion and impaimments,
October 1, 2012 4,64 15,054 34,634 13,648 67,857
Pepreciation 1733 24171 2,481 B75 7.546
Impaiment - 1,613 244 - 1,757
Disposals - (12) - - (12)
Transier belween calegaries {2,884 2,884 - - -
Ending batance, accumulated depreciation and Impaiments,
Seplernber 30, 2013 347 1,916 37,338 14,523 77,248
Ending balance, September 30, 2013 $ 4528 § 16000 $ 2808 § 2067 § 25494
Opening cosl, Oclober 1, 2013 $ 7998 § 38006 % 0,147 § 16,590 $ 102,742
Adkiions 564 6,248 168 278 9,713
Disposals - {110) - - {110
Transfer 1o ore siockplie - inventory - - (125) . (125)
Transtr batween calagories {7.573) 1,572 - . .
Ending cost, September 30, 2014 . 991 51,716 40,190 19,323 112,220
Opening balance, accumiBated depreciaion and imparments,

Qclober 1, 2013 3,470 21916 37,338 14,523 77,248
Depreciation 1,358 4 257 1,808 505 7928
- Disposals - (405) - - {105}

Transfer between calsgories (4,489) 4,489 - . -
Ending talance, accumulated depreciation and impainmients, _

Seplember 30, 2014 338 30,557 39,147 15,028 85,0M
Ending balance, September 30, 2014 $ #62 §  M19 $§ 1,043 § 4295 § 2,149

As part of the Callidus fcan, the Company has entered into a general security agreement which includes all property, plant and equipment
{Note 13) except for specific assets which are held as security for the promissory note with the former mining contractor {Note 18),

Included in tailings management is a raise on a tailings pond totalling $2.2 million which was under construction during the year ended
September 30, 2014. Depreciation will commence on this asset in October 2014,

Included in mine infrastruclure assets is $0.2 milion (September 30, 2013 - $0.4 million) of deferred stripping costs from the fiscal 2013
open pit mining program.

At September 30, 2014 the Company assessed the Canlung assets for indicators of impairment and noted the presence of specific
indicators. As a result, the Company reviewed the carrying value of the Cantung assets for potential impairment. The recoverable amount
of the Cantung assets at September 30, 2014 was determined based on the value in use method using future cash flows discounted at a
rate of 13.0%. The estimated future cash flows utifized in the valiie in use modsl incorporated the Company's best estimates of future
tungsten production based on the mine plan, reserves, future sales prices and operating costs. Based on the value in use modei, the
carrying value of the Cantung assets are recoverable and no impairment charge is required.
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10. Mineral property - Mactung:
The following table summarizes the Company’s investment in the Mactung propery.

Balance October 1, 2012 $ 17,668
Expenditres during the year 1,063
Batance September 30, 2013 $ 18,731
Ex pendifures during the year 930
Balance September 30, 2014 $ 19,661

‘The Mactung mineral leases ara located on the berder of Yukon and Northwest Territories and are held under various mineral lease
agreements and claims,

On January 31, 2005 the Company entered into an Amended Raoyalty Agreament on the Mactung property with Teck Resources Limited
(*Teck’). For $100 thousand Teck granted the Company an opfion (the “Option”) to reduce the Maclung royalty from a 4% net smelter
return ("NSR"} lo a 1% NSR, such Option to be exercisable by the Company upon paying to Teck an additional $1.0 million by the earfier
of:
March 38, 2015; or
* 60 days after the receipt of a water license issued in connection with any proposed development of the properties {as
such term is defined in the Mactung Royalty Agreement) for mineral production,

As the Company did not exercise the Option by March 30, 2010, i paid an additional $200 thousand to Teck tc maintain the Option,

11, Accounts payable and accrued liabilities:

September 30,  Saptember 30,

014 2013
Trade pay ables $ 9683 % 9,287
Property, plant and equipment and Mactung properly costs pay able M5 812
Royalies payable ' 4,562 3728
1,755 2,589

Other payables and accrued fiabilifies
' $ 642 § 16,415

12, Bankloans:

The balances of the Operating and Working Capital Loans are as follows:

September 30,  September 30,

2014 2013

Qperating Loan $ - % 1,103
Working Capital Loan - 13,576
$ - 8 24,679

HSBC Bank Canada ("HSBC") credit facllities

Operating Loan

The Company had an Operating Loan facility with HSBC to a maximum of $12.0 million, of which up to USD$5.0 million of the facility was
available in USD. The borowing base was a percentage of applicable trade accounts receivable and product inventory, The loan caried
interest at HSBC prime rate + 2.0% per annum to the maturity date which was subsequentiy extended with an increase in interest rate of
2,0% per annum. The [oan contained a general security agreement in favour of HSBC over the Cantung mine and associated assels.
During the year ended September 30, 2014 the Company repaid the balance of the Operating Loan facility which was then cancelied.
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13

Working Capital Loan

The Company had a Working Capital Loan facility with HSBC to a maximum of $12.0 million. The loan required monthly interest payments
at HSBC Bank prime +0.25% to the maturity date which was subsequently extended with an increase in interest rate of 2.0% per annum.

A letter of credit that was guaranteed (the *Guarantee”} by two directors (the “Sponsors”} of the Company (Note 27) was pledged as
security for the Working Capital Loan, in the amount of USD$12.0 million. The Sponsors and HSBC entered into a Put Agreement
exercisable by HSBC at its sole discretion, allowing HSBC to exchange the outstanding balance of the Working Capital Loan with the
Sponsors for up to a USD$12.0 million letter of credit,

Under the extension of the credit facility to June 30, 2014, the Guarantee and the Put Agreement were also extended. The Company
compensated the Sponsors by paying a fes of 2.25% of the amount of the outstanding batance of the letter of credit sach quarter that the
letter of credit remained oulstanding. For the year ended September 30, 2014 the Company recognised an interest and financing cost of
$750 thousand in respect of the Guarantee to the Sponsors (year ended September 30, 2013 - $794 thousand).

A fee payable to the Sponsors of USD$2.0 milion for the Guarantee was due December 31, 2013. During the year ended
September 30, 2014 the USD$2.0 million fee was refinanced in the Debentures (Note 168). For the year ended September 30, 2014 the
Company recognised accretion of $497 thousand related fo the fee (September 30, 2013 - $1.0 millian).

On June 16, 2014 HSBC issued a demand for full repayment of the loan balance and issued the Put noice, allowing HSBC to exchange
the outstanding balance of the loan with the Sponsors within 30 days. On July 2, 2014 the Company executed a USD$12.0 million
promissory note with Queenwood !l {Note 18) to replace its $12.0 million Warking Capital Loan which was then repaid in full,

Callidus loan:
Balance at September 30, 2013 $ .
Callicus loan 11,000
Principal repay ments , (450)
Transackon cosls (679)
Accrefion 257
Balance at September 30, 2014 ' $ 10,128

On May 14, 2014 the Company executed an $11.0 million joan with Callidus. The loan is for a ferm of 1 year, repayahle on demand and
bears inferest at 18% per annum with interest payable quartedy. Principal repayments of $150 thousand per month commenced on
July 31, 2014 with the remaining balance due on maturity. Inciuded in transaction costs, the Company paid a non-refundable facility fee of
1% of the Callidus loan ($110 thousand) to Callidus and a finder's fee of $75 thousand was paid to a third party. The Company has
provided security in the form of a first charge over all assets of the Company, sxcluding the Mactung property, accounts receivable from a
customer and all mining and mineral leases, claims and fenures. The repayment of any principal amaunts to debentura halders is fully
subordinated to the repayment of the Callidus |can.

Of the loan proceeds, $5.8 million was used to repay the balance of the HSBC Operating Loan facibty (Note 12) and $1.0 million was used

to repay certain aquipment foans and capital leases {Note 17). The remaining proceeds of the loan were used to provide working capital to
the Company.
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14, Customer advances:

September 30, September 30,

2014 2013
Customer advances $ 3186 8 8,063
Current porfion of customer advances (426) < (2705)
Long-term portion of customer advances $ 30 ¢ 5,358

On December 19, 2013, the Company entered into a loan amangement with an existing customer and the pre-existing USD$2.2 mitkon
advance from that customer was rolled into the loan (Note 15).

On February 20, 2014, the Company entered into a new tungsten delivery contract with another existing customer, Under the lerms of the
new delivery agreement, the existing USD$3.0 million customer advance will bear interest at 3.0% per annum, with quarterly interest
payments commencing on March 31, 2014, The customer advance is repayable by February 1, 2017 (the end of the initial contract term) or
by mutual sgreement by February 1, 2019 (the end of the opfional contract renewal periods). See Note 29 for delails of the tungsten
delivery contract.

The tungsten delivery contracts contain provisions that could allow the customer to terminate the delivery contract if delivery quantities or
concentrate specifications are not achieved for three consecufive months. In the event of termination of the delivery contract by the
customer, the customer advances would become due on demand

On July 2, 2014 the Company executed a supplier financing agreement with a customer and its financial institution whereby the customer's
financial institution pays for tungsten concentrate shipments within 3 to 5 business days of being invaiced. The financial institution charges
a fee for providing this service of which $64 thousand was expensed in interest and financing costs for the year ended
September 30, 2014, The customer pays their financial institution for the product within normal payment terms. Bue to the provisions in the
tungsten defivery contract, the Company had been paid for shipments that had not been recognised as revenue at September 30, 2014,
resulting in a $0.4 million customer advance.

During the year ended September 30, 2014 tha Company applied an existing USDS$2.6 million customer advance against the associated
receivables on completion of the requirements under the tungsten delivery confract. ’

15, Customer loans:

September 30, September 30,

2014 2013
Customer loans $ 8064 § .
Curent porfion of customer loans {1,974) -
Long-erm porfion of customer loans $ 6080 § .

On December 19, 2013, the Company entered into & new tungsten defivery contract with an existing cusiomer {(Note 23). In conjunction
with the tungsten defivery confract a loan was arranged for USD$2.5 million and the existing LUSD$2.2 million advance from the customer
(Note 14) was rolled info the loan, The combined USD$4.7 million loan matures on December 31, 2018 and bears interest at 3.0% per
annum with quarterly interest payments commencing on March 31, 2014, Equal principal repayments of USD$293,750 per quarier
commanca on March 31, 2015 and continue each quarter thereafter with the final payment on December 31, 2018.

On February 20, 2014, the Company entered into a new tungsten delivery contract with another existing customer {Note 29). In conjunction
with the fungsten delivery contract a foan was arranged for USDS2.5 million. The loan matures on March 31, 2017 and bears interast at
3.0% per annum with quartery interest payments commencing on March 31, 2014, Equal principal repayments of USD$293,750 per
quarter commence on March 31, 2015 and continue each quarler thereafter with the final payment of USD$150,000 on March 31, 2017,

The two customer loans have similar terms and conditions. Each of the loans may be required to be repaid in full on the expiry of the
associated tungsten delivery confract. The loans provide the lenders the right fo convert the respective outstanding balance of the loans
into convertible nates at any time, which in tum could be converted into common shares of the Company. The convertible notes, if issued,
would be convertible into common shares of the Company at either of the fallowing: if the Company has defaulied under the terms of the
loan, the conversion rate is the fowest price allowed by the stock exchange which the cammon share irade on; otherwise the rate is a
5% discount o the market price of the common share. The Company has the right, within 30 days of recelving notice for the loans to be

converted into a convertible note, to either issue the convertible notes or to repay the loan in full. The loans are secured by a subordinate

charge on the Company's Mactung property, The confingent conversion feature is an embedded derivative which has a nominal value, The
ambedded derivative liabliity has been included with the carrying value of the loans.
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16. Debentures:

17.

Balance at October 1, 2012 $ 2,353
Accredion 514
Gain on revalualion of derivative instument (65)
Loss on foreign ex change 115
Balance at September 30, 2013 $ 297
Accrefion 4
Loss on foreign exchange 92
Repayments and roll-over info new converfible debentires {3,050)
Issuance of debentures and converible debentures 11,728
Allocation of proceeds to equily for the conversion fealures {1,108}
Transachion costs (41)
Accreton 1|
Loss on foreign exchange 544
Balance at September 30, 2014 $ 11,564

On October 29, 2013 the Company rapaid USD$170 thousand of the maturing convertible debentures and farbearance was provided for
the remaining USD3$2.7 million until December 31, 2013 under the existing terms aside from the repayment date,

The USD$2.7 milion of the convertible debentures, along with the USD$2.0 million Working Capital Loan guarantee fee {Note 12} and
USD$4.0 million Queenwoad Il notes payable {Nota 18) all matured as of December 31, 2013, The Company refinanced these debts
along with additional financing of USD$2.3 million from CQueenwood II into USD$11.0 million of debentures. The conversion feafure of the
Convertible Debentures received approval by the nan-parficipating shareholders on February 21, 2014. The regulators approved
USD$9.0 mition as convertitte ("Convertible Debentures”) and USD$2.0 million as non-convertible (*Debentures”),

Queenwoad Capital Parners LLC, Quesnwood || and three diractors of the Company combined hold USD$7.6 millien of the Convertible
Debentures and LUSD$2.0 milion of the Debentures.

The Convertible Debentures bear interest at 11% per annum, payable quarterly and mature on December 31, 2015. The Convertible
Debenifures can be converted at any fime into common shares of the Company at a rate of CON$0.12 per share with a fixed exchange
rate of CND$1.00 = USD$0,94, for an effective conversion rate of CON$0.1128. The Debentures bear interest at 18% per annum, payable
quarterly and mature on December 31, 2015. The Company has provided a general security agresment that has been subordinated to the
Company's other secured indebtedness, as security for the debentures (Note 13).

The conversion feature in the Convertible Debentures meets the requirement far separate accounting as a component of shareholders'
equity, The conversion feature was valued at $1.1 million and recognised in contributed surplus. The effective interest rate on the
Convertible Debentures is 18%.

The initial fair value of the Debenlures were recognised at USD$2.0 million, which is the face value of the Debentures,

Equipment [oans and capital leases:

September 30, September 30,

2014 2013
Equipment loans $ - § 1,818
Capital leases 459 1,470

489 3,289
C ument porfion of equipment loans and capital leases (259) {2,807)
Long-term porfon of equipment loans and capital leases $ 0 % 482

Refer to Note 21 for details of requirad payments for the equipment loans and capital leases.
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18,

HSBC Non-revolving Equipment Loans

The Company had eguipment loans that carried interest at rates that range from HSBC Bank Prime + 1.75% to 3.75% and matured in
2014, During the year ended September 30, 2014 the Company repaid the balance of the loans.

Caterpillar Financlal Sewvices Corporation (*Caterpillar’) Loan Facility

During the year ended September 30, 2010, the Company entered into loans te purchase power generation, heat recovery squipment and
efecirical control systems for $3.5 million. The loans camied interest rates of 8.5% per annum,

During the year ended September 30, 2014 the $0.7 milion remaining balance of the Catarpiller loans was repaid with proceeds from the
Calflidus lcan (Note 13),

Capital loases

The Company has various capifal leases for equipment with maturity dates that range from fiscal 2014 to 2018 and interest rates that
range from 5,6% 1o 18,9% The Company has pledged the acquired assels as security for the capital leases.

During the year ended September 30, 2014 capital leases with remaining halances of $0.3 million were repaid with proceeds from the
Callidus loan (Note 13).

Notes payable:
September 30, September 30,
2014 2013
Former mining contractor $ 2000 § 2,679
Queenwood Il 12,584 4,255
14,584 6,934
Cument porfion of nofes payable {2,000) (4,934)
Long-term porfion of notes pay able ‘ $ 12504  § 2,000

Queanwood If - USD$12.0 million promissory note

On July 2, 2014 the Company executed a USD$12.0 million promissory note with Queenwood |l to replace its $12.0 million Working
Capitat Loan facility with HSBC which expired June 30, 2014 {Note 12). The maturity date for the Queenwood I promissory note is
October 1, 2015. Interest is payable at 12% per annum with inferest payable guarterly on March 31, June 30, September 30 and
Decembér 31 of each year, with any remaining accrued and unpaid interest payable on the maturity date. Transaction costs associated
with the execution of the promissory note were $157 thousand including $100 thousand o Queenwood l. The Company has provided a
general security agreement that has been subordinated to the Company's other secured indebtedness, as security for the pramissory note
{Nate 13). Twao directors of the Company collectively own all of the issued and outstanding units of Queenwood I,

The interest rate charged by Queenwood |l was determined to be less than the market interest rate for the Company, As Queenwood I} is
considered a related party, this resulted in a capital contribution of $0.8 miflion recorded info contributed surplus and accretion being
recognised over the term of the promissory note. The initial carrying vaiue of the loan was $11.8 million and the effective interest rate on
the promissory note is 12%.

Former mining confractor— promissory notes

In April 2013 the Company reached an agreement with a former mining contractor on a schedute of payments on the final amount due in
respect of a contract under which mining services were provided at the Cantung mine.

The Curnpany issued two promissory notes to the former mining contractor to settle the accounts payable amount with the following terms:
L A §2.0 million note bearing interest at 6.0% per annum, with equal monthly principal instaliments of $226 thousand on the (ast
day of the month commencing on April 30, 2013 up to and including December 31, 2013, This promissory note was fully repaid
at December 31, 2013,
i. A $2.0 milion nole hearing interest at 8.0%, with interest only payable on the last day of the month commencing an
Aprit 30, 2013 up to and including December 31, 2014 with the principal then due, '
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The Company has pledged cerlain mobile equipment as security for the promissory notes. The initial financial liability was recognised at
the $4.0 million accounts payable batance that was settlad with the issuance of the notes payable and is subsequently carried at amortized
cost using the effective interest methad.

Queenwood 1f - UISD34.0 miliion nofe payable

In June 2013 the Company executed a USD$4.0 million short-term credit facility with Queenwood 11, The facility carried interest at 12.5%
per annum, matured on October 31, 2013, Tha security granted was subordinated to security praviously granted.

On Qctober 31, 2013 the Queenwood I shortderm credit facility matured and forbearance was provided to December 31, 2013 under the
existing terms aside from the repayment date. On December 31, 2013 the USD$4.0 million note payable was refinanced in the
USD$9.0 miltion Convertible Debentures financing {Note 16).

19, Reclamation fiabilities;

The Company's total undiscounted amount of estimated future cash flows required to seffle the Cantung mine reclamation cbligation is
$9.8 million {September 30, 2013 - §8.9 million). For financial statement purposes this has been estmated with a market based pre-tax
discaunt rate of 1.4% and an average rate of inflation of 1.6% {September 30, 2013 - discount rate 1.4%, inflation rate 1.5%). Based on
the life of mine plan at September 30, 2014 the estimated timing of the reclamation work was revised with the majonity of the reclamation
work estimated to commence during fiscal 2018 through fiscal 2019, Due to the change in the estimated timing of the future reclamation
work and higher estimated costs for the reclamation of the failings ponds, the existing reclamation liabifity increased by $1.3 million with a
corresponding increase lo the reclamation asset.

The Canltung mine future reclamation cost was estimated by an independent engineering firm at each of September 30, 2014 and 2043,
The reclamation obligation reflects the Company's best astimates of costs and timing of reclamation work. The estmated ability wil be

revised in the future for changes to the mine reclamation plan, changes in regulations and discussions with the regulators, which could
result in increases or decreases in the amount of the reclamation provision.

September 30,  September 30,

2014 2013
Opening halance, reclamation liabikiies $ Bar § 8,404
Accrefion 124 L
Change in esimates of future costs 1,301 {140)
Addions 123 -
Closing balance, reclamafion fiabilifies $ 9991 § 8,443
Current portion of reclamation liabilites (597) {963)
Long-term porfon of reclamation liabiiies $ 934 § 7,480

The Company has posted deposits of $5.9 million in cash and $5.9 million in the form of secured promissory notes which are held in
escrow as securily for the mine reclamation abligations under the water license for the Cantung mine issued by the Mackenzie Valley Land
and Water Board (Note 21 a).

20, Share capital:
a. Common shares

An unlimited number of common shares without par value are authorized.
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b. Warrants
Warrante Warrants
outstanding as of outstanding as of
s ber 30, Issued Exerciged Expired s ber 3, Exercise price Expiry date
213 2014
2,000,000 - - - 2,000,000 $1.00 270ct15
5,000,000 - - {5,000,000) . $0.20 30-Jun-14
7,000,000 - . (5,000,000} 2,600,000

During the year ended September 30, 2013, the Company issued 5,000,000 warrants to the Sponsors of the Working Capitat Loan
Guarantee {Note 12} as part of the compensation to extend the Guarantee to December 31, 2013, The value of the warrants was included
ins the determination of the fair value of the Guarantee. The warrants expirad on June 30, 2014,

c. Share options

The Company has a rolling Share Option Plan ("Option Flan") which reserves up to 2 maximum of 10% of the issued and outstanding
shares for the granting of options to eligible participants. The Option Plan provides that the Company's Board of Directors may from time
to time grant share options to acquire common shares to any participant who is an employee, director or consultant of the Company, The
total number of common shares that may be reserved for issuance to any one participant pursuant to options granted under the Option
Plan may not exceed 5% of the issued and outstanding shares of the Company on the date of the grant of the share opfions, in any
12 month period. The maximum number of options granted to any one consultant may not exceed 2% of the issued and outstanding
shares of the Company on the date of the grant of the ¢ptions, in any 12 month period and the options granted to persons employed to
provide investor refation services may not exceed 2% of the issued and cufstanding shares of the Company on the date of grant of the
options, in any 12 month period. No more than an aggregate of 10% of the issued shares of the Company, within any 12 month period
may be granted 0 insiders; unless the Company has received disinterested shareholder approval, The options may not be granted at
prices that are less than the discounted market price as defined in the TSX Venture Exchange policy. Each oplion is exercisable, subject
to vesting terms as may be determined by the Board of Directors, into one common share of the Company.

Options Options
°"t:$;::::3:f Granted  Exercised  Forfeited  Cancelled  Explred °“’:$:::::;f E':::: E”::: u::::’;:
2013 M4
75,000 - - - - - 00 3 0.15 19-Oct-14 75,000
875,000 Co- - - - (325,000} 550,000 § 0.19 {Feb-15 550,000
100,000 - - - - . 106,000 § 0.28 13Jani? 100,000
1,060,000 - - - - (400,000) 850,000 § 0.42 &Mar-17 650,000
1,866,667 - - {266,666) - (206,001) 1,400,000 $ 019 28-May-18 1,400,000
50,000 - - - - . 50,000 § 0.19 10-Juk-18 50,000
100,000 - {33,334) - - 66,066 § 0.9 30-Nov-14 66,666
150,000 - - - - 150,000 § 6.10 4Dec-18 50,000
4,018,667 250,000 - {300,000} - {62%,001) 3,041,666 2,541,668
Woeighted average exercise price
.25 $0.12 N/A $0.18 NiA $0.29 $0.23 30.24

The ocutstanding options have a weighted average exercise price of $0.24 per share (September 30, 2013 - $0.25) and a weighted
average remaining life of 2.6 years (September 30, 2013 - 3.5 years).
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Share oplions granted during the year ware valued using the Black-Scholes option pricing model with the following input values:

For the year ended

September 30, September 30,
2014 2013
Exercise price $0.10 10 $0.14 $0.185 o $0.19
Share price $0.10 o 30,14 $0.185 b $0.19
Expected fife : 4.0 years 4.0 years
Dividend yielkd 0% 0%
Rigk-free Interast rafe 1.6% 1 1.7% 1.2% b 1.6%
Ex pected volagity 139% 138% to 139%
Calculated fair value per option $0.05%0 $0.07 $0.10

The share opfions ganerally vest in thirds over 12 to 13 months. During the year ended September 30, 2014 $48 thousand was recognised
as share based compensation expense (September 30, 2013 - $358 thousand).

21. Commitments:

Contractual obligations and Payments due in the years ended September 30,

commitments 2015 2016 017 2018 2019 Total
Mactung leases and royalty opion payment $ 1006 § 6 $ 6 % 6 8 6 3 1,030
Canbing leases 56 56 56 56 56 280
Customer advances 425 . 3,360 . - 3,786
Customey loans 1,974 2,632 1,813 1,316 k.t 8,064
Capital leases 259 135 73 2 - 469
Offce leases " 233 25 251 84 . 813
Equipment purchase and rentsf conbracts 200 - - - - 200

$ 4154 § EX L 55% § 1,464 § M e

1 - Includes basic rent end associgted common cosls under he lease

a. Water license

The Mackenzie Valley Land and Water Board ("MVLWR") issued the Company’s type “A" Water License (ficense”), which expires
January 29, 2016,

The security deposit required under the Company's licenses is $11.7 milion. The Company has posted $5.9 million in cash and
$5.9 miflion in the form of secured promissory notes pursuant o the Reclamation Security Agreement ('RSA"). The RSA further provides
for:
» the Company to post $100 thousand in cash on the 1% of September, 1% of December, 1% of March, and 1% of June to reduce
the amounts pledged under the promissory notes until il is outstanding under the promissory nofes;
«  the cash components payable to the Government of the Northwest Teritories {"GNWT"} to increase under certain events,

The Company has provided a RSA which pledges the Mactung property as secusity for any amounts owing under the license and monies owed by
way of secured promissory notes, Any funds in excess of ulfimate reclamation costs will be returned to the Company,

During the year ended September 30, 2014 the Company posted $400 thousand of cash and the posted secured promissory notes were
reduced by $500 thousand for the posted cash and accumulated interest In conjunction with renewing tha water license beyond
January 29, 2016 the security deposit associated with the license may be amended.

b. Smelter royalties

The Cantung Mine is subject to a 1% net smelter royally,
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22, Contingencies:

Pursuant to contracts with directors, in the event of a change in contro! of the Company, the Company would be liable for payments

totaliing $0.3 millian.

23, Cost of sales:

For the year ended
September 30, September 30,
2014 2013
Mine operating costs $ 73.8M $ 69,522
Amortization and depreciation 7,928 7,546
Freight and handiing 1,801 2,165
Royalties 834 765
inventory changes, adiusiments and write-downs {4,348) {47}
$ 80,088 §

76,951

The amount of inventory sold and recognised as cost of sales in the year, together with the $0.6 million write-down of tungsten concentrate
inventories to the estimated recoverable amount in the year ended Septamber 30, 2014 (year ended September 30, 2013 - $0.9 million),

constitutes the cost of sales.
Mine operating costs by function: For the year ended
September 30, September 30,
2014 2013
Mine $ 21867 § 2,31
Power generation and surface maintsnance 18,549 17,926
Site administrafon and environmental 14,420 13,435
Mil ' 13.035 11,788
§ 381 3 69,522
Mine operating costs by nature: For the year ended

September 30, September 30,
a4 203

Selaries and wages $ 21,760 § 20,196
Fuet and lubricants 16,256 14,461
Materials and supplies 15,892 15,208
Freight, ex pediing and suppor services 7,616 7,154
Employee benefits 5,087 4,768
Other costs 481 4,542
Mine and drill contrackors 2,603 3,195
: $ LR A I 69,522
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24. Interest and financing costs:

For the year ended
September 30, September 30,
2014 2013
Bank loans and associated agreements . § 1688 8 1,751
Debentures ‘ 1178 293
Callidus loan 182 -
Notes payable 709 365
Other It 304
Customer advances and [oans ' 363 "
Equipment [oans and capital leases 146 565
$ 543 § 3,39
25, General and administrative costs:
For the year ended
September 30,  September 30,
2014 2013
Fees, wages and benefts $ 214§ 3,503
Office expenses 479 450
Consulfing 364 163
Accounfing and aucit 9 242
Legal fees klit] 145
Investor relations, travel and business development 204 217
Filing fees and tanster agent fees 38 4
Loss on renegotiaion of sales conbract - 113
$ 2949 § 5,803

Fees, wages and benefits for the year ended September 30, 2014 includes nil {year ended September 30, 2013 - $1.8 million) of
employment contract setflement expense (Note 27).

During the year ended September 30, 2013 the Company incurred a loss of $1.1 million related to accounts receivable that were written
down due to the subsequant renegotiation of a sales conlract.
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26. Supplemental cash flow:

For the year ended
September 30, September 30,
2014 2013
Change In non-cash working capital:
Accounts receivable $ 784 § 2,710
Prepaid expanses (56) (62)
Inventories {6,909) {2,000)
Accounts pay able and accrued Habilfies 145 956
§ 102§ 1,664
Eor the year ended
September 30,  September 30,
2014 013
Changes in accounts payable and accrued liabilities affecting cash flows used in Investing
activities:
Ex penditures on property, plant and equipment $ ™\ 8 629
Expenditures on Mactung property $ 125 § 184

21, Related party transactions:

Directors of the Company participated directly and indirectly in the LUSD$11.0 million Debenture and Convertible Dabentures financing as
to USD$9.6 million (Note 16). For the year ended September 30, 2014 the Company recognised an expense of $1.0 milkion (yeer ended
Seplember 30, 2013 - $144 thousand) of interest on these Debentures and Convertible Debentures.

On June 14, 2013 the Company and HSBC agreed to terms for the extension of the $12.0 milion Working Capital Loan faciity to
December 31, 2013 (Note 12). HSBC provided & further extension of the loan ta June 30, 2014, Under the extension, te rate for the Guarantee
increased to 2.25% per quarter and the Guarantes and Put Agreement were extended. In exchange for extending the Guarantee and Put
Agreement, the Company compensated the Sponsors in the following manner:

a. paid the Sponsors (in USD) on the last day of each calendar quarter, an aggregate amount equal to 2.25% (1.25% up to
December 31, 2013) of the maximum outstanding principal amount of the letter of credit during the immediately preceding
calendar quarter {or portion thereof), payments began on March 31, 2014, For the year ended September 30, 2014 the
Company recognised an expense of $750 thousand in respect of these payments (year ended September 30, 2013 -
$794 thousand); and

b. reimbursed the Sponsors' expenses in respect of this iransaction which totaEIed $34 thousand.

The guarantes fea of USD$2.0 milion, as compensation to the Sponsars for the guarantee of the Working Capital Loan malured, as of December
31, 2013. The Company refinanced the fee into the USD$2.0 miBion Debentures (Note 16). For the year ended September 30, 2014 the Company
recognised accreticn of $497 thousand refated to the fes (September 30, 2013 - $1.0 milion),

On June 16, 2014 HSBC issued a demand for full repayment of the loan balance and issued the Put notice, alfowing HSBC to exchange
the outstanding balance of the loan with the Sponsors within 30 days. On July 2, 2014 the Company executed a USD$12.0 milkion
promissory note with Queenwood I (Note 18} to replace its $12.0 milion Working Capital Loan which was then cancelled. During the year
ended September 30, 2014 the Company recagnised an expense of $528 thousand (year ended September 30, 2013 - nil) of interest on
the Quesnwaod |l notes payable.

During the year ended September 30, 2014 the Company recognised $1.6 million {year ended September 30, 2013 - $0.6 million) for professional
and consulling fees to direclors or companies refated to directors,

Key manegement includes directors and officers of the Company. During the year ended September 30, 2014 the Company recognised
compensation for key management of $0.3 milion which includes salaries and fess, benefits and directors faes and nil of share-based
compensation, During the year ended September 30, 2013 the Company recognised compensation for key management personned of $3.4 million
which includes salaries and fees, benefits and directors fees and $0.2 milion of share-based compensation, Included in the $3.4 million is
$1.8 million of employment contract seftlements fo former executives of the Company.

Tha above fransactions were in the normal course of operations,
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28. Segmented information:

The Company operates in the single business segment of lungsten mining and processing. Copper production is a by-product of that
segment.

The geographical distibution of the Company's sales revenue is as foliows:

For the year ended
September 30, 2014 September 30, 2013
TUNGSTEN:
Europe 3 40,108 48% ¥ 37,738 49%
Norh America 39,230 A% 19,618 %%
Asia 3,871 5% 19,469 25%
83,209 100% 76,825  100%
COPPER:
Norh America 2000 100% 2893 100%
2,000 100% T 299 100%
§ 85,209 $ 79,818

All of the Company’s non-current assets are located in Canada.

. Sales and concentration of receivables:

The Company had three main defivery contracts for tungsten concentrate which expired or were replaced with new contracts during

fiscal 2014, as well as a copper delivery contract, The contracts contain target delivery quantities and do not contain financial penalties for
shortfalls in target defivery quantities.

During the year ended September 30, 2014 the Company negotiated a new tungsten delivery contract in conmjunction with a
USD$4.7 million loan arrangement (Note 15), with an existing customer that was effective February 1, 2014 and a new tungsten dslivery
contract in conjunction with & USD$2.5 million loan arrangement (Note 15) with an existing customer thal was effective March 1, 2014,
The Company also extended an existing copper delivery contract under similar terms to December 31, 2015,

The tungsten delivery contracts have similar terms and conditions, Each confract is for an inifial term of the later of 3 years to
February 1, 2017 or the completion of the defivery quantity for the initial term, The customer has the right, at its sole discretion, to extend
the contract under the initial term until all amounts under the related foan arrangements have been repaid in full, If neither party gives
notice of termination of the confract by February 1, 2016 the contract automatically is extended for an additional year to February 1, 2018
{year 4), If neither party gives nolice of termination of the contract by February 1, 2017 the conlract automatically is extended for an
additional year to February 1, 2019 {year 5), The contracts contain quarierdy and annual target dslivery quantiies and do not contain
financial penalties for shortfalls in target delivery quantities, The contracts contain provisions that could allow the customer lo teminate the
delivery contract if quantities or concentrale specifications are not achieved for three consecutive months or If target delivery quantities are
not achieved. in the event of default by the Company under the terms of the delivery contract, the customer has the right to demand
immediate full repayment of the outstanding balance under the loan arrangement. In the event of termination of the delivery contract by the
customer, the customer advances would become due on demand of the customer {Note 14).

Sales to four customers accounted for 100% of sales made in the year ended September 30, 2014 (year endad September 30, 2013 -
100% o six customers). The Company has two major customars from which revenues individually amount to more than 10% of the total
revenus far the year ended September 30, 2014 (September 30, 2013 was four customers),

For the year ended
September 30, September 30,
2014 13
Customer A $ 40,108 § 19,618
Customer 8 39,230 27,998
Customer C - 18,662
Customer [} - 9,740
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30,

3.

32,

As at Saptember 30, 2014, $3.0 million in recelvables was due from three customers (September 30, 2013 - $13.8 million from three
customers),

Loss per share:

Loss per share, calculated on the basic and diluted basis, is as follows:

For the year ended
{in thousands except per share amounts) September 30, September 30,
' 2014 013
Loss per share:
Basic and diuted $ 00y & {0.06)
Net loss for thayear:
Attdbuted to common shareholders - basic and diluted ‘ $ {6648) § (13,266)
Weighted average shares cutstanding:
Weightad average shares outstanding - basic and dilufed 238,123 237,438
Shares excluded from the determination of diluted loss per share:
Stock opions 3,042 3,967
Waranis 2,000 7,000
Convertible debentures 79787 8,506
84,829 17473

The weighted average shares that were excluded from the determination of diluted earnings per share represent shares that would be
anti-diutive if they were included in the calculation.

There have baen no significant issuances of new potentially dilutive securities subsequent to Saptembar 30, 2014,
Capital management:

The Company defines its capital as cash and cash equivalents, short-term and long-term financial debt, share capital and contributed
surplus, The Company's objectives when managing its capital are:

*  tomaintain liquidity;
* toensure that the Company will be able to continue as a going concem; and
s o maximize the retum to shareholders while limiting risk exposure,

To assist in the management of the Company's capital, the Company prepares budgets and forecasts which are reviewed by the Board of
Direclors, Actual results are reviewed against budget on a monthly basis and forecasts are updated. The Company may adjust its capital
structure by issuing new shares, issuing new debl, replacing existing debt, selling assets to reduce debt and reducing operating and
capital expenditure levels, :

Additional information regarding capital management is disclosed in Note 1.

Financlal risk management:

a, Fair value estimation

The Company has financial assets which include cash and cash equivalents, accounts receivable, derivative instniments and reclamation
deposits, the camying value of which approximates fair value. The Company has financial ligbilities which include accounts payable and
accrued liabilities, bank loans, equipment |oans, capital leases, notes payable, customer foans, Callidus loan, debsntures and the interest

bearing component of the convertible debentures, the carrying values of which may be higher than their fair value due to the Company's
liquidity position (Note 1),
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The Company's financial assefs are measured and recognised according to a falr value hierarchy that reflects the significanca of inputs
used in making fair value measurements, based on the lowest level of input that is significant to the fair valus measurement, as foliows:

Levet 1- quoled prices in active markets for identical assets or lisbilities;

Level 2 - inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either directly {i.e. as
prices) or indirectly (i.e. derived from prices); and

Level 3 - inputs for the asset or liability that are not based upon observable market data.

Categories of financial instruments

The estimated fair values of the Company’s financial asssts and liabilities were deferminad based on Level 2 inputs. The Company has no
financial assals or liabilities that have fair value determined based on Level 3 inputs.

The Company has determined the estimated fair values of its financial instruments based upon appropriate valuation methodologies. The
following table shows the carrying value of financiat assets and liabilities for each category of financial instruments:

September 30,  September 30,

€4 013
Financial assets
Loans and receivabies
Cash and cash equivalents ¥ 9 203
Accounts receivable 3847 14,383
Reclamation deposits 5,431 5,469
Fair-value-through-profit or loss
U SD/CDN forward ex chenge rate confracts - 2
Financial liabilities
Other financial abilities
Accounts payable and accrued fiabilifes ‘ $ 164% § 16,416
Bank loans - 24679
Callidus loan 10,128 -
Customer loans . 8,064 -
Debentures & convertble debentures (inferest bearing porfion} 11,564 297
Equipment Joans and capital leases 469 3,289
Notes payable 14,584 6,934

b, Financial risk factors

The Company is exposed in varying degrees lo a variety of financial risks. The type of risk exposures and the way in which such exposure
is managed is as follows:

i, Foreign exchange risk

The Company operates on an international basis and therefore foreign exchange risk exposures arise fom transactions
dencminated in a foreign currency. The foreign exchange rsk arises primarlly with respect to the USD as sales are
dencminated in USD. For the year ended September 30, 2014, with other variables unchanged a $0.01 strengthening
(weakening) of the Canadian dollar against the USD would result in a decrease (increase) of $0.8 million on net eamings
{September 30, 2013 - $0.8 million).
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As at September 30, 2014 and 2013 the Company is exposed to currency risk through the following financial assets and
financial liabiliies denominated in USD al settlement values:

September 30, September 30,

014 2013

uso Uso

Cash and cash equivalents $ (251 % (2,489)

Accounts receivable 2,714 13,539

Accounts payable {339) ‘ (320)

Bank loans - {1,529)

Customer advances (3,000) (7,825)
Customer loans (7,200) -

Debentures {11,000 (2,870)

Ecquipment loans and capital leases - {1,070}

Notes payable {12,000) (4,000)

$ {31,082) § {6,564)

it. Credit risk

The Company is exposed to credit-related fosses in the event of non-performance by counterparties to the financial
instruments. Credit exposure is minimized by dealing with only credit worthy counterparties, Accounts receivable for three of
the primary customers totslled $3.0 milion at September 30, 2014 (September 30, 2013 - three customers totafled
$13.8 million). At September 30, 2014, no trade and other receivables wers past due or impaired,

The maximum exposure of the Company to credit risk is represented by all financial assets as shown in the statement of
financial position. Cash and cash equivalents are deposited with high credit quality financial institutions as determined by
ratings agencies,

Interest rale risk

The Company's interest rata risk mainly arises from the interest eamed on cash and cash equivalents and variable interest
rates paid on debt instruments. The interest rate management policy is generally to borrow at fixed rates to match the duration
of the long lived assets, Floaling rate funding may be used for short-term borrowing, Cash and cash equivalents receive
interest based on market rates.

For the year ended September 30, 2014, with other variables unchanged, a 1.0% increase in the HSBC Bank prime rate would
decrease net eamings by $0.2 milkian for the year.

. Liquidity risk

The Company manages liquidity risk by maintaining adequate cash and cash equivalent balances and by utilizing debt
instruments o meet short-term cash requirements while managing accounts payable and accounts receivables, Management
continuously monitors and reviews both actual and forecasted cash flows and also matches the maturity profile of financial
assels and liabilities. The Company's cash and cash equivalents are invasted in bank accounts and demand deposits which
are available on demand for the Company's programs, Additional information regarding liquidity risk is disclosed in Note 1. The
Company's contractual obligations are disclosed in Note 21,
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Conlractusl undiscounted cash flow requirements for financial liabilities as at September 30, 2014 are as follows:

Payments due in years ended September 30,
Mora than §

015 2018 2017 €08 ik} yaare Total

Accourts paydide and acerued ligtilifes 16,428 - - - - - § 16428
Caflidus loan 16,550 . - - - - § 10550
Customer foans 1,974 2632 1,813 1318 32 - % 8.064
Notes payable 2,000 13,440 - - - - § 15440
[Debentures - 12,320 . - . - % 1230
Capital loases 2% "7 72 2 - -8 507
$ N2 $ #/59 § 1,885 & 1,318 § 7. I - 8§ BT

33,  Deferred income taxes:

Income tax expense differs from the amount that would result from applying the Canadian federa! and provincial income tax rates to net
loss before income taxes. These differences result from the following items:

Far the years ended
September 30, September 30,
. M4 2013
Loss before income taxes $ {7.168) § {13,266)
Canadian federal and provincial income fax rates 26.50% 26.50%
Incoma fax recovery based on fhe above rales $ {1900) $ (3,515)
increase (decrease) due to:
Non-deductible expenses : . $ 23§ 230
Foreign exchange and ohher 478 {57
Diflerences hetween foreign and C anadian tax rates - Co-
Changes in unrecognized deferred tax assels 689 3,342
Income tax expense {recovery) $ B2 $ -
The components of deferred income and mining taxes are as follows: For the years ended
September 30, September 30,
2014 213
Unrecognized deferred tax assets:
Non-capital lcsses : $ 9646 § 9,400
Share issuance costs and oher 157 175
Property, plant and equiprment and mineral properly interests 7,341 6,385
Capital leases and loans {14) 845
Capital losses 737 782
Reclamaion liabiffes 2,647 207
Total unrecognized deferred tax assets H 254 § 19,825
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NORTH AMERICAN TUNGSTEN CORPORATION LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED SEPTEMBER 30, 2014 AND 2013
FIGURES ARE IN THOUSANDS OF CANADIAN DOLLARS

.

At September 30, 2014 the Company has non-capital losses of approximately $35.9 million {September 30, 2013 - $34.5 million) which are
niot recognised as deferred tax assets. The Company recognises the benefit of tax assets only to the extent of anticipated future taxable
income that can be reduced by the tax losses, The gross amount of the non-capital tax losses for which a tax benefit has not been
recorded expire as follows:

2028 § 5,665
2030 14,746
2031 1279
2032 626
2033 5,687
2034 ' 862

$ 35,865

In addition to the non-capital losses, the Company has a capital loss in the United States of approximatsly USD$2.1 million that expires in
2017 and capital losses of 50,2 million in Canada with no expiry date,

Subsequent events:

Queenwood If - Promissory note

Subsequent to September 30, 2014 the Company executed a promissory note with Queeawood 1l for up to a maximum aggregate
principal amount of USD$3.0 million, The Company has drawn the full amount on the promissory note, Interest is payable at a rate of 18%
per annum with interest payable quarterly in arrears on March 31, June 30, September 30 and December 31 of sach year, with any
remaining accrued and unpaid interest payable on maturity. The Company has provided & general security agreement that has bsen
subordinated to the Company's other secured indebtedness, as security for the promissory nolte (Note 13). Two directors of the Company
collsctively own all of the issued and outstanding unils of Queenwood il.

Callidus foan

Subsequent fo September 30, 2014 the Company extendsd the Callidus foan (Note 13) to May 31, 2016 and borowed additional funds of
$3.65 million. The interest rate and monthly principal repayment terms remain unchanged, Calfidus eamed a facility fee in the amount of
$154 thousand in respect of the increase and extension of the loan agreement, which is due at maturity. Of the additional funds received,
$2,0 million was used to repay a promissory note that matured on December 31, 2014 (Note 18). The remaining proceeds will be used for

capital projects and working capital. The repayment of any principal amounts to debenture holders and Queenwood 1l is fully subordinated
to the repayment of the Callidus loan.
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NORTH AMERICAN TUNGSTEN CORPORATION LYD.
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
AS AT MARCH 31, 2015 AND SEPTEMBER 30, 2014
FIGURES IN THOUSANDS OF CANADIAN DOLLARS

UNAUDITED
March 31, Seplember 30,
Note(s) 215 2014
ASSETS
Curent assels
Cash $ 1,685 § 3
Accounts receivabia 3 642 1,252
Inventries 4 14,613 14,064
Prepald expenses 1,159 944
18,079 16623
Actounis receivable 3 2,608 2585
Property, plant and equipment 5 27,524 27,148
Mineral property - Mactung 18,853 19,661
Reclamation deposits 13815 6,163 5,931
$ M7 8 71,859
11ABILITIES
Cument liabilifes
Accounts pay able and accrued Esbiities 6 3 130839 § 164%
Calidis loan 7 12,907 10,128
Current porfon of customer advances 8 743 425
Current portion of cusinmer loans 9 2497 1,974
Cuvesnt porion of debentures 10 13,418 -
Cument porion of equipment loons and capital leases 1 1,135 259
Current porfon of notes payable 12 18,512 2,000
Current portion of reclamation labilifes 13 597 57
64,228 31,810
Customer advances B 3,800 3,360
Customer lpans ] 5,309 6,000
Debentures 10 . 11,564
Ecquipment loans and capitl leases 11 1,495 210
totes payable 12 - 12,58
Reclamaion liabilites 13 9465 939
84,387 75,012
SHARE CAPITAL AND DEFICHT
Share capital 14 64,836 64,836
Contibuted sumplus 14 7,762 1,762
Deficit {82,268) (75,654
{9,670) (3,059
3 HN7 3 7,959
Going concem 1
Commitments and confngencies 5&16
ON BEHALF OF THE BOARD
“Sredt”
Kurt E. Heikkia
“Signed"
Bryce M. A. Porter

The accompanying notes are an integral part of these consolidated financial statements



NORTH AMERICAN TUNGSTEN CORPORATION LTD,

FOR THE THREE AND SIX MONTHS ENDED MARCH 31, 2015 AND 2004

CONSOLIDATED STATEMENTS OF INCOME (LOSS) AND COMPREHENSIVE INCOME (LOSS)

FIGURES IN THOUSANDS OF CANADIAN DOLLARS EXCEPT FOR PER SHARE AMOUNT S

UNAUDITED
For the three months ended For the six months ended
Notefs) March 31, March 31, March 31, March 31,
A5 2014 2015 2014
REVENUES 23451 % 23,063 4049 § 43,625
COST OF SALES 17 22,488 17,694 39,97 8™
GROSS MARGIN 93 539 4,978 3,74
EXPENSES
Foreign exchange loss 3733 595 5113 1,113
Interest and francing cos's 18 2012 1,373 36% 2425
General and administrative cosis 817 o 1,55t 1,466
Accretion of financial liabilfes 7,10&12 486 ur 1,032 719
Write-off of oplion payments - Maciing 15 00 - 300 -
Ex ploration - 2 - 12
Sham-based compensation - - - x
Loss on revaluation of dedivalives - - - !}
Gain on disposal of assets - - {8 -
I et and oher income (38) (59 81 {109)
NET INCOME (LOSS) AND COMPREHENSIVE INCOME (LOSS) (6,407 2,467 6610 (2,062
Income {loss) per share
Basic and diluted {0.03 0.0 {0.03) {0.0%
Weighted average numbar of shares {in fousands)
Basic and diluiad 238123 238,123 238,123 2818

The accompanying notes are an inlegral part of these consolidated financial statements




MORTH AMERICAN TUNGSTEN CORPORATION LTD.
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE THREE AND SIX MONTHS ENDED MARCH 31, 2015 AND 2014
FIGURES IN THOUSANDS OF CANADIAN DOLLARS '
UNAUDITED
For the three months ended For the six months ended
Notels) March 31, March 31, March 31, March 31,
2015 214 015 014
CASH FLOWS FROM OPERATING ACTIVITIES
Net income (oss) $ " (5,407 § 2457 § 6617 § (2,062)
lems not affecting cash: ’
Amaortization and depreciafion 5 1,214 1,787 2481 354
Accrefon of fnancial Eabies 7,10&12 436 147 1,032 78
Accrefon of reclamation liahilites 13 35 30 7 61
Inventory write-down 17 192 - 192 .
White-of of oplion payments - Maching 150 w - 300 -
Foreign exchange ioss 379 506 4,954 1,176
Share-based compensalion - - - k74
Loss on revaluaion of derivatives - - - 28
Inferest and fnancing costs 1,938 1,389 2819 244
) 1,497 6,416 5,232 5921
Adjustment for:
Change in non-cash working capital 19 63% {4,522 (2,933 (1,728)
Increase in reclamation depesits 13415 (100} {160} {200) {200}
2083 1,7 209 4,002
CASH FLOWS USED IN INVESTING ACTIVITIES
Expendibure on Maching property . (154) {318 (476) (656}
Purchase of property, plant and equipment 5 6279) - {1,631} (955) (3.459)
(181} (1,946) (1,431 {4,015
CASH FLOWS FROM (USED IN) FINANCING ACTIVITIES
Equipment lpans and capital leases H {182) (568) (345) {1,956}
Debentures, net 10 - 1,004 - 2.7
Notes payable, nat 12 - . 1,449 (678)
Cparatng Loan, net . (1,794) . {2,786)
Gallidus loan, net 7 (509) . 2,681 -
Customer advances 8 (1,534 - n -
Customer loans g {745 2,762 {742) 5421
Interest and financing costs paid {1,938) {1,389) (2819 (2.441)
{5,305} L) 533 (181
Effect of exchangs rate changes on cash 10 ki 99 n
CHANGE IN CASH 4043 {149 1,302 {201)
CASH, BEGINNING QF PERIOB 5,708 16 383 203
CASH, END OF PERIOD $ 1,665 § 2 s 1665 § 2
Supplementsf cash fow information 13

The accompartying notes are an integral part of these consolidated financial staterents



NORTH AMERICAN TUNGST EN CORPORATION LTD.

CONSOLIDATED STATEMENTS OF EQUITY

FOR THE SiX MONTHS ENDED MARCH 31, 2015 AND 2014

FIGURES IN THOUSANDS OF CANADIAN DOLLARS EXCEPT NUMBER OF COMMON SHARES
UNAUDITED

For the six months ended March 31, 2014

Number of
Note{s) common Share capital Contribited Dedicit Total equity
surplus
shares
Balance at Qetober 1, 2013 238,123,058 $ 64836 $ 6,267 3 {69,005) % 2,008
Conversion feature of convertible debenbires - - 1,108 - 1.108
Share-based compensaiion 14 - - 32 - k4
Netloss - - - {2.062) (2.062)
Balance a March 31, 2074 238,123,058 $ 64836 3 1407 % {(nosn $ 1,176
For the six months enided March 31, 2015
Number of .
Note(s) common  Shaecapitdl  COmnnuted Defict  Total equity
: surplis
shares
Balance at October 1, 2014 238,123,058 § 64,836 § 7762 3 (75,851) § (3,083
Netfoss - - - {6,617) 6,617)
Balance at March 31, 2015 238123058 § 64836 3 1762 % (82,268} (3,670)

The accompanying notes are an inlegral part of these consolidated financial statements



NORTH AMERICAN TUNGSTEN CORPORATION LTD.

NOTES TC THE UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED MARCH 31, 2015 AND 2014

FIGURES ARE IN THOUSANDS OF CANADIAN DOLLARS

1.

Nalure of operations and going concern:

North American Tungsten Corporation Ltd. (the "Company”) is engaged in tungsten mining and related activifies including acquisition,
axploration, development and processing of ore and concentrates. The Company owns the Cantung mine in the Northwest Territories; the
Mactung mineral property on the border of Yukon and Northwest Territories; and other tungsten exploration prospects. The Company is
incorporated under the Canadian Business Corparations Act. The address of the head office is suite 1640 - 1188 West Georgia Street,
Vancouver, British Columbia, Canada.

These interim consolidated financial statements have been prepared on the basis of accounting principles applicable to a going concermn,
which assumes that the Company will be able to continue operation for the foreseeable future and will be able to realise its assets and
discharge its liabilities in the normat course of business. There are conditions and events that cast significant doubt on the validity of this
assumption.

For the six months ended March 31, 2015 the Company recorded a net loss of $6.5 million (year ended September 30, 2014 - net Joss of
$6.6 million). At March 31, 2015 the Company had a working capital deficiency of $46,1 million (September 30, 2014 - $15.2 million} and
shareholders' deficit of $9.7 million (September 30, 2014 - deficit of $3.1 million).

The ahility of the Company to conlinug as a going contem depends upon contineed support from its shareholders, lenders and customers.
Earnings and cash flows are impacted by changes in price for tungsten concentrates and forelgn exchange rates. The Company will need
to generate positive net earnings. To accomplish this, the Company has substantially completed a mine and mill improvement program
which has increased mili throughput and metallurgical recovery. In addition, it will be necessary to roll-over, exiend, replace or refinance
existing loan facifities as they mature, arrange new financing or convert existing debis into equity. The Company has inifiated a severe
cash conservation program and is considering other operational and financial alternatives.

If the going concarn assumption were not appropriate for these financial statements, adjustments would be necessary to the carrying
values of assets and kabiliies, reporied expenses and classification used in the statement of financial position. The adjustments would be
raterial,

Significant accounting policies:
a.  Basis of preparation

The interim consolidated financial statements of the Gompany have been prepared in accordance with the Intemational Financial
Repotting Standards ("[FRS") applicable to the preparation of interim financial statements, including tAS 34, Inferim Financial Reporting.
These interim financial statements should be read in conjunction with the Company's most recently issued annual audited consolidated
financial statements which includes information useful to understanding the Company's business and financial siatement preparation. In
particular, the Company’s significant accounting policies were presented in Note 2 of the consolidated financial statements for the year
ended September 30, 2014 and have been consistently applied in the preparation of these interim financial statements except as
described in Note 2(b) below.

These consolidated financial statements have been prepared on a historical cost basis excep! for financia! instruments classified as fair
value through profit or loss ("FVTPL") which are stated at their fair value,

The Board of Directors approved these financial statements on May 28, 2015.

b.  Adoption of new and amended IFRS pronouncements

IFRIC 21 - Levigs

IFRIC 21 clarifies that an entity recognises a liability for a levy when the activity that triggers payment, as identified by the relevant
legislation, occurs. For a levy that is triggered upon reaching a minimum threshold, the interpretation clarifies that no liabdlity should be

anticipated before the specified minimum threshold is reached. IFRIC 21 was adopted on October 1, 2014. The adoption of this standard
did not have an impact on the consolidated financial statements.
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NCRTH AMERICAN TUNGSTEN CORPORATION LTD,

NOTES TO THE UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED MARCH 31, 2015 AND 2014

FIGURES ARE |N THOUSANDS OF CANADIAN DOLLARS

3. Accounts receivable:

March 31,  September 30,

2015 2014

Trade receivables $ 2152 8 3,038
Taxes and other receivables 588 808
3340 3847

Current portion of accounts receivable (642) {1,252)
Long-term parfion of accounts receivable $ 2608 % 2,595

4, Inventories:

March 31,  September 30,

2015 2014
Tungsten concentraes 3 4986 § 3788
Copper concentrales 17 8
Ore siockpile 4,251 5,301
Materials and supplies 5,259 4,889

$ 14613 § 14,064

5. ° Property, plant and equipment:

Equipment Buildings, Mine Tail
ndercepiel  oqupmentand  istuctre sn“?:: Totl
lease plant assels ™

Net book value, September 30, 2014 $ 652 % 0,159 § 143§ 4,205 § 21148
Opering cast, Ockober 1, 2014 3 91§ 51,716 $ 0% $ 19323 § 1220
Additons 254 - 368 354 3,256
Transfer betwesn categories (413 413 - - .
Ending cost, March 31, 2015 $ 312 % 52129 § 40,558 § 19677 § 115,476
Opening balance, accumulated depreciation and impairments,
Ociober 1, 2014 $ 3398 30,557 § 3147 8 15028 § 85,0M
Deprecialion 116 1,650 202 513 2,484
Transter between calagories (152) 152 - - -
Ending balance, accumudated depreciaion and impairments,
March 31, 2015 $ 038 230§ 30340 % 15541 § 87,552
Net book value, March 31, 2015 $ 2809 3 19770 $ 1,208 § 4136 § 21,924

Total additions for the three months ended March 31, 2015 were $2.6 million (three months ended March 31, 2014 - $2.2 million},

Ire connection with the Callidus Capital Corporation (*Callicdus”) loan, the Company has entered into a general security agreement which
includes all property, plant and equipment (Note 7) except for specific assets which are held as security under equipment loans and capital
lnases (Nots 11).

At March 31, 2015 the Company reviewed the indicators of impairment for the Cantung mine and although there remain indicators of
impairment, the review suggests that there is no further impairment.
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NORTH AMERICAN TUNGSTEN CORPORATION LTD.

NOTES TO THE UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED MARCH 31, 2015 AND 2014

FIGURES ARE IN THOUSANDS OF CANADIAN DOLLARS

6.

Accounts payable and accrued liabilities:

March31,  September 3,

2015 . 014
Trade payables $ 736 § 9,683
Property, plart and equipment and Mactung property cosls pay able 257 LE
Roy aifies payable 5,003 4,562
Other payables and accrued liabilites 1323 1,755

$ 13939 § 16,426

Callidus loan:

Balance at September 30, 2014 $ 10,128
Additional borrowings 3,650
Transaction costs (214
Principal repay ments {908)
Accrefion 262
Balance at March 31, 2015 N

On Dacember 30, 2014 the Company extended the maturity date of the Callidus loan to May 31, 2016 and borrowed additionat funds of
$3.65 milion. The loan remains due on demand with an interest rate of 18% per annum and monthly principal repayments of
$150 thousand through the date of maturity. Callidus earned a facility fee in the amount of $154 thousand in respect of the increase and
exfension of the loan agreement, which is due at maturity, The Company has provided security in the form of a first charge over all assets
of the Company, excluding the Mactung property, accounts receivable from a customer, assets under equipment loans and capital leases
and all mining and mineral leases, claims and tenures.

Of the additional loan proceeds, $2.0 million was used to repay a promissory note that matured on December 31, 2014 (Nole 12). The
remaining proceeds were used for capital projects and working capital.

Customer advances:
March 31, September 30,
2015 2014
Customer advances $ 4543  § 3,786
Current porfion of customer advances (743) (426)
Long-term portion of customer advances L 3800 % 3,360

During fiscal 2014 the Company entered into a new tungsten delivery contract with an existing customer. Under the terms of the new
delivery agreement, the pre-existing USD$3.0 million customer advance, now bears interest at 3.0% per annum. The customer advance is
repayable by February 1, 2017 (the end of the initial confract term) or by mutual agreement by February 1, 2019 (the end of the optional
contract renewal periods).

During fiscal 2014 the Company executed a supplier financing agreement with a customer and the customer's financial institution whereby
the customer’s financial institution pays for tungsten concentrate shipments within 3 to 5 business days of being invoiced, The financial
institution charges a fee for providing this service of which $194 thousand was expensed in interest and financing costs for the six months
ercled March 31, 2015, Due to the provisions in the fungsten delivery contract, the Company had been paid for shipments that had not
been recognised as revenue at March 31, 2015, resulting in a $0.7 million customer advance.
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NORTH AMERICAN TUNGSTEN CORPORATION LTD.

NOTES TO THE UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND S!X MONTHS ENDED MARCH 31, 2015 AND 2014

FIGURES ARE IN THOUSANDS OF CANADIAN DOLLARS

8. Customer loans:

March 31, September 30,

2015 2014
Customer loans $ 8316 % 8,064
Cument portion of customer loans {2.977) {1,974)
Long-term portion of customer loans _ $ 5399 $ 6,090

On December 19, 2013, the Company entered Into & new tungsten delivery contract with an existing customer. In conjunction with the
fungsten delivery contract, a loan was arranged for USD$2.5 million and the existing USD§2.2 million advance from the customer was
rolled into the loan. The combined USD$4.7 million loan matures on December 31, 2018 and bears interest at 3.0% per annum payable

quarterly. Equal principal repayments of USD5293,750 per quarter commenced on March 31, 2015 and continue each quarter thereafter
with the final payment on December 31, 2018,

On February 20, 2014, the Company entered into a new tungsten defivery contract with another existing customer. In conjunction with the
fungsten delivery contract, a loan was arranged for USD$2.5 million. The loan matures on March 31, 2017 and bears interast at 3.0% per
annum payable quarterly. Equat principal repayments of USD$293,750 per quarter commenced on March 31, 2015 and continue each
quarter thereafter with the final payment of USD$150,000 on March 31, 2047.

10. Debentures:

Balance at September 30, 2014 $ 1,564
Accrefon 32
Loss on foreign exchange . 1,531
Balance at March 31, 2015 $ 0 13418

Of the USD$11.0 million outstanding in debentures, USD$9.0 million are convertible ("Convertible Debentures™) and USD$2.0 million are
non-convertible (*Debentures’). Queenwood Capital Parfners LLC, Queenwood Capital Pariners Il LLC ("Qusenwood 1I") and three
directors of the Company combined hold USD$7.6 million of the Convertible Debentures and USD$2.0 million of the Debentures.

The Converiible Debentures bear interest at 11% per annum, payable quarterly and mature on December 31, 2015, The Convertible
Debentures can be converted af any time into common shares of the Company at a rate of CDN$0.12 per share with a fixed exchange
rate of CND$1.00 = USD$0.94, for an effective conversion rate of CON$0.1128. The Debentures bear interest at 18% per annum, payable
guarterty and mature on December 31, 2015. The Company has provided a general security agreement that has been subordinated to the
Company's ofher secured indebtedness, as security for the debentures. Notwithstanding the maturily date of December 31, 2015 the

rapayment of any principal amaounts to debenture holders is fully subordinated to the repayment of the Callidus loan which has a maturity
date of May 31, 2016.

11, Equipment loans and capital leases:

March 31, September 30,

05 204
Equipment loans and capitd leases $ 2683 3 469
Current portion of equipment loans and capital leases {1,135) (259)
tLong-ferm portion of equipment loans and capital leases $ 149§ 210

Refer to Note 15 for details of required payments for the capital leases.

The Company has variols capital leases for eguipment with maturity dates in fiscal 2015 through 2020 and interest rates that range from
5.6% to 19.6%. The Company has pledged the acquired assets as security for the equipment loans and capital leases.
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NORTH AMERICAN TUNGSTEN CORPORATION LTD.

NOTES TO THE UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED MARCH 31, 2015 AND 2014

FIGURES ARE iN THOUSANDS OF CANADIAN DOLLARS

12

13,

Notes payable:
March 31,  September 30,
2015 2014
Former mining contracker $ - 8 2,000
Queenwood (I 18,512 12,584
' : 18,512 14,584
Current portion of notes pay able (18,512) (2,000)
Long-term portion of notes pay able $ - 8 12,564

Queenwood I - USD$3.0 milkon promissory note

On Oclober 24, 2014 the Company executed a promissory note with Queenwood !l for up to a maximum aggregate principal amount of
USD$3.0 milfion. The Company has drawn the full amount on the promissary note. Interest is payable at a rate of 18% per annum with
inferest payable quarterly in arrears on March 31, June 30, September 30 and December 31 of each year, with any remaining accrued and
unpaid interest payable on maturity. The promissory note is repayable on demand with no specified maturity date. The Company has
provided & general security agreement that has been subordinated to the Company's other secured indebtedness, as security for the
promissory note (Note 7). Two directors of the Company collectively own all of the issued and outstanding units of Queenwood I

Queenwood If - USD$ 12.0 mitfon promissory note

In 2014 the Company executed a USD$12.0 milion promissory note with Queenwood 1. The maturity date for the Queenwood I
promissory note is October 1, 2015. Interest is payable at 12% per annum with inferest payable quarlerly on March 31, June 30,
September 30 and December 31 of each year, with any remaining accrued and unpaid interest payable on the maturity date. The
Company has provided a general security agreement that has been subordinated to the Company’s other secured indebtedness, as
security for the promissory note (Note 7).

Former mining contractor - promissory note

The Company issusd a promissory note fo a former mining contractor fo settls an accounts payable amount. On December 31, 2014 the
$2.0 milfion promissory note was repaid with proceeds from the Callidus loan (Note 7},

Reclamation liabilities:

The Company's total undiscounted amount of estimated future cash flows required to settle the Canfung mine reclamation cbligation is
$9.8 million {September 30, 2014 - $9.8 million). For financial statement purposes this has been estimated with a market based pre-tax
discount rate of 1.4% and an average rate of inflation of 1.6%. Based on the life of mine plan at September 30, 2014 the timing of the
majority of reclamation work is estimated to commence during fiscal 2018 through fiscal 2019.

March 31,  September 30,

2015 2014
Opening balance, reclamation liabiliies $ 999t § 8,443
Accrefion Fal 124
Change in estmates of fshire costs - 1,301
Addifions - 123
Giosing balance, reclamation liabilifes $ 10062 % 9,591
Curent poréon of reclamaton iabilites {597) (597)
Long-erm portion of reclamation fiabilifes $ 9465 $ 9,354

The Company has posted deposits of $6.2 million in cash and $5.5 million in the form of secured promissory notes which are held in
escrow as security for the mine reclamation obligations under the water license for the Cantung mine issued by the Mackenzie Valley Land
and Water Board {("MVLWB") (Note 15 a).
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NORTH AMERICAN TUNGSTEN CORPORATION LTD.

NOTES TO THE UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED MARCH 31, 2015 AND 2014

FIGURES ARE IN THOUSANDS OF CANADIAN DOLLARS

14. Share capital:
a. Common shares
An unlimited number of common shares without par value are authorized.
b. Warrants
The Company has 2,000,000 warrants outstanding with an exercise price of $1.00 per share and an expiry date of Oclober 27, 2015

c. Share options

Options Options
outstanding as of , . outstanding as of Exercise Expiry Options
September 30, Granted - Exercised Forfeted  Cancelled Expired March 31, price date  exercisable
2014 M5
75,000 - - - - (75.000) - § 015 19-0ct14 -
580,000 - . - - (550,000} - § 0.19 1Feb15 .
100,000 - - - - - 100,000 $ 0.28 19Jan-17 160,000
650,000 - - - - - 650,000 § G.42 8-Mar17 650,000
1,400,000 . - - - {100,000} 1,300,000 § 019 28May-18 1,300,000
56,000 - - - . - 50,000 § 019 10-Ju-18 50,000
65,665 . . - - (66,666) - § 0.14 H-Nov-14 .
150,000 . - - . - 150,000 $ 0.0 4-Dec-18 100,600
3,041,666 - - - - {751,665 2,250,000 2,200,000
Weighted average exercise price
$0.23 NiA NIA N/A NIA $0.18 $0.25 $0.26

The outstanding options have a weighted average exercise price of $0.25 per share (September 30, 2014 - 30.24) and a weighted
average remaining life of 2.8 years (Septerber 30, 2014 - 2.6 years).

There were no share options granted during the six months ended March 31, 2015. During the six months ended March 31, 2015 nil was
recognised as share-based compensation (six months ended March 31, 2014 - $32 thousand).

15, Commitments:

. Contractual obligations and Payments due in the years ended September 3,
commitments 2015° 216 2017 2018 2019 2020 Total
Macting leases $ 4 % 6§ 6 § 6 & 6§ 8 $ k|
Canfung leases and ofer agreements 226 o 29 X3 315 649 1,680
Equipment loans and capital leases 600 1,088 782 152 pi] 9 2830
Ofice teases ° 177 245 251 B - . 757
Equipment purchases 1,234 - - - - - 1,204

3 FAcH 1,566 § 1278 § 5% % Bt 8 664 § 6,605

1 - Commitments are or the remainder of fscal 2015
2 - Includes basic rent and associaled common costs under the lease
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NORTH AMERICAN TUNGSTEN CORPORATION LTD.

NOTES TO THE UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED MARCH 31, 2015 AND 2014

FIGURES ARE IN THOUSANDS OF CANADIAN DOLLARS

& Waler license
The MVLWBE issued the Company's type "A* Water License (“license™} for the Cantung mine, which expires January 29, 2018.

The security deposit required under the Company's licenses is $11.7 million. The Company has posted $6.2 milflion in cash and

$5.5 million in the form of secured promissory notes pursuant to the Reclamation Security Agreement ("RSA"). The RSA further provides

for: _ .

o the Company to post $100 thousand in cash on the 1¢ of September, 15 of December, 1# of March, and 1¢ of June to reduce
the amounts pledged under the promissory notes until nil is outstanding under the promissory notes;

»  tha cash components payable to the Government of the Northwest Territories ("GNWT"} to increase under certain events.

The Company has provided a RSA which pledges the Mactung property as security for any amounts owing under the Cantung water license and
monies owed by way of secured promissory notes, Any funds in excess of ultimate reclamation costs will be retumed to the Company.

During the six months ended March 31, 2015 the Company posted $200 thousand of cash towards tha reclamation deposit. The Company is
currently in discussions with the GNWT regarding the fong term reclamation plan and amount of reclamation security for an amendment to
the Cantung water license to allow for the dry stack tailings facility and subsequent renewal of the water license beyond January 29, 2016,
The security deposit associated with the renewed license may be materially higher than the currently required deposit, with the potential
deposit ranging from $15.2 miltion to $30.9 milkior, in cash and other security.

b. Cantung smelter royalties
The Cantung Mine is subject to a 1% net smeiter royalty.
c. Mactung smelter royalties

Cn January 31, 2005 the Company entered into an Amended Royalty Agreement on the Maciung property with Teck Resources Limited
{"Teck”). For $100 thousand (paid) Teck granted the Company an option (the “Option”) to reduce the Mactung royally from a 4% net
smefter return ("NSR") to a 1% NSR, As the Company did not exercise the Option by March 30, 2010, it paid an additional $200 thousand
(peid) to Teck to maintain the Option. The Option was exercisable by the Company upon paying to Teck an additional $1.0 million by the
earlier of:

¢ March 30, 2015; or

» B0 days after the receipt of a water license issted In connection with any propesed development of the properties (as such term

is defined in the Mactung Royalty Agresment) for mineral production.

The Option expired unexercised on March 30, 2015, As a result, the historical Option payments were wiitten off in the amount of
$0.3 milkion. The Company maintains the right to reduce the 4% NSR to 2% NSR with a payment of $2.5 million to Teck at any time.

16. Contingencies:

Pursuant to contracts with directors, in the event of a change in control of the Company, the Company would be liable for payments
totaing $0.3 million,

17. Cost of sales:

For the three months ended For the six months ended

March 31, March 31, March 31, March 31,
2015 014 245 2014

Mine operaiing costs a $ 817  § 18,395 3 BUS § 38,005
Amorization and depreciation 1,214 1,787 2,481 . 3,53
Freight and handling 430 645 805 1,073
Roy alfes 20 225 41 425
Inveniory changes, adiustments and wiite-downs 2,497 {4,358) (105) (3,263)

3 738 3 17,664 $ Ben 5 0,71

During the three and six months ended March 31, 2015, the Company recorded an inventory write-down of tungsten concentrates to net
reatisable value totalling $0.2 million {three and six months ended March 31, 2014 - nil).
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NORTH AMERICAN TUNGSTEN CORPORATION LTD.

NOTES TO THE UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED MARCH 31, 2015 AND 2014

FIGURES ARE IN THOUSANDS OF CANADIAN DOLLARS

Mine operafing costs by funciion:

Mine

Power generaion and surface maintenance

Site administraion and environmental
Mil

Mine operating costs by nature:

Salaries and wages

Materials and supplies

Fuef and lubricants

Freight, expedifing and support services
Employes benefis

Other costs

Mine and drill confractors

18. Interest and financing costs:

19.

Notes payable

Callidus loan

Debentres

Other

Customer advances and loans
Equipment loans and capital leases
Bank loans and asscciated agreements

Supplemental cash fow:

Change in non-cash working capital:

Accounts receivable '
Prepaid ex penses

{nventories

Accounts payable and accrued abifties

Far the thres months ended for the three months ended

March 31, March 31, March 31, March 31,

25 N4 2015 k)

$ 6966 § 7,564 13433 % 14,492
4,310 5,002 8,930 9,832

3523 3,605 777 7,192

3,318 3,224 6,808 6,480

§ 18,117 $ 19,395 3638 % 38,005
Faor the three months ended For the three months ended

March 31, March 31, March 31, March 31,
2015 X014 205 2014

H] 5584 § 5,730 1628 § 10,907
4.3 38% B,622 7,995

3,699 4,816 7,744 8,981

1,873 1,878 3,79% an

1,376 1,363 2470 2,52

851 1,064 1,816 2,213

k1] 708 812 1,666

$ 1B17  $ 14,385

3638 $ 38,005

For the three months ended For the six months ended
March 31, March 31, March 31, March 31,
2015 2014 2015 2414

620 % 40 1,142 § 21

612 - 1,000 -

41 344 810 418

201 175 396 4

100 141 188 218

58 46 69 104

- 627 . 1,160

o % 1373 305§ 2,428

Far the three months ended For the six menths ended
March 31, March 31, March 31, March 31,
2015 2014 2015 2014

$ (43 % 3,001 507 % 3708
{12 {74) {215) {159)

1,826 (4.984) {741} (4,082
{720) (2,465) (2,488 (1,192)
2933 $ (1,725

$ 63 $ (4,522)
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NORTH AMERICAN TUNGSTEN CORPORATION LTD.

NOTES TO THE UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND SIX MONTHS ENDED MARCH 21, 2015 AND 2014

FIGURES ARE IN THOUSANDS OF CANADIAN DOLLARS

20,

21.

For the three months ended For the six months ended
March 31, March 31, March 31, Mareh 31,
2015 2014 2015 2014
Changes in accounts payable and accrued liabifities
affecting cash flows used in investing activities:
Expenditures on properly, plant and equipment : $ 116 § 1,096 $ 116 % 1,09
Expenditures on Mactung property 141 15 141 15

Related party transactions:

Directors of the Company participated directly and indirectly in the USD$11.0 million Debentures and Convertible Debentures financing as
to USD39.6 million (Note 10). For the six months ended March 31, 2015 the Company recognised interest expense of $0.7 million
{six months ended March 31, 2014 - $0.3 million) on these Debentures and Convertible Debentures.

During 2014 the Company executed a USD$12.0 million promissory note with Queenwood 1l {Note 12). During the six months ended
March 31, 2015 the Company recognised interest expense of $0.9 million (six months ended March 31, 2014 - nil) on this Queenwood i
promissory nole.

On QOctaber 24, 2014 the Company executed a promissory note with Queenwood || for up to a maximum aggregate principal amount of
USD$3.0 million {Note 12}, The Company has drawn the full amount an the promissory note. During the six months ended March 31, 2015
the Company recognized interest expense of $0.2 million (six months ended March 31, 2044 - nil) on this Queenwood 1i note payable.
At March 31, 2015 there is $0.7 million of interest and financing costs in accounts payable and accrued liabilities due to related parties.

During the six months ended March 31, 2015 the Company recognised $0.7 million (six months ended March 31, 2014 - $0.2 million) for
professional and consulting fees io directors or companies related to direclors,

The above transactions were in the nommal course of operations.

Financial instruments:

The Company hias financial assets which include cash and cash equivalents, accounts receivable and reclamation deposits, the carrying
value of which approximates fair value. The Company has financial liabifities which include accounts payable and accrued liabilities,
equipment loans and capital leases, notes payable, customer loans, Callidus loan, debentures and the Interest bearing component of the
convertible debentures, the carrying values of which may be higher than their fair value due to the Company's liquidity position (Note 1).

The Company’s financial assets are measured and recognised according to a fair value hierarchy that reflects the significance of inputs
used in making fair value measurements, based on the lowest level of input that is significant fo the fair value measurement, &s follows:

Levei 1 - quated prices in active markets for identical assets or liabilities;
Level 2 - inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either directly (i.e. as
prices) or indirectly (i.e. derived from prices); and
Level 3 - inputs for the asset or liability that are not based upon observable market data.
Categories of financial instruments

The estimated fair values of the Company’s financial asseds and liabifities were determined based on Level 2 inputs. The Company has no
financial assets or liabilities that have fair value determined based on Level 3 inputs.
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NORTH AMERICAN TUNGSTEN CORPORATION LTD.

NOTES TO THE UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

FOR THE THREE AND SIX MONTHS ENDED MARCH 31, 2015 AND 2014
FIGURES ARE IN THOUSANDS OF CANADIAN DOLLARS

The Company has delermined the estimated fair values of its financial instruments based upon appropriate valuation methodologies. The
following table shows the carrying value of financial assets and liabilities for each category of financial instruments:

Financial assels

Loans and recelvables
Cash and cash equivalents
Accounts receivable
Reclamation deposits

Financial liabilities

Other financial liabilities
Accounis payable and accrued liabikfies
Caltidus loan
Customer loans
Debentures & conv erfible debentures {interest bearing portion)
Equipment loans and capital leases
Noles payahle

PAGE 15

March 31, September 30,
2005 2014
1,665 363
3,340 3,647
6,163 593
13838 & 16,426
12,907 10,128
8,376 8,064
13418 11,564
26%0 489
18,512 14,584
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North American Tungsten Corporation Ltd,
Cash Flow Statement (Note 1)
For the 6-Week Perlod Ending July 17, 2015

{§$'000s)
Week 1 Week 2 Week 3. Week 4 Week 5 Week & Woeek 6  Notes
12-Jun-15  18-Jun-1§  26-Jun-18  3-Jui-18  10.Juli§  17-Jul-18 Total
Recelpts
Collection of accounts receivable $ 274 § 1266 % 1111 § 1478 % 1085 % 1,09271% 6,307 2
Other receipts - - - - 50 - 50 3
Total Receipts 274 1,266 111 1,478 1,138 1,082 6,387
Distursements
Employee costs - mine sile (228) (347} (663) (324) {(179) (470) (2,211 4
Employee costs - head oifice (53) 2y - (76) (31) - (58) {220y 4
Mining raw materials B {22) %3] (23} (73) (38) {164) 5
Mik raw materiais )] (108) {85} (85) (85) (12 (524} @
Fuei {139) (163) (139) {139) {139} {(213) ‘7 7
Equipment parts and supplies {45) (86) {68) (68) {68} {90) (424)] 8
Freight and expediting {50} (63) &3) (63) {63 {75) (375 o
Catering and janitorial 53] {46) (45) (45) {45) (50) (282)] 10
Tailings management and dredging {50) “ (50) - (125) . (228)] 11
Head office costs {10} {25} (25) (92) {25) (25) (202)] 12
Other cperating costs (87 (215) {180) {180} (180) {224) (1,048) 13
Mill maintenance . (54) . (6} (121 {85} {248} 14
Restructuring professional fees (50) (80} (60) {80} (B80) {60} (3503 15
Total Disbursements (783) {1,130) {1.460) {1.115) {1.161) (1,480 (7,339}
Net Cash Flow $ {519) & 136 § [348) § 363 § (26} § {387)F § (782)
Cash Balance
Opening Cash Balance 532 13 145 {200) 163 138 532
Closing Gash Balance { (Shortfall) $ 13§ 145 ¢ (200) & 163 § 138§ (280} § (280} 16
Notes:

1.

2.

The Cash Flow Statement has been prepared by management of North American Tungsten Carperation Ltd.{the "Company") o set aut $he Company's
liquidity requirerents during the B-week period ending July 17, 2015 (the "Period"). Week 1 commences on June 8, 215,

Collecticns of accounts receivable are estimated based on expected mine production and sales under supply agreements with the Company's twe major
customers. Accounts recelvable are typically collected within 5 to 10 days of shipment from the mine. Celiections during the week enging June 12, 2015
are expected to be negatively impacted by an operational disruption during the preceding week.

Cther recelpts relate 10 postfiling GST and fuel tax refunds.

Employee costs are forecast based on current run rates and adjusted to refiact staged temperary layolfs of mine employees. Payroll, benefits and source
deduction remiétances are forecast (o remain current during the Period.

Mining raw material costs are forecast based on expected production levels which reflect reduced production due to temporary layoffs of mine employees
{refer to Note 4).

Mill raw material costs are forecast based on expected production levels,

Fuel costs primariy relate to diesel used by the generators which provide power to the mine site,

Equipment parts and supplies costs are {orecast based or: current run rates, adjusted to reflect a recuction in stock on hand to approximately 30 days
worth of parts,

Fraight and expediting costs are forecast based on expected production and sales [evels,

. Catering and janitoriai costs are estimated based on the number of employees expected to ke at the mine site during the Period.
, Tailings management and dredging includes construction of a tailings storage location, dredging of an existing tailings pond and construction of a

temposary dry stack plant o provide tallings capacity for continued operations.

. Head office costs inchude corporate and admiristrative costs as well insurance and operating leases.
. Other operating costs refate primarily 1o production costs at the mine site and is based on forecast production levels. It is estimated that many suppliers will

raguire cash-on-delivery or other reduced payrient terms during the Periad,

. Mift maintenance comprise projects to maitaln and improve the operating efficiency and power distribution at the mine site.
. Resfructuring professional fees inclate the estimated costs of the Company's legal counsel, the moniter and the maniter's legal counsel,
, Cash balance includes funds on deposit In the Company's bank accounts &t HSBC Bank Canada. The Forecast Is based on the hypothaical assumption

that the Company will be able to obiain additional borrowing capacity under its existing credit facilties to cover the projected shortfalls andlor interim
financing with & priority charge over certain assets, subject to Court approval. Related party shareholders(s) have contributed approximately 936,000
{USE745,000) during the week prior to the Perlod in order to Tund the Company's immediate Equidity requirements.
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Zoep

June 4, 2015

Mr. Dennis Lindahl,

Chief Financial Officer and Director

North American Tungsten Corporation Lid.
¢/o Dentons Canada LLP

20" Floor, 250 Howe Street

Vancouver, BC, V6C 3R8

Dear Mr. Lindahl:

North American Tungsten Corporation Ltd. (the “Company”)

Alvarez & Marsal Canada inc.
400 Burrard Strest

Suite 1680, Commerce Place
Vancower, BG VeC 3A6
Phone: +1 604 638 7440

Fax: +1 604 638 7441

This letter serves to confirm the consent of the undersigned, Alvarez & Marsal Canada Inc., to
act as Monitor should an Order be granted by the Supreme Court of British Columbia in respect
of relief sought by the Company pursuant to the Companies' Creditors Arrangement Act, R.5.C.

1985, ¢. C-36, as amended.

Yours very truly,
Alvarez & Marsal Canada Inc.

7

Todd M. Martin, CPA, CA-CIRP
Senior Viee President

www.alvarezandmarsal.com
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