I

MKANGO RESOURCESLTD
MANAGEMENT'S DISCUSSION AND ANALYSIS

For thethree and nine months ended September 30, 2015 and 2014

Page 1 Mkango Resources Ltd



The following Management’s Discussion and Analy$MD&A”) of Mkango Resources Ltd. (“Mkango” or the
“Company”) was prepared in accordance with the irequents of National Instrument 51-102, Continuous
Disclosure Obligations, and it should be read injeoction with the consolidated interim financightements and
accompanying notes for the three and six montheer@kptember 30, 2015 (the “Financial Statemeniig
results reported herein have been prepared in dacoe with International Financial Reporting Staddg“IFRS”)
and are prepared in United States dollars unlésewise stated. This document is dated Novembe?@55.

The Board of Directors of the Company have revieard approved the information contained in this Mbé&nd
the Financial Statements.

Readers are cautioned that this MD&A contains @erfarward-looking statements. Please see the aecti
concerning “Forward Looking Statements” below.

Additional information relating to the Company, liding the Company’s Filing Statement, can be foondthe
Canadian System for Electronic Document Analysis Retrieval (“SEDAR”) at www.sedar.com. The Compagy
listed on the TSX Venture Exchange under the syrivbiOA.

FORWARD LOOKING STATEMENTS

Certain disclosures set forth in this MD&A constitdorward-looking statements. Any statements doathherein
that are not statements of historical fact may kented to be forward-looking statements. Forwardtiap
statements are often, but not always, identifiedth®y use of words such as “anticipate”, “believetidget”,
“continue”, “could”, “estimate”, “forecast”, “inteifs”, “may”, “plan”, “predicts”, “projects”, should”“will” and
other similar expressions. All estimates and statégmthat describe the Company’s future, goallgectives,
including management’s assessment of future plawsagerations, may constitute forward-looking imfietion
under securities laws. By their nature, forwardkiog statements are subject to numerous risks aodrtainties,
some of which are beyond Mkango’s control, inclgdithe impact of general economic conditions, ingust
conditions, volatility of commodity prices, currgnfluctuations, accuracy of current drill and othexploration
results, environmental risks, changes in envirorteletax and royalty legislation, competition frasther industry
participants, the lack of availability of qualifiggersonnel or management, stock market volatilitgl ability to
access sufficient capital from internal and extesmairces. Readers are cautioned that the assurapiaed in the
preparation of such information, although considereasonable at the time of preparation, may provée
imprecise and, as such, undue reliance shouldeptdred on forward-looking statements. Mkangotsaaesults,
performance or achievement could differ materilbm those expressed in, or implied by, these fodwaoking
statements or if any of them do so, what benefitd# Mkango will derive there from. Mkango disclairasy
intention or obligation to update or revise anyward-looking statements, whether as a result of imdermation,
future events or otherwise, except as requirechwy |

COMPANY OVERVIEW

Mkango Resources Ltd.
(Canada)

Lancaster Exploration
(BVI)

Lancaster Exploration Limited
(Malawi)

Mkango is an exploration and development compacyded on rare earth and associated minerals wiihepiies
in the Republic of Malawi, Africa, specifically, @hPhalombe exploration license (“Phalombe Licenseil) the
Thambani exploration license (“Thambani Licens@he Company’s headquarters are in Calgary, Alb&éamada.
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Mkango was originally incorporated under the nantleyACapital Corp. under the laws of the Provinéétberta,
Canada. Mkango completed its initial public offigrion August 27, 2008 as a Capital Pool Corporamdefined

by Policy 2.4 of the TSX Venture Exchange (“Poligyd”). On December 20, 2010 Mkango completed its
Qualifying Transaction, as defined in Policy 2.4,dzquiring all of the issued and outstanding shafel ancaster
Exploration (“Lancaster”) through a reverse-takepwhich closed on December 20, 2010.

Lancaster was incorporated August 3, 2007 by Memaunu Articles of Association issued pursuant to the
provisions of the BVI Companies Act. Lancasterigstered office is located at 56 Administration\i&i Wickhams
Cay 1, Road Town, Tortola, British Virgin Islandsncaster is a wholly owned subsidiary of Mkango.

Lancaster Exploration Limited (“Lancaster Malawig, wholly owned subsidiary of Lancaster, was inooaped
under the laws of Blantyre, Malawi on May 19, 2011.

GOING CONCERN

These consolidated interim financial statementsehaaen prepared on a going concern basis, whictemmhates
the realization of assets and the payment of ligslin the ordinary course of business. The Comipacognized
net income (loss) of ($48,844) and $869,362 forttlee and nine months ended September 30, 204/ atvely,

compared to a loss of ($2,756,393) and ($4,346,%318)he three and nine months ended SeptembeR@D4,

respectively (Note 7(b)). The Company has a defiti$10,597,305 (December 31, 2014 - $11,466,66fgse

factors indicate material uncertainties, which nsagt significant doubt on the Company’s abilityctitinue as a
going concern. The Company is in the process afieiog, exploring and developing its mineral intsie

Management has significantly scaled down its adstriaiive and exploration expenditures for 2015 amsdsuch
believes that the funds available combined withuriaitequity placements will generate sufficient célsiw to
maintain the Company’s ability to meet its shortd anedium term objectives and milestones. The Compan
currently funding its operations with equity raisaca non-brokered private placement (“Financing’hich closed
in two tranches on July 31, 2015 (Note 7) and Oetdi), 2015 (Note 11).

Should the Company be unable to continue as a gaingern, it may be unable to realize the carryialge of its
assets and to meet its liabilities as they becouse @hese consolidated interim financial statemdotsiot reflect
the adjustments or reclassification of assets @tilities, which would be necessary if the Compamgre unable to
continue its operations.

HIGHLIGHTS

As of September 30, 2015 2014
Cash used by operations $ (278,493) $ (1,731,041)
Cash from financing activities 534,730 1,804,302
Total comprehensive income (loss) 843,967 (4,346,978)
Income (loss) per share - basic and diluted $ 0.01 $ (0.07)
Weighted average common shares outstanding 80,375,637 66,158,667
Evaluation and exploration spending:

Malawi — Mineral exploration expenditures 24,164 797,105
Current assets 342,439 707,456
Current liabilities (427,541) (220,228)
Working capital $ (85,102) $ 487,228
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SUMMARY OF QUARTERLY RESULTS

2015 2014 2013
Total Operations Q3 Q2 Q1 Q4 Q3 Q2 Q1 Q4
Revenue $ - $ 2 $ 5 $ 17) $ 31 $ 332 $ - $ 15
Expenses 163,950 163,982 238,229 622,726 611,920 882,203 435,418 765,081
Warrant fair value loss (gain) (115,106)  (1,386)1 15,775| (2,656,627) 2,144,504 274,101 (805) | (563,069)
Net revenue (loss) for period (48,844) 1,172,20%253,999) 2,033,884 (2,756,393) (1,155,972) (434,61B) (202,0
Loss per share - basic and diluted $(0.00) $0.01 $(0.00) $(0.03) $(0.04) $(0.02) $(0.0[1) $0.
Total assets 384,714 77,278 75,993 185,678 711,573 1,309,637 1,452,295 507,087
Cash and restricted cash 328,246 62,303 63,066 161,009 523,993 1,272,960 1,436,668 440,319

The financial data for the periods reported havenb@repared in accordance with International FirgriReporting
Standards (“IFRS”) as issued by the InternationatAinting Standards Board (“IASB) and interpretaidssued
by the International Financial Reporting Interptietas Committee (“IFRIC”), in effect on Septembé), 2015. The
financial data is presented in US dollars.

The Company’s principle activities require expemdis which include both exploration and general and
administrative expenses.

The Company recognized a net loss of ($48,844)($R(756,393) for the three months ended Septenmbe2(BL5
and 2014, respectively. General and administratbsts of $137,980 (2014 - $204,036) was compisedarily of
consulting and professional fees and office expensgquired to close the July 31, 2015 non-brokeredate
placement and to maintain the on-going operatiohshe Company. Stock based compensation expense was
$29,788 for the three months ended September 3% @D14 - $156,899) as a result of issuing optmmalay 30,
2014, whereby the options vest and are expensadao2é month period. The expense was significamitiher for
the nine months ended September 30, 2014 becatiseéhgoSeptember 25, 2013 and May 30, 2014 stotkrop
issuances were being expensed. The mineral exiploraxpenditures for the three months ended Sdperd0,
2015 was a refund of ($622) compared to an expeh$212,522 for the three months ended Septembe2(BDA.
The Company was approved to receive the South afridepartment of Trade and Industry (“DTI") grant Mday
26, 2014 for an amount of ZAR 7,967,804 (USD$575)04hder the Capital Projects Feasibility Progrém2015
monies received as a result of the DTI grant reduih a net refund of costs. To date, ZAR 4,421 (8819,081)
has been refunded to the Company. The CompanyidrafiGantly reduced its overhead costs during 2015

The Company recognized a net income of $1,172,20%pared to a net loss of ($1,155,972) for the timeaths

ended June 30, 2015 and 2014, respectively. Thimeceme recognized for the three months ended 30n2015
was primarily the result of a $1,336,185 revaluatimin on the Company’s outstanding warrants. oimgarison,
there was a ($274,101) revaluation loss recogniaedhe three months ended June 30, 2014 on thep@oy's

outstanding warrants. The mineral exploration exjgeres for the three months ended June 30, 20E5346,316
compared to $431,000 for the three months ended 30n2014. Stock based compensation expense \Wabk824
for the three months ended June 30, 2015 (20148,698) as a result of issuing options on May 3A,2@vhereby
the issuance vests and is expensed over a 24 rpenitd. General overhead costs were $109,178 foithtee
months ended June 30, 2015 (2014 - $369,997) esuét of expenditures related to consulting andgzsional fees
and office expenses required to maintain the ongyoperation of the Company.

The Company recognized a net loss of ($253,999)peoed to a net loss of ($434,613) for the threethmanded
March 31, 2015 and March 31, 2014, respectivele fét loss was lower by $180,614 for the three hwahded
March 31, 2015 when compared to the prior year@salt of lower mineral exploration expenditurdhe mineral
exploration expenditures for the three months endadch 31, 2015 were reduced to a credit of ($20),%% the
result of receiving a $104,728 refund through thel Qrant program. Stock based compensation expemse
$63,573 for the three months ended March 31, 20054 - $73,009) as a result of issuing options @y 80, 2014,
whereby the issuance vests and is expensed ovemagth period. General overhead costs were $18G@%he
three months ended March 31, 2015 (2014 - $243,881% result of expenditures related to consulfees,
professional fees and office expenses requiredaiotain the on-going operation of the Company.
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The company’s cash balance as at September 30,284 $328,246 (December 2014 - $161,009). The eang
the cash balance resulted from the issue of skapitat, which increased cash by $534,730 which oféset by
operating ($278,493), investing ($35,679) and emgbarate changes ($53,320) activities during thégeended
September 30, 2015.

DISCUSSION OF OPERATIONS

The Company’s corporate strategy is to furtherndglte and develop the rare earth mineralizatiddoagwe Hill
and to secure additional rare earth element aner aitineral opportunities in Malawi and elsewherstidlly, the
Company has established the Republic of Malawitaipliatform country, focusing primarily on the Rirabe
district, where past exploration indicated stroreplggical potential for rare earth elements (“REERd other
minerals.

As of the date of this report, the Company hold9@% interest in two exploration licenses in Maldkwiough its
ownership of Lancaster. On January 21, 2010 Ldecagas granted the rights to the Phalombe licemsk on
September 10, 2010 Lancaster was granted the rightse Thambani license. On November 9 2015, atatgul
pre-feasibility study was completed for the Sondilerare earth project, located in the Phalomisertise

. SONGWE HILL

Through its ownership of Lancaster, the Companyial 100% interest in an exclusive prospectingnfiesover an
area of 849.1 km2 in southeast Malawi (the "Phalerhlzense"). Its main exploration target is the @oa Hill
deposit, which features carbonatite hosted rar¢heanineralization and was subject to previous ergilon
programs in the late 1980s. Lancaster was awdhdelicense on January 21, 2010.

The Phalombe License runs for a period of threesyaad is renewable for further periods of two geand two
years thereafter if the terms and conditions ofRhalombe License have been met. The license wasvesl for a
further two years on January 21, 2015 (prepaid éedinber 2014) the company requested that the Bcarea be
reduced to the current area of 849.1 sq km. Thag@my is continuing to meet the terms and conditiohthe
license and provides updates to Malawi’'s MinistfyMining on a regular basis regarding progress tsnwiork
program.

Management believes that all necessary permitcdacaster's current phase of the exploration prodrave been
obtained.

Songwe is accessible by road from Zomba, the foroagital, and Blantyre, the principal commercialvioof
Malawi. Total travel time from Zomba is approximgt& hours, which will reduce as infrastructure tiones to be
upgraded in the area. Songwe is a volcanic ventishexpressed as a steep-sided hill rising son@en28bove the
surrounding plain.

The drilling programs completed in 2011 and 20b2ubed on an area measuring approximately 350 @yridlers
comprising rare earth enriched carbonatite, caritenareccia and fenite lithologies, largely expbsé surface. A
total of 25 holes were completed in the 2012 Stagarogram for a total of approximately 4,860 metersa

maximum vertical depth of approximately 350 metef$ie Stage 2 program was designed to complement3h
hole, 2,000 meter Stage 1 drilling program andesystic channel sampling completed in 2011.

On November 22, 2012, Mkango filed a Technical Reftbe “Report”) for its maiden NI 43-101 mineralsource
estimate entitledNI 43-101 Technical Report and Mineral Resourceinkate for the Songwe Hill rare Earth
Element (REE) Project, Phalombe District, RepuliicMalawi, authored by Scott Swinden, PhD, PGeo and
Michael Hall, Pr.Sci.Nat., MAusIMM. The Report'simaral resource estimates, as previously announaed,
summarized below. For further details of the mihegaource estimates including breakdowns theidegse refer

to the Report, which is availablewivw.sedar.com

Cut-off grade In-situ Indicated Mineral In-situ Inferred Mineral
Resour ce estimate Resour ce estimate

1.0% TREO 13.2 mt grading 1.62% TRHO 18.6 mt gradi.38% TREQ

1.5% TREO 6.2 mt grading 2.05% TRHO 5.1 mt gradirf@% TREO

TREO - total rare earth oxides including yttriuim-situ - no geological losses applied. mt - roillitonnes
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On July 10, 2013, the Company announced a basensat@lurgical flow sheet for the Songwe Hill ragarth
project and that proof of concept test work on achescale had demonstrated that the flow sheepbi@ntial to
produce a high grade mixed rare earth carbonatgdmoxide product.

During the year ending December 31, 2013, the Compaas focused on scoping metallurgical test work,
environmental studies and commencement of theqasiility study, in addition to regional explomati

During the year ended December 31, 2014, the Coynpamtinued to progress the environmental and soujsact

studies, flow sheet optimization and metallurgieast work, process plant engineering design woikjng studies
and other activities related to the pre-feasibgitydy. This culminated in the Company announdiggrésults of the
pre-feasibility study on September 23, 2014. Thefpasibility study was subsequently updated it results
announced on November 9, 2015.

The updated pre-feasibility Study (the Study) iaths a US$345 million after-tax net present vaNiB\(), using a
10% nominal discount rate, and 37% after-tax irgkrate of return (IRR) for the Songwe Hill RarertBaProject
(the Project), based on rare earth oxide (REOkpraguivalent to a total rare earth basket pric&mgwe Hill of
US$59.8 per kg REO. The basket price reflects ¢hective removal of a large proportion of the ceriduring the
hydrometallurgical process, which enhances theevafuhe product mix.

Initial capital expenditure (Capex) of US$216m,linking a contingency of US$20m, is among the loweshe
rare earth sector.

Cash operating costs average US$13.0 per kg'R&Ghe first 5 years of production and US$16.4 keREC for
the life of mine. The Study assumes an additionat of US$10.0 per kg REQo account for the cost or discount
associated with toll separation or the sale of eedhichemical concentrate.

The Study is based on an open pit operation, usimgract mining, with a mine life of 18 years conmuiag in
2018. There is potential to significantly expanddarction or the mine life and for a lower stripioagiven the large
additional Inferred Resource and potential to edpitie Mineral Resource.

This first phase of development envisages produagifca high grade, critical and heavy rare eartiichad, purified
chemical concentrate for toll treatment or salehvainnual production of approximately 2,840 tonpes year of
REO in concentrate.

Based on the input parameters in the updated ShelfProbable Mineral Reserve Estimate remains ungethat
8.5 million tonnes grading 1.60% TREO using a dfigoade of 1.0% TREO as reported in September 2014

THAMBANI, MWANZA DISTRICT

Lancaster was granted an additional exploratioene by the Malawi Minister of Natural Resourcesergy and
Environment on September 10, 2010 in respect @&raa, which was originally 468 sq km? in Thambahivanza
District, Malawi. Exploration has identified a nuerbof areas with potential for uranium, zircon, wadum and
niobium.

The Thambani License runs for a period of threes@ad is renewable for further periods of two gemnd two
years thereafter if the terms and conditions ofthambani License have been met. The license wesved for a
further two years on September 10, 2015 when thepeoy requested a reduction in the license aréaetourrent
136.9 sq km.. The Company is continuing to meetté¢hens and conditions of the license and providegates to
Malawi’s Ministry of Mining on a regular basis rediang progress on its work program.

The exploration activities conducted during 2018 @012 included acquisition of Landsat7 and ASTBRIite
imagery for the license area, systematic grountnagkric surveys to confirm and detail previoushekvn airborne
anomalies, reconnaissance geological mapping trmadieochemical sampling programs. The work hastified a
number of potential uranium targets over the Thamidassif, which is mainly composed of nephelinerste
gneiss, forming two prominent ridges known as ThambEast Ridge and West Ridge. Historical airborne
radiometric surveys and ground radiometric surveygmams carried out by Mkango have revealed twdindis
uranium anomalies occurring along the two ridges:sttong uranium anomaly, measuring approximately 3
kilometers ("km") by 1.5 km, occurs along the léngf the Thambani East ridge with a north-soutindrand a
second uranium anomaly, measuring approximatehkm %y 0.4 km occurs on the West Ridge along thsteva
contact of the nepheline syenite body with theeradbiotite-hornblende gneisses.
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Initial results from follow up reconnaissance gesoical sampling conducted in 2013 returned locatipmalous
uranium values, ranging up to 1,545 ppm U308, ath Bdhambani East and West ridges. During the peded
December 31, 2014, the Company continued to predghesgeological exploration studies on the Tharnpeoject
area, data analysis and geological modeling.

Mkango completed a trenching program across themnbaai Massif primarily focused on two sites of bigtal

uranium exploration, known as the Chikoleka andlé_iNgona targets. An initial set of 9 trenchedested on the
basis of anomalous ground radiometric results, Heaan re-examined and geochemically sampled aprofies

from soil/overburden into bedrock.

The first set of assay results of 142 soil and rduk samples returned variably anomalous U, NbEadalues in
most trenches, ranging up to 4.70 % U308, 3.25 %0%in soil and up to 0.42 % U308, 0.78 % Nb205 ana
ppm Ta205 in rock chips, notably higher than resfribm the 2013 reconnaissance surface geocherdogbling
program. Results associated with the 10 best U3S8ya are summarized in the table below.

Preliminary mineralogical studies carried out or gick samples from the Little Ngona River and Gféka
targets, using Scanning Electron Microscopy (“SE’fhe Natural History Museum (NHM) London, indicghat
pyrochlore group minerals, mainly betafite, areghiacipal carriers of U, Nb and Ta for these saapl

Assays from the 10 highest- U308 samples from the Thambani trenching program

Trench Sample | Fror | To U308 Nb205 Ta205
No. Profile | No (m) (m) Rock type ppm ppm ppm
C3 A uU3622 05 1| Sail 47,094 32,462 45
C3 A U3623 1| 15| Sail 1,057 73t 5¢
T11 C U3508 0.5 1 | Decomposed Feldspathic 4,231 7,80E 747
T11 C U3509 1| 1.5| Decomposed Feldspathi¢ 2,53¢ 6,61¢ 911
T11 B u3505 0.5 1 | Decomposed Feldspathig 2,36¢ 5,424 972
T15 A U3554 1| 1.E | Feldspihicrock 1,657 4,34¢ 67
T15 A U355: 0.E 1 | Feldsyathic rock 1,61€ 3,754 431
T15 E U356¢ 0.E 1 | Feldsyathic rock 1,558 3,62¢ 41
T14 D U354¢ 1.5 2 | Feldsgathic rock 1,432 3,034 434
T19 C U360 1| 1.t | Feldsfathic rock 1,367 5,62E 67E

PROPERTY AND EQUIPMENT

Property and equipment include computer and offiggipment and a vehicle that was purchased in Mdtawise
in the camp.

Accumulated

Cost Depreciation Net Book Value
Balance at December 31, 2013 $ 10,020 $ (4,969) $ 5,051
Less Depreciation - (934) (934)
Balance at September 30, 2014 10,020 (4,652) 5,358
Less Depreciation - (622) (622)
Balance at December 31, 2014 10,020 (6,214) 3,806
Disposal of asset (9,733) 6,099 (3,634)
Additions 42,124 - 42,124
Less Depreciation - (21) (21)
Balance at March 31, 2015 $ 42,124 $ (137) $ 42,275

On February 2, 2015, the Company sold a vehiséel in Malawi.
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RELATED PARTY TRANSACTIONS

a)

b)

c)

d)

Leo Mining Exploration Ltd. (“Leo Mining”) is condered related by virtue of common directors and
officers who have an ownership in and exerciseifsaggmt influence over both companies. The Company
and Leo Mining have formalized their relationshifthwespect to services provided by Leo Mining. A
written agreement sets out the types of servicegghvimay be provided and the costs associatedswith
services. Generally the Company repays the distnests made by Leo Mining on its behalf. During the
nine months ended September 30, 2015, the Compasynburred costs of $49,726 (2014 - $38,038) for
administrative services. As of September 30, 20&5Gompany has an outstanding payable to Leo Mining
in the amount of $49,726 (2014 — $11,579). The amh@auunsecured and due on demand. Interest of 2%
may be incurred on the outstanding amount annuatlyever, this charge has been waived historically.

Digby Wells Environmental (“Digby”), by virtue of @ommon director, is considered a related party.
During the nine months ended September 30, 20ECttmpany has incurred costs of $1,814 (2014 —
$145,689, 2013 - $113,485, 2012 - nil) for enviremtal services. As of September 30, 2015, therenwas
outstanding payable to Digby (2014 - $8,375, 201#,-2012 - nil).

Stikeman Elliott (London) LLP (“Stikeman”), by vireé of a director being a partner of the firm prior
July 1, 2015, is considered a related party. Duting nine months ended September 30, 2015, the
Company has incurred costs of $63,872 (2014 — $X3),for legal services. As of September 30, 2015,
there was an outstanding payable to Stikeman 26 $P5 (2014 — $109,673).

Included in due to related parties for the nine therended September 30, 2015, are consulting fads a
expense reimbursements due to officers of the Caynpf$222,200 (2014 - $285,512). As of September
30, 2015, there was an outstanding payable toesffiof $156,782 (2014 — $3,363). The amounts awed
unsecured, due on demand and non-interest bearing.
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EXPENDITURES

For the nine months ended
September 30, Variance
2015 2014
General and administrative
Audit and tax management $ - $ 13,887 $ (13,887)
Legal fees 16,295 18,267 (1,972)
Salaries and consulting fees 281,030 451,138 (170,108)
Office 95,831 94,699 1,132
Travel 10,144 91,553 (81,409)
Shareholder compliance & investor relations 22,470 78,181 (55,711)
Malawi office and camp expenses 2,380 70,299 (67,919)
Sub total - General and administrative 428,151 818,024 (389,873)
Malawi exploration expenditures
Environmental studies 5,968 129,684 (123,716)
Mineral extraction development 36,414 350,699 (314,285)
Ground rental fee - 30,097 (30,097)
Drilling - 44,791 (44,791)
Consulting fees & salaries 73,169 103,624 (30,455)
DTI Grant refund (104,728) - (104,728)
Other 13,341 138,211 (124,870)
Sub total - Mineral exploration 24,164 797,106 (772,942)
Other Expenses
Stock option expense 140,543 298,602 (158,059)
Depreciation and sale of asset 241 934 (693)
Foreign exchange (gain) loss (26,938) 14,876 (41,814)
Warrant revaluation (1,435,516) 2,417,80 (3,853,316)
Total Expenses $ (869,355) $ 4,347,342 $ (5,216,697)

Total expenses decreased by $5,216,697 from $8827o a gain of $869,355 for the nine months ended
September 30, 2014 and September 30, 2015, regggcprimarily as a result of the following:

a)

b)

c)
d)

e)

Warrants: The warrant revaluation for the outstagdvarrants resulted in a $3,853,316 income efiect
the nine months ended September 30, 2015. The ehiangarrant valuation was due to a decrease in the
underlying common share price, which was $0.24f&eptember 30, 2014 and $0.02 as of September 30,
2015. In 2014, the warrants held significant vakereby creating a $2,417,800 expense. The nt@rra
hold significantly less value in 2015 due to tharmfe in the share price and have created an inetfrct
($1,435,516) as the expense recognized in 20%kHisced.

Stock Option Expense: The expense recognized Ifernine months ended September 30, 2015 is
$158,059 less than the expense recognized at Seeted, 2014. The stock options issued May 304201
are being expensed as they vest over a 24-montbdpeiith the majority of the expenses recognized
during the first portion of the vesting period.

DTI Grant Refund: The Company received $104,728fands from the DTI grant for the nine months
ended September 30, 2015 while there were no fueds received for the same period in 2014.

Mineral Exploration: The Company has significargluced its exploration activity during 2015 ré¢isigl

in a reduction of mineral exploration expenses®#7@,942) for the nine months ended September 30,
2015.

General and Administrative Expenses: These exgdmesees been significantly reduced during 2015.
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LIQUIDITY AND CAPITAL RESOURCES

As of September 30, 2015, the Company had a workimgtal deficit of ($85,102) (December 31, 2014 —
($73,615)). The Company completed its Qualifyimgrisaction on December 20, 2010 and raised grosgeeas of
C$7,625,026. The Company raised a further US$265D4,net of share issue costs, as of December RI3 2
through a second equity issue. The Company raisedter US$1,806,075, net of share issue costsug a third
equity issue, which closed in two tranches on M&4h 2014 and April 3, 2014. The Company raisddréner
US$534,730, net of share issue costs, through aityegsue, which closed July 31, 2015 and on Cetdd, 2015,
the Company raised gross proceeds of C$375,000ghran equity issue.

At September 30, 2015, the Company had a cash dmalah $328,246. The original funding and the fugdin
provided by subsequent equity issues were usedrtd metallurgical test work, mine planning, envirental
studies and other aspects required to move thev@ohiill project through the pre-feasibility stageaddition to
regional exploration and general corporate purpoBls third equity issue was used to fund comphetibthe pre-
feasibility study. Management has significantly lsdadown its administrative and exploration expameis for
2015 and as such believes that the funds avaitabtthined with future equity placements will generatifficient
cash flow to maintain the Company’s ability to migeshort and medium term objectives and milestone

Since the Company does not expect to generate ergnue in the near future, it must continue to rghpn
grants and the sale of its equity and/or debt #&esito fund its operations. There can be norasme that grants
or financing, whether debt or equity, will continteebe available to the Company in the amount requat any
particular time or for any period or, if availablecan be obtained on terms satisfactory to then@any. The
circumstances that could affect the company’s tgbtlh secure grants, equity and/or debt financingt tare
reasonably likely to occur are, without limitatiortlude the state of the capital markets and tkegling market
prices for commodities, in particular the prevajlimarket prices for REE. The outlook in relatioritiese factors
could change at any time and negatively affectGbenpany’s operations and business. Other thaisaksed
herein, the Company is not aware of any trendsemaimties, demands, commitments or events, whieh a
reasonably likely to have a material effect on tBempany’s business, financial condition or resufs
operations.

COMMITMENTS

The Company was granted the Phalombe Licence éoStdngwe property on January 21, 2010. The licesase
issued by the Malawi Government on a three-yeaispagginally, and on January 20, 2015 was renefeedn
additional two years. The future spending committaefior the exploration rights with the Governmetit o
Malawi are 150,000,000 Kwacha (foreign exchange M¥VK557):

Exploration commitments, 2 years $ 269,300
Ground rent, 2 years (849.1 sq km x 10,000 Kwaahaypar) 30,488
Total commitment, 2 years $ 299,788

On September 10, 2010, the Company was grantedditional exploration licence by the Malawi Ministef
Natural Resources, Energy and Environment in respiean area of 468 km2 in Thambani, Mwanza Distric
Malawi. The license was issued by the Malawi Goxwgant on a three-year basis, originally, and waswed on
September 10, 2015, for an additional two yednen the company requested a reduction in thedeearea to the
current 136.9 sq kmThe future spending commitments for exploratiopemses with the Government of Malawi
were renegotiated from 250,000,000 to 25,000,00@d¢ha (foreign exchange rate MWK557):

Exploration commitments, 2 years $ 44,883
Ground rent, 2 years (136.9 sg km x 10,000 Kwadahraypar) 4,916
Total commitment, 2 years $ 49,799

The Company is continuing to meet the terms andlitions of its two exploration licenses and progdgpdates
to Malawi’'s Ministry of Mining on a regular basisgarding progress of its work programs.
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ISSUED AND OUTSTANDING SHARE INFORMATION

As at the date of this report, the Company has2B81956 Common Shares and 50,799,905 warrantgisshe
Company has 6,310,000 stock options issued, ofhwHi®10,000 stock options have vested.

OFF BALANCE SHEET ARRANGEMENTS

The Company is not party to any off balance sheahgements or transactions.

ACCOUNTING POLICIESAND ESTIMATES

Management is required to make judgments, assungp@md estimates in the application of IFRS thateha
significant impact on the financial results of tGempany. Details outlining Mkango's accountingipies are
contained in the notes to the consolidated findrstédements for the year ended December 31, 2014.

BUSINESSRISKS

Readers are cautioned that the following is a summaly of certain risk factors and is not exhaustand is
qualified in its entirety by reference to, and mstread in conjunction with the additional infotina on these and
other factors that could affect Mkango’s operatiansl financial results that are included in repaontsfile with
Canadian securities regulatory authorities and beagiccessed through the SEDAR websitew.sedar.com

The Company is presently pursuing direct invests@mtinternational mining projects. There is nouasace that
exploration prospects will be granted in foreigrigdictions where the Company is making applicajoror is there
assurance the exploration efforts will be succésHfthe Company is successful in obtaining expt@mn prospects
in foreign jurisdictions, additional capital wilelrequired to execute the exploration programs.

Rare earth element and related mineralogy exptoratdevelopment, production and marketing operation
inherently have a number of business risks andrtaioées, including the uncertainty of finding neeserves, the
volatility of commodity prices, operational riskbe cost of capital available to fund exploratiowd alevelopment
programs, regulatory issues and taxation, andetyg@irements of new environmental laws and reguiatio

The Company manages these risks by contracting emmpprofessional staff, following sound operatimgctices
and the prudent issuance of equity to fund cagxplenditures so that debt does not become a bukdgensive
geological, geophysical, engineering and envirortaleanalyses are performed before committing toditiléng of
new prospects. These analyses are used to enssudéable balance between risk and reward. The Coympa
conducts its operations in a manner consistent witkironmental regulations as stipulated applicableal
legislation. Mkango is committed to meeting itsp@ssibilities to protect the environment wherewenay operate
and anticipates making increased capital and apgraixpenditures as a result of the increasingiyngent laws
relating to the protection of the environment. M§ais operations are subject to the risks normadoaiated with
the mining industry. The Company is committed tepecting the safety of its personnel, the envirantnaad the
communities where it has operations.

The mining industry has been subject to considerplice volatility, over which companies have ditdontrol, and
a material decline in the price of rare earth el#sieould result in a significant decrease in tloen@any's future
anticipated revenues. The mining industry has wmhebusiness risks and there is no assurance thdtigs can
continue to be produced at economical rates orptzatuced reserves will be replaced. Fluctuationsurrency and
exchange rates and changes in production are ritgklyin the mining industry.

FINANCIAL INVESTMENTSAND RISK MANAGEMENT

All financial instruments are initially recognized fair value on initial recognition of the instrent. Measurement
in subsequent periods depends on whether the fadanstrument has been classified as fair valueugh profit or
loss (“FVTPL"), held for- trading, loans and recalles, financial assets available-for-sale, finalnassets held-to-
maturity, and other financial liabilities.

Financial assets and financial liabilities clagslfias FVTPL are measured at fair value with changdair value
recognized in net earnings or loss. Financial aspedilable-for-sale are measured at fair valuth ehanges in fair
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value recognized in other comprehensive incomeartial assets held-to-maturity, loans and recédgadnd other
financial liabilities are measured at amortizedt esing the effective interest method of amortizati

Cash and cash equivalents are designated as FViidPhara measured at carrying value, which approxdmédir
value due to the short-term nature of these insgtnim1 Accounts receivable are designated as loghsegeivables.
Accounts payable and accrued liabilities and duelmted partiearedesignated as other financial liabilities.

The fair value of cash and cash equivalents, adsagaeivable, accounts payable and amounts drgdatied party
approximates the carrying value. The Company da¢shald any other financial instruments. The maiacial
risks affecting the Company are discussed below:

Fair values
The Company’s cash and cash equivalents and accoengivable and current liabilities are approxaday their
carrying values due to the short-term nature oftdmas.

Concentration risk

The majority of the Company’s cash and cash eqeintalare held by one major International bank. Biepdeld
with this bank may exceed the amount of insuranoeiged on such deposits. Generally these depositg be
redeemed upon demand and bear minimal risk.

Foreign currency rate risk

The functional and reporting currency of the Conyds the United States dollar. The Company entats i
transactions denominated in the Canadian Dollar,Uhited Kingdom Sterling, the United States dolkmd the
local currency in Malawi (Kwacha). The Company esists equity in the Canadian dollar and then paseh
United Kingdom Sterling, United States dollar andldvi Kwacha funds to settle liabilities, as reqdir

As at September 30, 2015 and 2014, the followirgl ¢mlances were held by the Company:

As at September 30, 2015 2014
Canadian dollar $ 326,181 $ 503,284
United States dollar 1,765 17,539
Malawi Kwacha 300 3,170
$ 328,246 $ 523,993

A 30% reduction in the value of the Canadian dolfarcomparison to the United States dollar will &aan
approximately $110,000 effect on the Company’s dadance.

Credit risk
The Company has negligible accounts receivable.

Commodity price risk

The Company’s operations and financial results egaffected by fluctuations in commodity prices amdhange
rates.

Liquidity Risk

Liquidity risk includes the risk that, as a resfithe Company’s operational liquidity requirements

» The Company will not have sufficient funds totlsed transaction on the due date;
» The Company will be forced to sell financial dss& a value which is less than what they areyaont
» The Company may be unable to settle or recovVieiaacial asset at all.

The Company’s operating cash requirements, inctudimounts projected to complete the Company’s iagist
capital expenditure program are continuously meoadcand adjusted as input variables change. Ag thesables
change, liquidity risks may necessitate the Compargpnduct equity issues or obtain project detarting.

Capital Risk
The Company’s objective when managing capital isntintain a flexible capital structure which willaav it to

execute its capital expenditure program, whichudebk expenditures in mining activities which mayray not be
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successful. Therefore, the Company monitors thelle¥ risk incurred in its capital expenditureskalance the
proportion of debt and equity in its capital stuuet The Company has no externally imposed capatplirements.
The Company currently depends on equity financbogsemain solvent. Cash from these financings oragnay
not be available depending on market or other dmmi.

SUBSEQUENT EVENT

On October 20, 2015, the Company closed the settandhe of its non-brokered private placement (fPrévate
Placement”), which was announced in its press selemted July 6, 2015. The Company issued 15,0000its
(the “Units”) at a price of C$0.025 per Unit forogs proceeds of C$375,000.

Each Unit consisted of one common share of the @atjpn (a "Common Share") and one half of a Com@bare
purchase warrant (a "Warrant"). Each whole Wareantitles the holder to acquire one Common Shageepaice of
C$0.05 for a period of 3 years following the clasitate of the Private Placement.

The Corporation paid cash finders' fees totallig]. G500 and issued 280,000 Units and 1,120,00@f@avarrants
in connection with the Private Placement. Eachdifelwarrant entitles the holder to acquire one Gmm Share
for C$0.05 until October 19, 2016.
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