Consolidated Interim Financial Statements of

MKANGO RESOURCESLTD.

For the three and nine months ended Septembel026,éhd 2014

Unaudited consolidated interim financial statements

In accordance with National Instrument 51-102 released by the Canadian Securities administrators, the
Company discloses that its auditors have not reviewed these consolidated interim financial statements for the
three and nine months ended September 30, 2015 and 2014.



MKANGO RESOURCESLTD.
Consolidated Interim Statements of Financial Position
Reported in USdollars

(Unaudited)
September 30, December 31,
Asat Notes 2015 2014
ASSETS
Current
Cash and cash equivalents $328,246 $161,009
Accounts receivable 5,519 7,386
Prepaid expenses 8,674 13,477
Total currents assets 342,439 181,872
Property and equipment 5 42,275 3,806
Total assets 384,714 185,678
LIABILITIES
Current
Accounts payable and accrued liabilities 94,108 81,153
Due to related party 6 333,433 174,334
Total current liabilities 427,541 255,487
Long term
Warrants - derivative financial instruments 7(b) 284685 1,614,013
Total liabilities 856,126 1,869,500
EQUITY (DEFICIENCY)
Share capital 7(a) 7,366,526 7,173,622
Subscription receivable 7,505 -
Contributed surplus 2,730,162 2,555,367
Accumulated other comprehensive income 21,700 53,856
Deficit (10,597,305) (11,466,667)
Total deficit (471,413) (1,683,822)
Total liabilities and deficit $384,714 $185,678
Going concern 2
Commitments 9
Subsequent event 11

Approved on behalf of the Board:

(signed) William Dawes"
William Dawes, CEO and Director

(signed) David Berg"
David Berg, Director

Refer to accompanying notes to the consolidatetimtfinancial statements.



MKANGO RESOURCESLTD.

Consolidated Interim Statements of Comprehensive |ncome (L 0ss)

Reported in USdollars

(Unaudited)
For the three months ended For the nine monthedend
September 30, September 30,
Notes 2015 2014 2015 2014
Expenses
General and administrative $137,980 $204,036 $428,151 $818,024
Mineral exploration expenditures (622) 212,522 24,164 797,105
Depreciation 5 7 311 21 934
Share based payments 7(c) 29,788 156,899 140,543 298,602
167,153 573,768 592,879 1,914,665
Other items
Interest income - (31) (7) (363)
Unrealized (gain) loss on revaluation of warrants (b)7 (115,106) 2,144,504  (1,435,516) 2,417,800
Loss on sale of asset - - 220 -
Foreign exchange (gain) loss (3,203) 38,152 (26,938) 14,876
Net income (loss) $(48,844) $(2,756,393) $869,362  $(4,346,978)
Other comprehensiveincome
Items that may be reclassified subsequently tdoss
Exchange difference on translating foreign operatio (390 - (25,395) -
Total comprehensive loss $(49,234) $(2,756,393) $843,967 $(4,346,978)
Net loss per share - basic and diluted $(0.00) $(0.04) $0.01 $(0.07)
Weighted aver age shar es outstanding basic and diluted 94,302,173 73,296,956 80,375,637 66,158,667




MKANGO RESOURCESLTD.
Consolidated Interim Statements of Cash Flows
Reported in USdollars

(Unaudited)

For the nine months ended

September 30,
Notes 2015 2014

Cash flow used by operating activities
Net income (loss) for the period $869,362 $(4,346,978)
Items not affecting cash

Share based payments 7(c) 140,543 298,602

Unrealized (gain) loss on revaluation of warrants (b)7 (1,435,516) 2,417,800

Loss on disposal of asset 220 -

Depreciation 5 21 934

Unrealized foreign exchange gain (31,848) (8,230)
Change in non-cash operating capital

Accounts receivable and prepaid expenses 6,670 (121,746)

Accounts payable, accrued liabilities and duestated party 172,055 28,576
Cash flow used by operating activities (278,493) (1,731,041)
Cash flow provided by financing activities

Issue of share capital, net of issue costs 527,225 1,804,302

Subscriptions receivable 7,505 -
Cash flow provided by financing activities 534,730 1,804,302
Cash flow used by investing activities

Addition of assets (42,124) -

Disposal of asset 2,810 -
Cash flow used by investing activities (39,314) -
Effect of exchange rate changes on cash (49,686) 13,355
Changein cash and cash equivalents 167,237 86,615
Cash and cash equivalents at the beginning gié¢hied 161,009 437,378
Cash and cash eguivalents at the end of the period $328,246 $523,993




MKANGO RESOURCESLTD.
Consolidated I nterim Statements of Changesin Equity (Deficit)

Reported in USdollars

(Unaudited)

Accumulated
Other
Share Contributed Comprehensive
capital Surplus Income Deficit Total
Balance at December 31, 2013 $7,370,698 $2,080,195 $- $(9,153,573) $297,320
Common shares issued 2,046,281 - - - 2,046,281
Common shares issued - agent fee 2,184 - - - 2,184
Share issue costs (241,404) - - - (241,404)
Warrant valuation (1,915,921) - - (1,915,921)
Share issue costs - agent warrants (87,805) 87,230 (575)
Share based payments - 298,602 - - 298,602
Total comprehensive loss - - - (4,346,978) (4,346,978)
Balance at September 30, 2014 $7,174,033 $2,466,027 $- $(13,500,551) $(3,860,491)
Common shares issued - - - - -
Common shares issued - agent fee - - - - -
Share issue costs (411) - - - (411)
Expired warrants - 18,115 - - 18,115
Warrant valuation - - - - -
Share based payments - 71,225 - - 71,225
Total comprehensive loss - - 53,856 2,033,884 2,087,740
Balance at December 31, 2014 $7,173,622 $2,555,367 $53,856 $(11,466,667) $(1,683,822)
Common shares issued 160,713 160,713
Common shares issued - agent fee 32,191 34,252 66,443
Share based payments - 140,543 - - 140,543
Subscription receivable 7,505 7,505
Total comprehensive loss - - (32,156) 869,362 837,206
Balance at September 30, 2015 $7,374,031 $2,730,162 $21,700 $(10,597,305) $(471,412)




MKANGO RESOURCESLTD.

Notes to the Consolidated Interim Financial Stateise

For the three and nine months ended Septembe026,éhd 2014
(Reported in US dollars unless indicated otherwise)
(Unaudited)

1

2.

3.

GENERAL INFORMATION

The principal business of Mkango Resources Ltd (tBempany” or “Mkango”) is rare earth element anss@ciated
minerals exploration and development with two prape in the Republic of Malawi, Africa, includingpe Phalombe
exploration license (“Phalombe License”) and tharhbani exploration license (“Thambani License”).

Mkango was originally incorporated under the nanieyACapital Corp. (“Alloy”) on November 13, 200dnder the laws
of the Province of Alberta, Canada. On Decembe22Q0, Alloy was acquired through a “reverse talegbby Lancaster
Exploration (“Lancaster BVI"). The articles of t@@®@mpany were amended to change the name of the &gnim Alloy

Capital Corp. to Mkango Resources Ltd. Mkango’sdhetiice is located at 259 Windermere Road SW, @gigAlberta
Canada, T3C 3L2.

Lancaster BVI was incorporated August 3, 2007 bymdeandum and Articles of Association issued pursuanthe
provisions of the British Virgin Islands (“BVI”") Quopanies Act. Lancaster BVI's registered office oxdted at 56
Administration Drive, Wickhams Cay 1, Road Town,rfbta, British Virgin Islands. Lancaster is a lgoowned
subsidiary of Mkango.

On May 19, 2011, a third entity, Lancaster Exatimn Limited (“Lancaster Malawi”), was incorpordtander the laws of
Blantyre, Malawi. Lancaster Malawi’s office isclted at PO Box 1606, Blantyre, Malawi. Lancaktatawi is a wholly
owned subsidiary of Lancaster BVI.

The consolidated interim financial statements wathorized for issuance by the Board of Directdrshe Company on
November 23, 2015.

GOING CONCERN

These consolidated interim financial statementsehla@en prepared on a going concern basis, whictermpfates the
realization of assets and the payment of liabdiiie the ordinary course of business. The Companggnized net income
(loss) of ($48,844) and $869,362 for the three miné months ended September 30, 2015, respectiv@fypared to a loss
of ($2,756,393) and ($4,346,978) for the three miné months ended September 30, 2014, respeciMeite 7(b)). The

Company has a deficit of $10,597,305 (December2B14 - $11,466,667). These factors indicate matariaertainties,

which may cast significant doubt on the Companititt to continue as a going concern. The Compiarig the process of
acquiring, exploring and developing its minerakneists.

Management has significantly scaled down its adstriaiive and exploration expenditures for 2015 asiduch believes that
the funds available combined with future equitycpl@ents will generate sufficient cash flow to maimtthe Company’s
ability to meet its short and medium term objedtiemd milestones. The Company is currently funiisg@perations with
equity raised in a non-brokered private placem#tinancing”), which closed in two tranches on J8ly;, 2015 (Note 7) and
October 20, 2015 (Note 11).

Should the Company be unable to continue as a gaingern, it may be unable to realize the carryage of its assets and
to meet its liabilities as they become due. Thesesalidated interim financial statements do ndewtfthe adjustments or
reclassification of assets and liabilities, whicbuld be necessary if the Company were unable ttraenits operations.

BASIS OF PRESENTATION
(a) Statement of compliance

These consolidated interim financial statementsehbeen prepared in accordance with Internationahrfgial
Reporting Standards (“IFRS”) as issued by the h#Bonal Accounting Standards Board (“IASB”) antenpretations
issued by the International Financial Reportingiptetations Committee (“IFRIC”), in effect on thate of this report.

(b) Basisof presentation and measurement

These consolidated interim financial statementseHasen prepared using the historical cost conwengscept for
certain financial instruments and share-based paytrensactions measured at fair value.



MKANGO RESOURCESLTD.

Notes to the Consolidated Interim Financial Stateise

For the three and nine months ended Septembe026,éhd 2014
(Reported in US dollars unless indicated otherwise)
(Unaudited)

3. BASISOF PRESENTATION (continued)

() Functional and presentation currency

(d)

The consolidated interim financial statements aesgnted in US dollars, which is the functionalrency of the
Company and its Lancaster BVI subsidiary. Effextdanuary 1, 2014, the functional currency of LateraMalawi
changed from the US dollar to the local currendye Kwacha, based upon changes in economic facts
circumstances.

Principles of consolidation

The consolidated interim financial statements ef @ompany include the accounts of the Company tarwo wholly
owned subsidiaries. All intercompany balances asaastctions are eliminated upon consolidation.

(e) Useof estimates and judgments

The preparation of the consolidated interim finahstatements in conformity with IFRS requires ngemaent to
make judgments, estimates and assumptions thatt dffe application ofaccounting policies andhe reported
amounts of assets, liabilities, income and expersesal results may differ from these estimates.

Estimates and underlying assumptions are reviewedro ongoing basis. Revisions to accounting estisnate
recognised in the period in which the estimateserised and in any future periods affected.

Key areas of judgement made in applying the Comigaagcounting policies are as follows:
(i) Exploration and evaluation expenditures

Costs incurred in respect of properties that haaenbdetermined to have proved reserves and forhwdmic
environmental impact study has been completed¢classified as development and production assetsudh
circumstances, technical feasibility and commendiability are considered to be established. Costsrred in
respect of new prospects with no established dpwadot past or present and no proved or probabévwes

and

assigned are classified as exploration and evalua¢ixpenses and are recognized in the statement of

comprehensive loss. The decision to transfer afsetsexploration and evaluation to property andipment
is subject to management’s judgement regardingtbgct’'s commercial viability and technical feabip. As
of the date of this report, management has detednihat the Company has not yet reached the develup
and production stage.

(i)  Functional currency

The functional currency of the Company and its &libses is the currency of the primary economic

environment in which each entity operates. Deteatiom of functional currency may involve certaidguments
to determine the primary economic environment dred@ompany reconsiders the functional currencyache
entity if there is a change in events and condjavhich determine the primary economic environment

Key areas of estimation where management has niffaelti complex or subjective assumptions, oftes a result
of matters inherently uncertain are as follows:

(i) Measurement of share based payments and wartdaatioa (Note 7(b))

The Company uses an option-pricing model to detegrttie fair value of share-based payments and miarra

Inputs to the model are subject to various estimat®ut volatility, interest rates, dividend yieldsrfeiture

rates and expected life of the equity instrumesgaeéd. Fair value inputs are subject to markebfaets well as
internal estimates. The Company considers histeginds together with any new information to deteerihe

best estimate of fair value at the date of grant.

(i) Determination of fair values (Note 8)

The estimated fair value of financial assets aadilities, by their very nature, are subject to suament
uncertainty.

(i) Taxes

Provisions for taxes are made using the best eginfahe amount expected to be paid based on lgajive
assessment of all relevant factors. The Comparigwevthe adequacy of these provisions at the egeof



MKANGO RESOURCESLTD.

Notes to the Consolidated Interim Financial Stateise

For the three and nine months ended Septembe026,éhd 2014
(Reported in US dollars unless indicated otherwise)

(Unaudited)

3.  BASISOF PRESENTATION (continued)

reporting period. However, it is possible that@ine future date an additional liability could resubm audits
by taxing authorities. Where the final outcome lidde tax related matters is different from the am®that
were initially recorded, such differences will affehe tax provisions in the period in which suetedmination
is made.

(f) New IFRS pronouncements not yet implemented

The following IFRS pronouncements have been isduedhe IASB as at the date of this report, but moé yet
effective. The Company does not plan to early adoptof these new or amended standards and intatipres and is
currently assessing the impact of these new or detestandards and interpretations. Certain otherstendards and
interpretations have been issued but are not slasvthey are not expected to have a material ingratte Company’s
financial statements.

@

(ii)

(iii)

IFRS 9 financial instruments

IFRS 9 addresses requirements for the classifitatiod measurement of financial instruments, impartm
methodology and hedge accounting. The IASB sehadatory effective date for annual periods begigmin or
after January 1, 2018. The Company continues sesasthis new standard, but does not expect iave
significant impact.

IFRS 15 revenue from contracts with customers

IFRS 15 replaces the existing revenue recognitisidajce with a new framework to determine the tgmémd
measurement of revenue, providing users of thendileh statements more information and relevantloésoes.
IFRS 15 is effective for annual periods beginnimgoo after January 1, 2017, with early adoptiompeed. The
Company continues to assess this new standardplestnot expect it to have a significant impact.

IAS 38 intangible assets

Amendments to IAS 38 provide clarification of actzdge methods of depreciation and amortization.e Th
amendments were issued in May 2014 and apply taameporting periods beginning on or after Janugry
2016, with early adoption permitted. The Compaogtinues to assess this new standard, but doesxpett it

to have a significant impact.

SIGNIFICANT ACCOUNTING POLICIES

These consolidated interim financial statementsukshde read in conjunction with the annual constid financial
statements for the year ended December 31, 20&4ail®outlining the Company’s accounting polices contained in the
notes to the financial statements for the year éEcember 31, 2014.

5. PROPERTY AND EQUIPMENT

Cost Accumu_lat_ed Net Book Value
Depreciation

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 September 30, 2015 $ 42124 $ (137 $ 42275

On February 2, 2015, the Company sold a vehsbel in Malawi.



MKANGO RESOURCESLTD.

Notes to the Consolidated Interim Financial Stateise

For the three and nine months ended Septembe026,éhd 2014
(Reported in US dollars unless indicated otherwise)
(Unaudited)

6. RELATED PARTY TRANSACTIONS

a)

b)

c)

d)

Leo Mining Exploration Ltd. (“Leo Mining”) is condered related by virtue of common directors anatef§ who have
an ownership in and exercise significant influermeer both companies. The Company and Leo Miningehav
formalized their relationship with respect to seed provided by Leo Mining. A written agreemensaait the types of
services, which may be provided and the costs asdcwith such services. Generally the Companyaysghe
disbursements made by Leo Mining on its behalf.imyuthe nine months ended September 30, 2015, dhg@ny has
incurred costs of $49,726 (2014 - $38,038) for aushiative services. As of September 30, 2015 the@any has an
outstanding payable to Leo Mining in the amoun$49,726 (2014 — $11,579). The amount is unsecundddae on
demand. Interest of 2% may be incurred on the aodéhg amount annually; however, this charge has heaived
historically.

Digby Wells Environmental (“Digby”), by virtue of director being a partner of the firm prior to Jdly 2015, is
considered a related partipuring the nine months ended September 30, 20 Citmpany has incurred costs of
$1,814 (2014 — $145,689, 2013 - $113,485, 201D farienvironmental services. As of SeptemberZ1L5, there was
no outstanding payable to Digby (2014 - $8,375,3201il, 2012 - nil).

Stikeman Elliott (London) LLP (“Stikeman”), by viré of a director being a partner of the firm ptimduly 1, 2015, is
considered a related party. During the nine mowihged September 30, 2015, the Company has incuogld of
$63,872 (2014 — $109,673) for legal services. ASeftember 30, 2015, there was an outstanding [eey@Btikeman
for $126,925 (2014 — $109,673).

Included in due to related parties for the nine therended September 30, 2015, are consulting fegésexpense
reimbursements due to officers of the Company @2$200 (2014 - $285,512). As of September 30, 205¢e was an
outstanding payable to officers of $156,782 (201¥3;363). The amounts owed are unsecured, duemart and
non-interest bearing.

7. SHARE CAPITAL

a)

Common Shares

The Company is authorized to issue an unlimited bemof common and preferred shares without normangbar
value. The Company has not issued any preferregsha date. The holders of common shares arteehtd one vote
for each share on all matters submitted to a sbéteh vote and are entitled to share in all dividlerthat the
Company'’s board of directors, in its discretiongldees from available funds.

Ref Number Amount
Closing balance December 31, 2013 50,564,603 $7,370,698
Brokered offering - March 24, 2014 0] 16,262,603 1,462,748
Warrants valuation - (1,365,728)
Agent warrants - (59,363)
Agent shares 24,500 2,184
Brokered offering - April 3, 2014 (if) 6,445,250 583,533
Warrants valuation - (550,193)
Agent warrants - (27,867)
Share issue costs (iii) - (242,390)
Closing balance September 30 and December 31, 2014 73,296,956 $7,173,622
Brokered offering - July 31, 2015 (iv) 30,000,000 578,516
Warrants valuation - (300,069)
Agent warrants - (34,252)
Agent shares 1,680,000 32,191
Share issue costs (v) - (83,482)
Closing balance September 30, 2015 104,976,956 $7,366,526




MKANGO RESOURCESLTD.

Notes to the Consolidated Interim Financial Stateise

For the three and nine months ended Septembe026,éhd 2014
(Reported in US dollars unless indicated otherwise)
(Unaudited)

7. SHARE CAPITAL (continued)

(i) On March 24, 2014, the Company issued 16,262,60% ab C$0.10 per unit pursuant to the non-brokered
offering. Each Unit consists of one common sharé ane common share purchase warrant of Mkango. The
C$1,626,260 (US $1,462,748) gross proceeds of trebnokered offering were allocated between common
shares C$94,323 (US$97,026) and warrants C$1,581\98 $1,365,728) based on the fair value of theramts
using the Black-Scholes option pricing model. E#drrant entitles the holder to acquire one Commier&for
C$0.20 until March 24, 2019. The Corporation isstie the Agent 24,500 Units valued at US $2,184 and
880,782 warrants valued at US $59,363. Each whaleant entitles the holder to acquire one commamesfor
C$0.10 until March 24, 2016. The securities issirde a hold period of four months and one day fileendate
of issue.

(i) On April 3, 2014, the Company issued 6,445,250suaitC$0.10 per unit pursuant to the non-brokefésting.
Each Unit consists of one common share and one conshare purchase warrant of Mkango. The C$644,525
(US$583,533) gross proceeds of the non-brokereetingf were allocated between common shares C$36,791
(US$33,340) and warrants C$607,734 (US$550,193as the fair value of the warrants using the Blac
Scholes option pricing model. Each Warrant entittes holder to acquire one Common Share for C$Qrd
April 3, 2019. The Corporation issued 406,770 égerarrants valued at US$27,867. Each whole wasmatitles
the agent to acquire one common share for C$0.10April 3, 2016. The securities issued, have &hgeriod of
four months and one day from the date of issue.

(iii) Share issue costs of US $242,390 were paid fortagehlegal services and regulatory exchange fiéeg.

(iv) On July 31, 2015, the Company issued 30,000,006s wti C$0.025 per unit pursuant to the non-brokered
offering. Each Unit consists of one common shai @e-half common share purchase warrant of Mkanige
C$750,000 (US$578,516) gross proceeds of the nokebed offering were allocated between common share
C$358,500 (US$278,547) and warrants C$391,500 (0&H89) based on the fair value of the warrantsgusie
Black-Scholes option pricing model. Each Warrartities the holder to acquire one Common Share #0.05
until July 31, 2018. The Corporation paid a C$8,90S$2,914) cash finder fee and issued 1,680,0860taunits
valued at C$42,000 (US$32,191) and 1,820,000 agamants valued at US$34,252. Each whole warratitiesn
the agent to acquire one common share for C$0.0bJuty 31, 2016. The securities issued, have ld period
of four months and one day from the date of issue.

(v) Share issue costs of US $83,482 were paid for agehtegal services and regulatory exchange fiteg.
b) Derivative financial instruments

The exercise price of the share purchase warranfixed in Canadian dollars and the functional ency of the
Company is the US dollar. Warrants are consideretérivative, as a variable amount of cash in thengany's
functional currency will be received on exercid¥arrants issued do not include warrants issueddkens and agents
since they fall under the scope of IFRS 2, “shaseh payments”.

Weighted
Exercise Price Average Years Number of

(CDN$) Remaining Warrants Amount
Balance at December 31, 2013 - - 6,560,874 $ 18,115
Warrants expired — March 1 and April 11, 2014 0.35 - (6,560,874) (18,115)
Warrants issued — March 24 and April 3, 2014 0.20 .0 4 22,707,853 1,915,921
Foreign exchange effect - - - (63,081)
Fair value change at December 31, 2014 - - - 8239,
Balance at December 31, 2014 $ 0.20 4.0 22,707,853 $ 1,614,013
Warrants issued — July 31, 2015 0.05 15,000,000 0,089
Foreign exchange effect - - - (49,981)
Fair value change at September 30, 2015 - - - 361A46)
Balance at September 30, 2015 $ 0.14 4.0 37,707,853 $ 428,585

10



MKANGO RESOURCESLTD.

Notes to the Consolidated Interim Financial Stateise

For the three and nine months ended Septembe026,éhd 2014
(Reported in US dollars unless indicated otherwise)
(Unaudited)

7. SHARE CAPITAL (continued)

The fair value of each warrant issued is determiatedach reporting period using the Black-Schokésing model.
The following assumptions were used in arrivinghatfair value estimate for the warrants:

March 24, 2014 April 3, 2014 July 31, 2015 SeptenB0, 2015
() (D) (1 Revaluation
Risk free interest rate 1.69% 1.67% 0.4%% 0.54%
Expected volatility 144% 143% 188% 203%
Share price $0.11 $0.11 $0.03 $0.02
Foreign exchange rate 1.1217 1.1035 1.3p47 1.3394
Remaining life 5.0 5.0 3.( 4.2

c) Share-based payments

The Company has a rolling stock option plan (théatiP established to recognize contributions magekby
personnel, to provide incentive to qualified partte increase their proprietary interest in the Gany and thereby
encourage their continued association with the GompThe number of options granted under the Fdimited to
10% in the aggregate of the number of issued atstamding common shares of the Company at thealdtee grant

of the options.

The share-based payments expense that has begmimetbin the consolidated interim statements ofifp@hensive
loss for the nine months ended September 30, 2@5$440,543 (2014 - $298,602). The correspondimguat has
been recognized in contributed surplus. The opti@ss over a term of 24 months.

The following tables provide a summary of the staifithe Company’s stock option plan:

Weighted Weighted

Average Average

Options Options Options Adjusted Exercise Remaining

Options Cancelled  Forfeited Expired Options Price Options  Contractual

| ssued (1) (2) (3) | Outstanding (CDN$)  Exercisable Life(years)
Balance at December 31, 2012 2,942,500  (850,000) - (112,500) 1,980,000 0.500 1,980,000 5.2
Granted September 25, 2013 2,030,000 (37,500) 0,@R0) (262,500) 1,530,000 0.200 1,530,000 8.0

Granted May 30, 2014 3,000,000 - (100,000) (100,000 2,800,000 0.125 1,400,000 8.6
Balance at September 30, 2015 7,972,500  (887,500)  (300,000)  (475,000) 6,310,000 $0.260 4,910,000 7.4

June 2014 cancelled options:

()

a) 600,000 vested options issued to directors onalgriv, 2011, were cancelled.
b) 50,000 vested options issued to an employee aradaid 7, 2011, were cancelled.
¢) 200,000 vested options related to a resignatssued December 11, 2012, were cancelled.

d) 37,500 vested options related to a resignatisngid on September 25, 2013,
Options Forfeited due to resignations:
a) 112,500 unvested options issued September 25, 2@t8,forfeited in March

@

were cancelled.

2014.

b) 87,500 unvested options issued September 25, 2&48,forfeited in September 2015.
¢) 100,000 unvested options issued on May 20, 201¢k foefeited in September 2015.

d) Options Expired:

11

62,500 options issued to an investor relations 6mdune 16, 2011 expired on June 16, 2014.

50,000 options issued to an employee on June 14, &pired due to a resignation, in September 2015.

262,500 options issued to employees on Septemb@023 expired due to their resignations, in August September 2015.
100,000 options issued to employees on May 30, 28pited due to their resignations, in August aegt&mber 2015.



MKANGO RESOURCESLTD.

Notes to the Consolidated Interim Financial Stateise

For the three and nine months ended Septembe026,éhd 2014
(Reported in US dollars unless indicated otherwise)

(Unaudited)
7. SHARE CAPITAL (continued)
Number of Number of Remaining
options options  Exercise  contractual
Grant date Expiry date outstanding exercisable price life (years)
Granted - January 17, 2011 January 16, 2021 1,000,0 1,700,000 $0.500 5.0
Granted - June 29, 2011 June 28, 2021 280,000 @80,0 $0.550 5.7
Granted - September 25, 2013 September 24, 2023 530,000 1,530,000 $0.200 8.0
Granted - May 30, 2014 May 29, 2024 2,800,000 1,400,000 $0.125 8.6
Balance at September 30, 2015 6,310,000 4,900,00 $0.260 7.4

The fair value of each option granted is estimagdf the grant date using the Black-Scholes ofgitazing model. The
following assumptions were used in arriving at fhg value for the options that were issued durihg years ended
December 31, 2014 and 2013:

May 30, 2014 September 25, 2013
Risk free interest rate 2.24% 2.57%
Expected life 10 years 10 years
Expected volatility 142% 128%
Dividends Nil Nil
Forfeiture rate 5% 5%
Fair value at issuance $0.12 $0.17

FINANCIAL INSTRUMENTS
Determination of fair values

Financial assets and liabilities have been claskifito categories that determine their basis aisneement and for items
measured at fair value, whether changes in faiuevare recognized in the statement of compreheries& Those
categories are fair value through profit or lossins and receivables; and, for most liabilitieeeofinancial liabilities.

In establishing fair value, the Company used avaiue hierarchy based on levels defined below:
e Level 1 - quoted prices in active markets for idaitassets or liabilities;

e Level 2 - inputs other than quoted prices incluthedevel 1 that are observable for the asset bilitg, either directly
or indirectly; and

e Level 3 - inputs for the asset or liability thaearot based on observable market data.

Cash and cash equivalents and restricted cashemsumed at level 1; warrant derivative financiatinments are measured
at level 2.

The carrying value of accounts receivable, accopaysble and accrued liabilities and due to relataties approximates
the fair value due to their short-term nature aratumity. Warrants with an exercise price in a cocgeother than the
functional currency are to be recorded as a dévivdinbility and carried at fair value, see Notg)7

Financial risk management

The Company’s management monitors and managesndmecial risks relating to the operations of therpany. These
include foreign currency, interest rate, liquidityd credit risks.

Foreign currency raterisk

The functional and reporting currency of the Compenthe United States dollar. The Company ent&ie ransactions
denominated in the Canadian Dollar, the UnitedeStdbpllar, and the local currency in Malawi (Kwachehe Company
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8. FINANCIAL INSTRUMENTS (CONTINUED)

raises its equity in the Canadian dollar and tharctases United States dollar and Malawi Kwachalsuto settle
liabilities, as required. As at September 30, 2848 2014, the following cash balances were helthyCompany:

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 ddhatomparison to the United States dollar will @@an approximately
$110,000 effect on the Company’s cash balance.

Interest raterisk

The Company’s exposure to interest rate risk relarémarily to its cash and cash equivalents akbarHowever, the
interest rate risk is expected to be minimal. Tenpany does not presently hedge against inteagsthrovements.

Liquidity risk
Liquidity risk includes the risk that, as a resfithe Company’s operational liquidity requirements
a) The Company will not have sufficient funds to setiltransaction on the due date;
b) The Company will be forced to sell financial asssta value which is less than the fair value; or

c) The Company may be unable to settle or recovenanéial asset at all. The Company’s operating cash
requirements including amounts projected to corsplet Company’s existing capital expenditure progase
continuously monitored and adjusted as input végmbhange. As these variables change, liquidsisrmay
necessitate the Company to conduct equity issuebtain project debt financing.

The Company manages its liquidity risk by maintagnadequate cash and cash equivalents. The Conpatyively
seeking additional funding to improve its expostodiquidity risk. The Company continually monitoits actual and
forecast cash flows to ensure that there are atieqaaerves to meet the maturing profiles of itsricial assets and
liabilities.

The following table outlines the maturities of Bempany’s liabilities:

Contractual Cash Flows Less than 1 Year
Accounts payable and accrued liabilities $ 94,108 $ 94,108
Due to related parties $ 333,433 $ 433,

Credit risk

The Company’s principal financial assets are caghaash equivalents. The credit risk on cash asth equivalents is
limited because the majority are deposited withkisawith high credit ratings assigned by internagioaredit-rating
agencies. Accounts receivable consists of GST i@tedest on investments with a credible financiatitation.
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9.

10.

11.

COMMITMENTS

The Company was granted the Phalombe Licence éoBtngwe property on January 21, 2010. The liceaseissued by
the Malawi Government on a three-year basis, agiinand on January 20, 2015 was renewed for aitiadal two

years. The future spending commitments for the argtibn rights with the Government of Malawi are0X#0,000
Kwacha (foreign exchange rate MWK557):

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

On September 10, 2010, the Company was grantediditiomal exploration licence by the Malawi Ministef Natural
Resources, Energy and Environment in respect afea of 468 km2 in Thambani, Mwanza District, Mdlalihe license
was issued by the Malawi Government on a three-paais, originally, and was renewed on SeptembeQ05, for an
additional two years when the company requesteztiaction in the license area to the current 136.8ms. The future
spending commitments for exploration expenses thithGovernment of Malawi were renegotiated from,260,000 to
25,000,000 Kwacha (foreign exchange rate MWK557):

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

The Company is continuing to meet the terms andlitions of its two exploration licenses and progidgpdates to
Malawi’'s Ministry of Mining on a regular basis redang progress of its work programs.

CAPITAL MANAGEMENT

The Company’s total deficit for the nine months eh&eptember 30, 2015 is ($471,413). The operatibttee Company
for the next 12 months will be partially funded &ynon-brokered private placement (“Financing”), ethtlosed in two
tranches on July 31, 2015 (Note 7) and Octobe2@05 (Note 11) and by future equity placements.

The Company'’s objective when managing its capitabihave sufficient capital to maintain its ongpoperations, pursue
its strategic opportunities and maintain a flexibdgital structure which optimizes the cost of tat an acceptable risk.
The Company manages its capital structure and nadjestments to it based on the funds availabtéécCompany. The
Company does not presently utilize any quantitativeasures to monitor its capital. The Company hasxternally
imposed capital requirements.

SUBSEQUENT EVENT

On October 20, 2015, the Company closed the setmmthe of its non-brokered private placement (tRevate
Placement”), which was announced in its press selemted July 6, 2015. The Company issued 15,00048its (the
“Units”) at a price of C$0.025 per Unit for gros®peeds of C$375,000.

Each Unit consisted of one common share of the @atjpn (a "Common Share") and one half of a ComiBbare
purchase warrant (a "Warrant"). Each whole Wareamitles the holder to acquire one Common Shaeepaice of C$0.05
for a period of 3 years following the closing dafehe Private Placement.

The Corporation paid cash finders' fees totalliRLZ500 and issued 280,000 Units and 1,120,00@fdvarrants in
connection with the Private Placement. Each firelemrrant entitles the holder to acquire one Com®ioare for C$0.05
until October 19, 2016.
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