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Alderon Iron Ore Corp.
Condensed Interim Consolidated Statements of Financial Position

(in Canadian dollars)
(Unaudited)

ASSETS

Current assets

Cash and cash equivalents (note 17)
Short-term investments (note 17)
Receivables

Prepaid expenses

Total current assets

Non-current assets

Mineral properties (note 3)

Property, plant and equipment (note 4)
Total non-current assets

Total assets

LIABILITIES

Current liabilities

Payables and accrued liabilities (note 5)
Due to related parties (note 9)

Loan facility (note 7)

Lease liability (note 8)

Non-current liabilities
Lease liability (note 8)
Total liabilities

EQUITY

Share capital (note 11)

Other capital (notes 10, 12 and 13)

Deficit

Equity attributable to owners of the parent
Non-controlling interest

Total equity

Total liabilities and equity

Nature of operations and going concern (note 1)
Commitments and contingencies (note 19)
Subsequent events (note 20)

As of As of
June 30, December 31,
2019 2018
$ $

3,152,236 6,033,848
1,014,765 1,001,249
32,566 25,151
78,818 46,959
4,278,385 7,107,207
99,229,048 99,053,952
16,279,182 16,164,434
115,508,230 115,218,386
119,786,615 122,325,593
9,110,631 9,415,382
316,177 402,661
17,560,628 17,594,412
51,410 -
27,038,846 27,412,455
66,512 -
27,105,358 27,412,455
266,296,314 266,251,666
27,344,482 27,228,541
(212,461,532) (209,922,260)
81,179,264 83,557,947
11,501,993 11,355,191
92,681,257 94,913,138
119,786,615 122,325,593

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

Approved by the Board of Directors

“Adrian Loader”
Adrian Loader
Director

“David Porter”




Alderon Iron Ore Corp.
Condensed Interim Consolidated Statements of Changes in Equity
For the six month periods ended June 30, 2019 and 2018

(in Canadian dollars, except share data)

(Unaudited)
Attributable to owners of the parent
Non-
Common controlling
shares Share capital Other capital Deficit interest Total
(number) $ $ $ $ $
Balance - January 1, 2018 132,638,517 264,486,581 26,125,059  (204,859,976) 12,864,109 98,615,773
Issuance of common shares (note 11) 833,333 241,666 - - - 241,666
Share issue costs (note 11) - (6,378) - - - (6,378)
Share-based compensation costs — stock options (note 12) 738,858 - - 738,858
Share-based compensation costs — deferred share units (note 10) 43,843 - - 43,843
Net loss and comprehensive loss - - - (1,736,061) (759,253) (2,495,314)
Total contributions by and distributions to owners 833,333 235,288 782,701 (1,736,061) (759,253) (1,477,325)
Balance — June 30, 2018 133,471,850 264,721,869 26,907,760  (206,596,037) 12,104,856 97,138,448
Attributable to owners of the parent
Non-
Common controlling
shares Share capital Other capital Deficit interest Total
(number) $ $ $ $ $
Balance - January 1, 2019 138,282,880 266,251,666 27,228,541 (209,922,260) 11,355,191 94,913,138
Issuance of common shares — stock options exercised (notes 11
and 12) 120,916 47,581 (47,581) - - -
Share issue costs (note 11) - (2,933) - - - (2,933)
Share-based compensation costs — stock options (note 12) - 32,228 - - 32,228
Share-based compensation costs — deferred share units (note 10) 131,294 - - 131,294
Net loss and comprehensive loss - - - (2,539,272) 146,802 (2,392,470)
Total contributions by and distributions to owners 120,916 44,648 115,941 (2,539,272) 146,802 (2,231,881)
Balance — June 30, 2019 138,403,796 266,296,314 27,344,482  (212,461,532) 11,501,993 92,681,257

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



Alderon Iron Ore Corp.
Condensed Interim Consolidated Statements of Comprehensive Loss
For the three and six month periods ended June 30, 2019 and 2018

(in Canadian dollars, except share and per share data)

(Unaudited)
Three month periods ended Six month periods ended
June 30, June 30,
2019 2018 2019 2018
$ $ $ $
Operating expenses (note 14)
General and administrative expenses 551,235 820,562 1,211,106 2,120,262
Project maintenance expenses 193,054 411,133 389,442 596,665
Government and community relations expenses 15,531 76,351 53,819 150,924
Foreign exchange loss (gain) (455,311) 108,493 (871,117) 245,285
304,509 1,416,539 783,250 3,113,136

Loss from operations (304,509) (1,416,539) (783,250) (3,113,136)
Gain on modification of convertible debt (note 6) - 1,929,743 - 1,929,743
Finance income 14,406 44,794 33,238 77,746
Finance costs (notes 6, 7, and 8) (836,377) (641,608) (1,642,458) (1,389,667)
Net finance income (costs) (821,971) 1,332,929 (1,609,220) 617,822
Net loss and comprehensive loss (1,126,480) (83,610) (2,392,470) (2,495,314)
Attributable to:
Owners of the parent (1,195,257) 50,577 (2,539,272) (1,736,061)
Non-controlling interest 68,777 (134,187) 146,802 (759,253)

(1,126,480) (83,610) (2,392,470) (2,495,314)
Earnings (loss) per share (note 16)
Basic and diluted (0.01) 0.00 (0.02) (0.01)
Weighted average number of shares outstanding
Basic 138,403,796 133,471,850 138,374,986 133,260,064
Diluted 138,403,796 138,502,575 138,374,986 133,260,064

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



Alderon Iron Ore Corp.

Condensed Interim Consolidated Statements of Cash Flows

For the three and six month periods ended June 30, 2019 and 2018

(in Canadian dollars)
(Unaudited)

Cash flows from operating activities
Net loss
Adjustments for:
Gain on modification of convertible debt (note 6)
Share-based compensation costs (notes 10 and 12)
Unrealized foreign exchange gain (note 7)
Revised fair value of common shares issued (note 11)
Depreciation (note 4)
Finance income
Finance costs (notes 6, 7, and 8)
Changes in operating assets and liabilities (note 15)
Interest received
Net cash used in operating activities

Cash flows from investing activities
Additions to mineral properties (note 3)
Purchase of equipment (note 4)
Increase in short-term investments
Net cash used in investing activities

Cash flows from financing activities
Interest paid on loan facility (note 7)
Interest paid on lease liability (note 8)
Interest paid on convertible debt (note 6)
Principal paid on lease liability (note 8)
Principal paid on convertible debt (note 6)
Share issue costs (note 11)

Transaction costs (note 6)

Net cash used in financing activities

Net change in cash and cash equivalents

Cash and cash equivalents at the beginning of the period

Cash and cash equivalents at the end of the period

Supplemental disclosure with respect to cash flow information (note 15)

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

Three month periods ended

Six month periods ended

June 30, June 30,
2019 2018 2019 2018
$ $ $ $
(1,126,480) (83,610) (2,392,470) (2,495,314)
- (1,929,743) - (1,929,743)
40,082 40,099 163,522 782,701
(371,389) (729,937) -
- - 41,666
13,550 251 27,099 335
(14,406) (44,794) (33,238) (77,746)
836,377 641,608 1,642,458 1,389,667
(256,054) 292,795 (436,076) 398,082
10,004 40,721 38,805 82,290
(868,316) (1,042,673) (1,719,837) (1,808,062)
(175,096) (175,096)
(3,019) - (3,019
- (13,516) (10,698)
(3,019 (188,612) (188,813)
(474,261) (940,230)
(2,895) - (6,075)
- (887,030) - (887,030)
(12,105) - (23,925) -
(6,232,304) - (6,232,304)
- (2,933) -
(30,000) (30,000)
(489,261) (7,149,334) (973,163) (7,149,334
(1,357,577) (8,195,026) (2,881,612) (9,146,209)
4,509,813 13,888,952 6,033,848 14,840,135
3,152,236 5,693,926 3,152,236 5,693,926




Alderon Iron Ore Corp.
Notes to the Condensed Interim Consolidated Financial Statements
June 30, 2019

(amounts in Canadian dollars, except where noted)
(Unaudited)

1

Nature of operations and going concern
Nature of operations

Alderon Iron Ore Corp. (“Alderon” or the “Company”) is a development-stage company conducting iron ore evaluation activities
related entirely to its Canadian properties located in western Labrador in the province of Newfoundland and Labrador. Those
properties are collectively referred to as the Kamistiatusset, or “Kami”, Property. All activities associated with the Kami Property
are referred to as the Kami Project. The Company transferred the Kami Property into The Kami Mine Limited Partnership (“The
Kami LP"), an entity in which the Company holds a 75% interest, during the year ended December 31, 2013.

Going concern

The accompanying condensed interim consolidated financial statements were prepared on a going concern basis, which
contemplates the realization of assets and settlement of liabilities in the normal course of business as they become due.

The application of the going concern concept is dependent upon the Company’s ability to satisfy its liabilities as they become
due and to obtain the necessary financing to complete the development of its mineral property interests, the attainment of
profitable mining operations or the receipt of proceeds from the disposition of its mineral property interests. In assessing
whether the going concern assumption is appropriate, management takes into account all available information about the
future, which is at least, but not limited to, twelve months from the end of the reporting period.

The business of exploration, development and mining of minerals involves a high degree of risk and there can be no assurance
that current exploration, development and mining plans will result in profitable mining operations. The recoverability of the
carrying value of assets and the Company's continued existence is dependent upon the preservation of its interests in the
underlying properties, the development of economically recoverable resources, the achievement of profitable operations and
the ability of the Company to raise additional financing. Changes in future conditions or anticipated future conditions could
require further material write-downs to the carrying values of the Company’s assets.

To date, the Company has not recorded any revenues from operations, has no source of operating cash flow and no assurance
that additional funding will be available to it for further development of the Kami Project. The Company does not have financial
resources sufficient to cover all of its commitments for the coming year, which include amounts payable and accrued liabilities
as at June 30, 2019, necessary general and administrative costs through the next twelve months, interest payments on
outstanding debt, and contractual obligations in relation to anticipated equipment payments.

Pursuant to a credit agreement with Sprott Private Resource Lending (Collector), LP (“Sprott”) with respect to a loan facility
(the “Loan Facility”) in the amount of US$14,000,000, the principal balance becomes due on December 31, 2019. Any failure
to meet any of the payment obligations under the Loan Facility, or otherwise adhere to the covenants therein or fulfill the other
obligations thereunder, may trigger an event of default and a demand for full immediate repayment of all amounts outstanding
under the Loan Facility. In particular, unless the Company completes additional financing and/or an amendment to the Loan
Facility, the Company anticipates being unable to meet the consolidated working capital covenant during the fourth quarter of
the year ending December 31, 2019 which would result in a default event. Should a default event occur, amounts under the
Loan Facility may become due immediately. If the Company is unable to repay all amounts outstanding under the Loan Facility,
Sprott may realize on its security and the Company could lose its interest in the Kami Project. The Company does not currently
have sufficient funds to repay all amounts outstanding with respect to the Loan Facility and it continues to work to identify
additional sources of financing to satisfy such obligations.



Alderon Iron Ore Corp.
Notes to the Condensed Interim Consolidated Financial Statements
June 30, 2019

(amounts in Canadian dollars, except where noted)
(Unaudited)

1

Nature of operations and going concern (continued)

The Company currently does not have sufficient financial resources to cover all of its originally planned commitments and as
a result, it has split its purchase orders for equipment into two phases, engineering and manufacturing. Advances for
engineering have been paid in full while commitments for manufacturing and fabrication remain contingent upon the Company
issuing to its suppliers a notice to proceed following successful completion of its financing plan (note 19).

The Company is seeking to arrange the necessary funds in order to satisfy its obligations and commitments. Specifically, the
Company continues to advance all of the elements of its financing plan based on a combination of a senior debt facility, other
debt options, equipment financing and equity. There can be no assurance that implementation of the results of the re-scoping
process and completion of the financing plan will be successful. These conditions and events indicate material uncertainties
that may cast significant doubt upon the Company's ability to continue as a going concern.

If management is unable to obtain new funding, comply with the terms of the credit agreement with Sprott and/or delay the
payment of certain of its amounts payable, the Company may be unable to continue its operations, and amounts realized for
assets might be less than amounts reflected in these condensed interim consolidated financial statements. If the going concern
assumption was not appropriate, adjustments to the carrying value of assets and liabilities, reported expenses and consolidated
statement of financial position classifications would be necessary. Such adjustments could be material.

Significant accounting policies and critical accounting estimates and judgments
Basis of preparation

The accompanying condensed interim consolidated financial statements of the Company and its subsidiaries have been
prepared in accordance with International Financial Reporting Standards (“IFRS”"), as issued by the International Accounting
Standards Board (“IASB”), applicable to the preparation of interim financial statements, including International Accounting
Standard (“IAS") 34, Interim Financial Reporting (“IAS 34"), and should be read in conjunction with the Company’s annual
consolidated financial statements for the year ended December 31, 2018.

The policies applied in these condensed interim consolidated financial statements are based on IFRS issued and effective as
of June 30, 2019. These condensed interim consolidated financial statements were approved by the Company's Board of
Directors on August 7, 2019.

Significant accounting policies

The accounting policies disclosed in the notes to the annual consolidated financial statements of the Company for the year
ended December 31, 2018 have been applied consistently to all periods presented in these condensed interim consolidated
financial statements, except as outlined below.

Leases

Effective January 1, 2019, the Company adopted IFRS 16, Leases (“IFRS 16"), which the IASB issued in January 2016. IFRS
16 replaces 1AS 17, Leases ("IAS 17") and its associated interpretative guidance. IFRS 16 introduces a single lessee
accounting model and requires a lessee to recognize assets and liabilities for all leases but can elect to exclude those with a
term of less than 12 months, or those where the underlying asset is of low value. A lessee is required to recognize a right of
use asset representing its right to use the underlying asset and a lease liability representing its obligation to make lease
payments. IFRS 16 substantially carries forward the lessor accounting requirements of IAS 17, while requiring enhanced
disclosures to be provided by lessors. Other areas of the lease accounting model have also been impacted, including the
definition of a lease. Transitional provisions have been provided.

7



Alderon Iron Ore Corp.
Notes to the Condensed Interim Consolidated Financial Statements
June 30, 2019

(amounts in Canadian dollars, except where noted)
(Unaudited)

2

Significant accounting policies and critical accounting estimates and judgments (continued)
The Company's accounting policy under IFRS 16 is as follows:

At the inception of a contract, the Company assesses whether a contract is, or contains, a lease based on whether the contract
conveys the right to control the use of an identified asset for a period of time in exchange for consideration.

The Company recognizes a right of use asset and a lease liability at the lease commencement date. The right of use asset is
initially measured based on the initial amount of the lease liability adjusted for any lease payments made at or before the
commencement date, plus any initial direct costs incurred and an estimate of costs to dismantle and remove the underlying
asset or to restore the underlying asset of the site on which it is located, less any lease incentives received. The assets are
depreciated to the earlier of the end of the useful life of the right of use asset or the lease term using the straight line method
as this most closely reflects the expected pattern consumption of the future economic benefits. The lease term includes periods
covered by an option to extend if the Company is reasonably certain to exercise that option. In addition, the right of use asset
is periodically reduced by impairment losses, if any, and adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement date,
discounted using the interest rate implicit in the lease or, if that cannot be readily determined, the Company's incremental
borrowing rate. The incremental borrowing rate is a function of the Company’s incremental borrowing rate, the nature of the
underlying asset, the location of the asset and the length of the lease. Generally, the Company uses its incremental borrowing
rate as the discount rate.

The lease liability is measured at amortized cost using the effective interest method. It is remeasured when there is a change
in the future lease payments arising from a change in an index or rate, if there is a change in the Company's estimate of the
amount expected to be payable under a residual value guarantee, or if the Company changes its assessment of whether it will
exercise a purchase, extension or termination option.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount of the right of
use asset, or is recorded in profit or loss if the carrying amount of the right of use asset has been reduced to zero.

The Company has elected to apply the practical expedient not to recognize right of use assets and lease liabilities for short-
term leases that have a lease term of 12 months or less and leases of low-value assets. The lease payments associated with
these leases are recognized as expenses on a straight line basis over the lease term.

Effective January 1, 2019, the Company adopted IFRS 16 retrospectively, with the cumulative effect of initially applying the
standard as an adjustment to retained earnings and no restatement of comparative information. As the Company elected to
measure its right of use asset at an amount equal to the associated lease liability, the adjustment to retained earnings was
$nil. Upon adoption of IFRS 16, the Company recognized an additional right of use asset and lease liability related to
commercial real estate in the amount of $141,847 (notes 4 and 8).

As reported as of Restated balance as of
December 31, 2018 Adjustments January 1, 2019
$ $ $
Property, plant and equipment 16,164,434 141,847 16,306,281
Lease liability (including current portion) - (141,847) (141,847)
16,164,434 - 16,164,434




Alderon Iron Ore Corp.
Notes to the Condensed Interim Consolidated Financial Statements
June 30, 2019

(amounts in Canadian dollars, except where noted)
(Unaudited)

2

Significant accounting policies and critical accounting estimates and judgments (continued)

When measuring its lease liability, the Company discounted lease payments using its incremental borrowing rate of 10% as of
January 1, 2019.

The Company has elected to apply the following practical expedients:

e The Company has elected to account for leases which the lease term ends within 12 months of the date of initial application
as short-term leases.

e The Company will apply the exemption for low value items. These low value items continue to be classified as a lease
expense.

The following table reconciles the Company’s operating lease obligations as of December 31, 2018, as previously disclosed in
the Company’s audited annual consolidated financial statements, to the lease obligation recognized on initial application of
IFRS 16 as of January 1, 2019:

$
Operating lease commitments as of December 31, 2018 166,300
Discounted using the incremental borrowing rate as of January 1, 2019 (18,153)
Recognition exemption for short-term leases (6,300)
Lease obligations recognized as of January 1, 2019 141,847

Critical accounting estimates and judgments

The preparation of the Company’s condensed interim consolidated financial statements in accordance with IAS 34 requires
management to make estimates about and apply assumptions to future events and other matters that affect the reported
amounts of the Company’s assets, liabilities, expenses and related disclosures. Assumptions and estimates are based on
historical experience, expectations, current trends and other factors that management believes to be relevant at the time at
which the Company’s condensed interim consolidated financial statements are prepared. Management reviews, on a regular
basis, the Company’s accounting policies, assumptions and estimates in order to ensure that the condensed interim
consolidated financial statements are presented fairly and in accordance with IAS 34.

Critical accounting estimates are those that have a significant risk of causing material adjustment and are often applied to
matters or outcomes that are inherently uncertain and subject to change. As such, management cautions that future events
often vary from forecasts and expectations and that estimates routinely require adjustment. The significant judgments made
by the Company in applying accounting policies and the key sources of estimation uncertainty were the same as those that
applied to the annual consolidated financial statements of the Company for the year ended December 31, 2018.



Alderon Iron Ore Corp.
Notes to the Condensed Interim Consolidated Financial Statements
June 30, 2019

(amounts in Canadian dollars, except where noted)
(Unaudited)

3 Mineral properties

The Company has ceased to incur development costs eligible for capitalization while it focuses on the advancement of its
financing plan rather than the development of the Kami Project. Accordingly, most of the costs incurred with respect to the
Kami Project have been recorded as project maintenance expenses in the Company's operating expenses for the periods
presented.

Components of the Company’s mineral properties, as well as activity associated therewith, are summarized below.

Share-based

compensation
Acquisition Development costs Interest Depreciation Accumulated
costs costs capitalized capitalized capitalized impairment Total
$ $ $ $ $ $ $
Balance - January 1, 2018 88,668,710 86,387,298 495,423 1,694,823 48,986 (78,416,384) 98,878,856
Additions during the year 175,096 - - - 175,096
Balance — December 31, 2018 88,668,710 86,562,394 495,423 1,694,823 48,986 (78,416,384) 99,053,952
Additions during the period 175,096 - - - 175,096
Balance - June 30, 2019 88,668,710 86,737,490 495,423 1,694,823 48,986 (78,416,384) 99,229,048

During the six month period ended June 30, 2019, cash expenditures totaled $175,096 (2018 - $175,096). During the three
month periods ended June 30, 2019 and 2018, the Company incurred no cash expenditures with respect to mineral properties.

Property, plant and equipment

Components of the Company’s property, plant and equipment, as well as activity associated therewith, are summarized below.
Construction in progress relates to advances paid or accrued on equipment.

Computer and Right of use
office (commercial Construction in
equipment real estate) progress Total
$ $ $ $
Historical cost - January 1, 2018 - 28,906,099 28,906,099
Additions 3,019 41,110 44,129
Historical cost — December 31, 2018 3,019 - 28,947,209 28,950,228
Initial recognition of IFRS 16 (note 2) - 141,847 - 141,847
Historical cost - June 30, 2019 3,019 141,847 28,947,209 29,092,075
Accumulated depreciation and impairment — January 1, 2018 - (12,784,955)  (12,784,955)
Depreciation (839) - (839)
Accumulated depreciation and impairment — December 31, 2018 (839) - (12,784,955)  (12,785,794)
Depreciation (503) (26,596) - (27,099)
Accumulated depreciation and impairment — June 30, 2019 (1,342) (26,596) (12,784,955)  (12,812,893)
Carrying value — December 31, 2018 2,180 - 16,162,254 16,164,434
Carrying value — June 30, 2019 1,677 115,251 16,162,254 16,279,182
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Alderon Iron Ore Corp.
Notes to the Condensed Interim Consolidated Financial Statements
June 30, 2019

(amounts in Canadian dollars, except where noted)
(Unaudited)

4

Property, plant and equipment (continued)

During the six month period ended June 30, 2019, the Company recorded depreciation in the amount of $27,099 (2018 - $335)
of which $26,596 (2018 - $nil) relates to the right of use asset and is included within project maintenance expenses and $503
(2018 - $335) relates to other equipment and is included within general and administrative expenses in the condensed interim
consolidated statements of comprehensive loss.

During the three month period ended June 30, 2019, the Company recorded depreciation in the amount of $13,550 (2018 -
$251) of which $13,298 (2018 - $nil) relates to the right of use asset and is included within project maintenance expenses and
$252 (2018 - $251) relates to other equipment and is included within general and administrative expenses in the condensed
interim consolidated statements of comprehensive loss.

Payables and accrued liabilities

As of June 30, As of December 31,
2019 2018

$ $
Accrued payable on purchases of equipment 5,134,746 5,348,579
Accrued development and project maintenance costs 3,453,457 3,450,067
Other accrued liabilities 374,040 373,148
Trade accounts payable 105,211 126,238
Accrued legal and professional expenses 33,000 113,904
Accrued salaries and benefits 10,177 3,446

9,110,631 9,415,382

Convertible debt

On February 24, 2014, Liberty Metals & Mining Holdings, LLC (“Liberty”) provided a loan to The Kami LP (the “Note") in the
amount of $22,000,000. The Note was secured with a mortgage over the Kami Project, accrued interest at a rate of 8% per
annum, convertible at Liberty’s option into the Company’s common shares, and had a maturity date of December 31, 2018.
On December 8, 2014, the Company and Liberty amended the Note (the “Amended Note”) which deferred interest payments
totalling and increased the principal balance by $1,795,198.

During the year ended December 31, 2018, the Company extinguished the Amended Note pursuant to a forbearance
agreement and the mortgage over the Kami Project was discharged.

Prior to the extinguishment of the Amended Note, during the six month period ended June 30, 2018, the Company accrued
and paid interest in the amount of $887,030 and recorded accretion expense in the amount of $502,637. During the three
month period ended June 30, 2018, the Company accrued interest in the amount of $412,982, paid interest in the amount of
$887,030, and recorded accretion expense in the amount of $228,626. Interest and accretion expenses related to the Amended
Note have been recorded as finance costs in the condensed interim consolidated statements of comprehensive loss.

As a result of executing the forbearance agreement, during the three and six month periods ended June 30, 2018, the Company

made a partial principal payment in the amount of $6,232,304, incurred transaction costs in the amount of $30,000 and recorded
a gain on modification in the amount of $1,929,743.

11



Alderon Iron Ore Corp.
Notes to the Condensed Interim Consolidated Financial Statements
June 30, 2019

(amounts in Canadian dollars, except where noted)
(Unaudited)

7

Loan facility

On June 20, 2018, The Kami LP, together with Alderon as guarantor, and Sprott executed a credit agreement with respect to
a non-revolving loan facility in the amount of US$14,000,000 for the purpose of extinguishing the Amended Note and
reimbursing The Kami LP for amounts paid to Liberty prior to closing the Loan Facility (note 6). The Loan Facility is secured
with a mortgage over the Kami Project and accrues interest at a rate of 10% per annum, payable monthly. The Loan Facility
requires the Company and The Kami LP to maintain certain consolidated working capital requirements. The maturity date of
the Loan Facility is December 31, 2019 which may be extended to June 30, 2020 if certain conditions are met, including the
issuance of common shares of the Company for additional consideration of US$350,000. The Loan Facility is non-revolving,
and any repayment under the Loan Facility cannot be reborrowed. The Kami LP may repay the outstanding balance of the
Loan Facility, in whole or in part, at any time before maturity, provided that the equivalent of not less than US$1,400,000 of
interest is paid on the Loan Facility.

Altius Minerals Corporation (“Altius”), through a wholly-owned subsidiary, participated in the Loan Facility by providing
US$2,000,000 of the principal amount of the Loan Facility. Altius is a significant shareholder of the Company (note 9).

Changes in the balance of the Loan Facility for the six month period ended June 30, 2019 and the year ended December 31,
2018 are summarized below.

$
Balance - January 1, 2018 -
Proceeds received 18,375,000
Transaction costs (2,047,643)
Accretion 602,168
Cumulative foreign exchange translation 664,887
Balance — December 31, 2018 17,594,412
Accretion 696,153
Cumulative foreign exchange translation (729,937)
Balance — June 30, 2019 17,560,628

During the three and six month periods ended June 30, 2019, the Company paid interest in the amounts of $474,261 and
$940,230, respectively, recorded accretion expense in the amounts of $359,221 and $696,153, respectively, and recorded a
cumulative foreign exchange gain on revaluation of the Loan Facility in the amounts of $371,389 and $729,937, respectively.
Interest and accretion expenses related to the Loan Facility have been recorded as finance costs in the condensed interim
consolidated statements of comprehensive loss.

Any failure to meet any of the payment obligations under the Loan Facility, or otherwise adhere to the covenants therein or
fulfill the other obligations thereunder, may trigger an event of default and a demand for full immediate repayment of all amounts
outstanding under the Loan Facility. The Company does not currently have sufficient funds to repay all amounts outstanding
with respect to the Loan Facility and it continues to work to identify additional sources of financing to satisfy such obligations
(note 1).

12



Alderon Iron Ore Corp.
Notes to the Condensed Interim Consolidated Financial Statements
June 30, 2019

(amounts in Canadian dollars, except where noted)
(Unaudited)

8

Lease liability

Changes in the balance of the lease liability for the six month period ended June 30, 2019 are summarized below.

$
Balance - January 1, 2019 (note 2) 141,847
Interest expense 6,075
Lease payments (30,000)
Balance - June 30, 2019 117,922
Current lease liability (less than 1 year) 51,410
Non-current lease liability (between 1 and 5 years) 66,512

During the three and six month periods ended June 30, 2019, the Company paid interest in the amounts of $2,895 and $6,075,
respectively, and paid principal in the amounts of $12,105 and $23,925, respectively. Interest payments have been recorded
as finance costs in the condensed interim consolidated statements of comprehensive loss.

During the three and six month periods ended June 30, 2019, the Company subleased its commercial real estate right of use
asset and recorded a recovery of costs in the amounts of $3,000 and $6,000, respectively, which was recorded within project
maintenance expenses in the condensed interim consolidated statements of comprehensive loss.

During the three and six month periods ended June 30, 2019, the Company applied exemptions permitted by IFRS 16 to
recognize a lease expense on a straight line basis for a short-term lease in the amounts of $6,552 and $12,852, respectively.
The lease expense was recorded within general and administrative expenses in the condensed interim consolidated
statements of comprehensive loss.

As of June 30, 2019, the Company has short-term lease commitments in the amount of $6,552 which it will expense on a
straight line basis under permitted exemptions applied in accordance with IFRS 16.

Related party disclosures

Related parties and related party transactions impacting the condensed interim consolidated financial statements are
summarized below and include transactions with the following individuals or entities:

Key management personnel

Key management personnel include those persons having authority and responsibility for planning, directing and controlling
the activities of the Company as a whole. The Company has determined that key management personnel consists of executive
and non-executive members of the Company’s Board of Directors, corporate officers, including the Company’s Chief Executive
Officer and Chief Financial Officer, as well as any Vice Presidents reporting directly to a Corporate Executive Board member
or officer, acting in that capacity.
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Related party disclosures (continued)

Remuneration attributed to key management personnel are summarized below.

Three month periods ended Six month periods ended
June 30, June 30,
2019 2018 2019 2018

$ $ $ $
Short-term benefits* 266,585 288,110 607,029 544,237
Share-based and deferred share unit
compensation (notes 10 and 12) 40,082 40,099 163,522 610,672

306,667 328,209 770,551 1,154,909

* include base salaries, pursuant to contractual employment or consultancy arrangements, directors’ fees and other non-post-retirement benefits.

Other related parties

Altius: Altius is a significant shareholder of the Company and participated in the Loan Facility by providing one-seventh of the
principal amount (note 7). In accordance with the Loan Facility, the Company pays one-seventh of interest accrued on the
Loan Facility to Altius. Altius received 687,290 common shares of the Company on closing of the Loan Facility (note 11).

GN Consulting Services Inc. (“GN Consulting™: GN Consulting is an entity that is owned by the Executive Vice President of
Government & Community Affairs of the Company and provides consulting services to the Company.

HBIS International Holding (Canada) Co., Ltd (*HBIS"): HBIS is a subsidiary of HBIS Group Co., Ltd. (“HBIS Group”), a
significant shareholder of the Company and a 25% owner of The Kami LP. HBIS has nominated two individuals who act as
officers of Kami GP and provide services to the Company.

King & Bay West Management Corp. (“King & Bay”): King & Bay is an entity that is owned by the Non-Executive Chairman of
the Company’s Board of Directors. King & Bay provides certain administrative, management, legal and regulatory, accounting,
corporate development, information technology support and corporate communications services to the Company.

Liberty: Liberty was a significant shareholder of the Company. During the years ended December 31, 2014 and 2013, Liberty
provided the Company with financing. The Company paid interest related to the Amended Note (note 6). Liberty is no longer
a shareholder of the Company.
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9  Related party disclosures (continued)

Transactions entered into with related parties, other than key management personnel and not otherwise disclosed, are
summarized below.

Three month periods ended Six month periods ended
June 30, June 30,
2019 2018 2019 2018
$ $ $ $
King & Bay 78,310 161,964 186,920 311,713
HBIS 80,004 80,004 160,008 160,008
158,314 241,968 346,928 471,721

Amounts owed to related parties, not otherwise disclosed, are summarized below.

As of June 30, As of December 31,
2019 2018
$ $
HBIS 256,680 256,680
King & Bay 57,191 50,527
GN Consulting 2,306 -
Accrued short-term benefits - 95,454
316,177 402,661

The amounts payable to related parties are non-interest bearing, unsecured, and have no fixed terms for payment.
10 Deferred share units (“DSUS”)

The Company has in place a deferred share unit plan (the “DSU Plan”) whereby directors are issued DSUs, which vest
immediately and are equivalent in value to a common share upon issuance of the Company. Under the DSU Plan, directors
have the option to convert 25, 50, 75 or 100 percent of their annual director fees into DSUs. The director fees are converted
into DSUs on a quarterly basis by dividing the appropriate percentage of director fees by the five-day volume weighted average
price per share at which the common shares traded on the TSX immediately prior to the grant date. In accordance with the
terms of the DSU Plan, DSUs can only be redeemed following departure from the Company, the settlement of which is to be
settled by the payment of cash, the issuance of common shares from treasury, or a combination of both, as determined by the
Board of Directors. On the basis that it is the Company’s option and intent to settle any future DSU redemptions by the issuance
of common shares from treasury, the DSU Plan is considered an equity-settled award plan.
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11

Deferred share units (“DSUs”) (continued)

A summary of the activity related to the Company's DSUs is provided below.

Number
Balance — January 1, 2018 3,049,953
Granted 340,206
Balance — December 31, 2018 3,390,159
Granted 407,157
Balance — June 30, 2019 3,797,316

During the three and six month periods ended June 30, 2019, the Company recorded compensation costs related to DSUs in
the amounts of $25,875 (2018 - $23,281) and $131,294 (2018 - $43,843), respectively, which were classified as share-based
compensation costs within general and administrative expenses in the condensed interim consolidated statements of
comprehensive loss.

Share capital

The Company has authorized for issue an unlimited number of common shares (being voting and participating shares) without
par value, and all shares issued and outstanding as of June 30, 2019 and December 31, 2018 are fully paid. Pursuant to the
Company'’s articles of incorporation (the “Articles”), the Company may by following the procedures set out in the Articles and
the Business Corporations Act (British Columbia) (the “Act”): create one or more classes or series of shares, with rights and
restrictions specific to each class; subdivide or consolidate all or any of its unissued or fully paid issued shares; alter the
identifying name of any of its shares; or otherwise alter its shares or authorized share structure when required or permitted to
do so by the Act.

The Company issued the following common shares during the six month period ended June 30, 2019:

On February 12, 2019, the Company issued 113,332 common shares pursuant to the exercise of 250,000 stock options on a
cashless basis (note 12). The fair value of the stock options in the amount of $41,773 was credited to share capital.

On February 14, 2019, the Company issued 7,584 common shares pursuant to the exercise of 25,000 stock options on a
cashless basis (note 12). The fair value of the stock options in the amount of $5,808 was credited to share capital.

During the six month period ended June 30, 2019, the Company incurred share issue costs in the amount of $2,933.

The Company issued the following common shares during the year ended December 31, 2018:

On February 15, 2018, the Company issued 833,333 common shares to an executive as a part of his compensation package.
The common shares had a fair value of $241,666 of which $200,000 was included in payables and accrued liabilities as of
December 31, 2017. The Company incurred related share issue costs in the amount $6,378.

On July 10, 2018, the Company issued 4,811,030 common shares with a fair value of $1,539,530 to settle the establishment

fee in connection with the closing of the Loan Facility (note 7). Sprott and Altius received 4,123,740 common shares and
687,290 common shares, respectively.
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12 Stock options

The Company operates an equity-settled share-based compensation plan under which the Company receives services from
employees as consideration for equity instruments of the Company. The related stock option plan (the “Plan”) follows applicable
stock exchange policies regarding stock option awards granted to employees, directors and consultants.

The Plan allows for a fixed maximum number of shares equal to 16,500,000 to be reserved for issuance under the Plan.
Options granted under the Plan have a maximum term of ten years. The vesting terms are at the discretion of the Company’s

Board of Directors.

The following table summarizes the activity under the Company'’s stock option plan.

Weighted average
exercise price
Number $

Balance - January 1, 2018 4,160,000 0.47
Granted 3,275,000 0.31
Expired (200,000) 1.79
Balance — December 31, 2018 7,235,000 0.36
Exercised (note 11) (275,000) 0.25
Expired (600,000) 1.48
Balance - June 30, 2019 6,360,000 0.26

Options outstanding as of June 30, 2019 are summarized below.

Exercise price

Remaining expected life

Number of stock

Number of stock

$) Expiry date (years) options outstanding  options exercisable
0.15 September 7, 2021 2.19 2,480,000 2,480,000
0.53 January 23, 2022 2.57 180,000 180,000
0.43 March 30, 2022 2.74 100,000 100,000
0.34 April 27, 2022 2.82 350,000 350,000
0.35 June 7, 2022 2.94 150,000 150,000
0.31 January 23, 2023 3.57 2,500,000 2,500,000
0.26 April 2, 2023 3.76 300,000 150,000
0.33 June 21, 2023 3.97 300,000 150,000

6,360,000 6,060,000

During the three and six month periods ended June 30, 2019, the Company recorded share-based compensation with respect
to stock options in the amounts of $14,207 (2018 - $16,818) and $32,228 (2018 - $738,858), respectively, which was recorded
within general and administrative expenses in the condensed interim consolidated statements of comprehensive loss.

The Company settles stock options exercised through the issuance of common shares from treasury.

17



Alderon Iron Ore Corp.

Notes to the Condensed Interim Consolidated Financial Statements
June 30, 2019

(amounts in Canadian dollars, except where noted)
(Unaudited)

12 Stock options (continued)

13

Fair value input assumptions

The table below shows the assumptions, or weighted average parameters, applied to the Black-Scholes Option Pricing Model
in order to determine share-based compensation costs over the life of the awards for options granted during each of the periods
presented.

Six month Six month
period ended period ended
June 30, June 30,
2019 2018
Expected dividend yield - 0.00%
Estimated volatility - 100.39%
Weighted average risk-free annual interest rate - 2.01%
Weighted average expected life (years) - 5.00
Grant date fair value - $0.23

Compensation options
The Company settles compensation options exercised through the issuance of common shares from treasury.
As of June 30, 2019 and December 31, 2019, the Company had 900,000 compensation options outstanding and exercisable

with an exercise price of $0.34 and expiry of July 12, 2020. The compensation options were issued by the Company during
the year ended December 31, 2018 pursuant to the Loan Facility (note 7).
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14 Operating expenses

General and administrative expenses for the three and six month periods ended June 30, 2019 and 2018 are summarized

below.
Three month periods ended Six month periods ended
June 30, June 30,
2019 2018 2019 2018

$ $ $ $
Consulting, professional and legal fees 213,818 426,430 396,189 707,679
Salaries and benefits 98,634 98,344 278,842 160,810
Share-based compensation (notes 10 and 12) 40,082 40,099 163,522 782,701
Rent and facilities 43,152 49,012 86,670 90,629
Director fees 45,303 46,678 72,209 68,222
Office and administration 33,846 36,151 68,648 71,658
Investor relations 26,197 64,263 66,786 148,072
Travel 31,240 35,524 42,657 50,167
Regulatory 18,711 23,810 35,080 39,989
Depreciation (note 4) 252 251 503 335

551,235 820,562 1,211,106 2,120,262

Project maintenance expenses for the three and six month periods ended June 30, 2019 and 2018 are summarized below.

Three month periods ended Six month periods ended
June 30, June 30,
2019 2018 2019 2018

$ $ $ $
Rent and facilities 90,523 106,732 183,976 205,719
Professional services and consulting 87,715 303,674 175,816 387,902
Depreciation (note 4) 13,298 - 26,596 -
Other costs 1,518 727 3,054 3,044

193,054 411,133 389,442 596,665
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15 Supplemental disclosure of cash flow information

Three month periods ended Six month periods ended
June 30, June 30,
2019 2018 2019 2018
$ $ $ $
Changes in operating assets and liabilities
Receivables (7,781) (11,203) (12,982) (12,011)
Prepaid expenses 26,100 (110,922) (31,859) (171,499)
Payables and accrued liabilities (179,486) 403,179 (304,751) 517,832
Due to related parties (94,887) 11,741 (86,484) 63,760
(256,054) 292,795 (436,076) 398,082

Non-cash transactions affecting cash flows from investing or financing activities during the six month period ended June 30,
2019 are summarized below:

On January 1, 2019, the Company adopted IFRS 16 and recognized a lease liability and right of use asset each in the amount
of $141,847 with respect to commercial real estate (notes 2, 4 and 8).

On February 12, 2019, the Company credited $41,773 to share capital in relation to the fair value of 250,000 stock options
exercised (notes 11 and 12).

On February 14, 2019, the Company credited $5,808 to share capital in relation to the fair value of 25,000 stock options
exercised (notes 11 and 12).

Non-cash transactions affecting cash flows from investing or financing activities during the six month period ended June 30,
2018 are summarized below:

The Company issued 833,333 common shares to an executive as a part of his compensation package (note 11). The common
shares had a fair value of $241,666 of which $200,000 was included in payables and accrued liabilities as of December 31,
2017. The additional expense in the amount of $41,666 is included in general and administrative expenses in the condensed
interim consolidated statements of comprehensive loss.
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Earnings (loss) per share

For the three month period ended June 30, 2018, diluted earnings per share attributable to owners of the parent was calculated
as follows:

Three month period ended June 30, 2018

Earnings Weighted average Earnings
for the period shares outstanding per share
$ $
Basic earnings (loss) per share 50,577 133,471,850 0.00
Effect of dilutive securities:
Deferred share units - 3,200,163
Stock options - 1,455,779
Warrants - 374,783
Diluted earnings per share 50,577 138,502,575 0.00

For the six month periods ended June 30, 2019 and 2018 and for the three month period ended June 30, 2019, diluted loss
per share was calculated based on the net loss and comprehensive loss attributable to owners of the parent using the basic
weighted average number of shares outstanding.

Capital disclosures

The Company’s capital structure currently consists of equity and debt financing to provide for: development and other Kami
Project activities; general and administrative expenses; working capital; and capital expenditures.

Management regularly monitors the Company’s capital structure and makes adjustments thereto based on funds available to
the Company for the acquisition, exploration and development of mineral properties. The Board of Directors has not established
quantitative return on capital criteria for capital management, but rather relies upon the expertise of the management team to
sustain the future development of the business.

The properties in which the Company currently has an interest are in the development stage, and the Company does not
generate any revenue. Accordingly, the Company is dependent upon sources of external financing to fund both the Kami
Project and its other costs. While the Company endeavours to minimize dilution to its shareholders, management has in the
past engaged in dilutive financial transactions, such as private placements, and may engage in dilutive arrangements in the
future.

The Company’s policy on dividends is to retain cash to keep funds available to finance the activities required to advance the
Company’s Kami Project. Alderon provided commitments to HBIS Group with respect to the use of $119,926,293 (the “Initial
Investment”) in proceeds that HBIS Group provided in exchange for a 25% interest in The Kami LP during the year ended
December 31, 2013. Under the terms of the agreements with HBIS Group, the proceeds from the Initial Investment were used
solely for Kami Project related expenditures.
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Capital disclosures (continued)

As at June 30, 2019, $2,292,647 of cash and $1,014,765 in short-term investments are held by The Kami LP, relate to the
remaining funds received from the Loan Facility (note 7), and are not attributable to the Initial Investment. The Loan Facility
requires certain consolidated working capital and other conditions to be maintained by the Company and The Kami LP. The
Company will need to obtain additional financing in the near term to avoid a default event under the terms of the Loan Facility
(note 1).

Financial instruments

The carrying values of the Company’s cash and cash equivalents, short-term investments, receivables, payables and accrued
liabilities and amounts due to related parties approximate their fair values due to their short-term maturities or to the prevailing
interest rates of the related instruments, which are comparable to those of the market. As of June 30, 2019, the determination
of the fair values of the Loan Facility and lease liability are based on a discounted cash flow model using an interest rate of
10%, which reflects the Company’s current rate of borrowing.

The fair values of the Company’s financial assets and liabilities, together with the carrying values included in the condensed
interim consolidated statements of financial position, as of June 30, 2019 and December 31, 2018 are presented below. In the
following tables, receivables exclude sales and other tax credits.

As of June 30, 2019 Carrying value Fair value
$ $

Financial assets

Cash and cash equivalents 3,152,236 3,152,236

Short-term investments 1,014,765 1,014,765

Receivables 5,407 5,407
Financial liabilities

Payables and accrued liabilities (note 5) (9,110,631) (9,110,631)

Due to related parties (note 9) (316,177) (316,177)

Loan facility (note 7) (17,560,628) (17,947,273)

Lease liability (note 8) (117,922) (117,922

(22,932,950) (23,319,595)
As of December 31, 2018 Carrying value Fair value
$ $

Financial assets

Cash and cash equivalents 6,033,848 6,033,848

Short-term investments 1,001,249 1,001,249

Receivables 12,038 12,038
Financial liabilities

Payables and accrued liabilities (note 5) (9,415,382) (9,415,382)

Due to related parties (note 9) (402,661) (402,661)

Loan facility (note 7) (17,594,412) (19,201,828)

(20,365,320) (21,972,736)
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Commitments and contingencies

The Company has negotiated contracts with suppliers in relation to the purchase of equipment. As at June 30, 2019, payments
of $30,448,000 remain to be paid on the equipment for contracts entered into and approximately $30,265,000 of this amount
is contingent on confirmation by the Company of future fabrication of this equipment.

Subsequent events

The following reportable events occurred subsequent to the six month period ended June 30, 2019:

e OnJuly 3, 2019, the Company issued 300,000 common shares for cash proceeds in the amount of $45,000 pursuant to
the exercise of 300,000 stock options with an exercise price of $0.15.

e OnJuly 3, 2019, the Company issued 649,690 common shares pursuant to the redemption of 649,690 DSUs by a former
director.

23



(A Development-Stage Company)
Management’s Discussion and Analysis
For the six month period ended June 30, 2019

Introduction

This Management's Discussion and Analysis (“MD&A”) provides a review of the financial performance, financial
condition and cash flows of Alderon Iron Ore Corp. for the three and six month periods ended June 30, 2019. In this
MD&A, “Alderon”, the “Company”, “we”, “us” or “our” mean Alderon Iron Ore Corp. and its subsidiaries and affiliates.
This MD&A should be read in conjunction with the Company’s annual consolidated financial statements as of and
for the years ended December 31, 2018 and 2017 and is intended to supplement and complement the unaudited
condensed interim consolidated financial statements and notes thereto for the three and six month periods ended
June 30, 2019 (collectively, the “Financial Statements”). This MD&A is prepared as of August 7, 2019.

The Company has prepared this MD&A with reference to National Instrument 51-102 “Continuous Disclosure
Obligations” of the Canadian Securities Administrators.

All dollar amounts in this MD&A are presented in Canadian dollars (which is the Company’s presentation and
functional currency), except where otherwise indicated.

Responsibility of financial reports

Management is responsible for the preparation and integrity of financial reports, as well as for the maintenance of
appropriate information systems, procedures and internal controls and for ensuring that information used internally
or disclosed externally, including our Financial Statements and MD&A, is complete and reliable. The Company’s
Board of Directors follows recommended corporate governance guidelines for public companies to ensure
transparency and accountability to shareholders. Our Board of Directors’ Audit Committee meets with management
quarterly to review the Financial Statements and the MD&A and to discuss other financial, operating and internal
control matters.

The condensed interim consolidated financial statements of the Company have been prepared in accordance with
International Financial Reporting Standards (“IFRS”), as issued by the International Accounting Standards Board
(“IASB"), applicable to the preparation of interim financial statements, including International Accounting Standard
(“IAS”) 34, Interim Financial Reporting (“IAS 34”). Consequently, all comparative financial information presented in
this MD&A reflects the consistent application of IFRS.

Forward-looking information

This MD&A contains "forward-looking information” within the meaning of the U.S. Private Securities Litigation
Reform Act and applicable Canadian securities laws concerning anticipated developments and events that may
occur in the future. Forward looking information contained in this MD&A includes, but is not limited to, statements
with respect to: (i) permitting time lines; (ii) the sufficiency of working capital; (iii) requirements for additional capital;
(iv) development, construction and production timelines and estimates; (v) the timing of long lead equipment items;
(vi) the supply of power for the Kami Project; (vii) forecasts for future expenditures; (viii) the Company'’s financing
strategy for the development of the Kami Project, including a senior debt facility; (ix) the results of the Updated FS
(as defined below) including statements about mineral resources, mineral reserves, estimated future production,
future operating and capital costs, the projected internal rate of return (“IRR”), net present value (“NPV”), payback
period, construction timelines and production timelines for the Kami Project; and (x) the statements in the “Outlook”
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section of this MD&A, including, the successful completion of a senior debt facility and other financing for the
construction of the Kami Project, and the expected timeline for the commencement of construction and its duration.
In certain cases, forward-looking information can be identified by the use of words such as "plans”, "expects" or
"does not expect", "is expected”, "budget", "scheduled", "estimates”, "forecasts", "intends", "anticipates” or "does
not anticipate”, or "believes”, or variations of such words and phrases or state that certain actions, events or results
"may", "could", "would", "might" or "will be taken", "occur" or "be achieved" suggesting future outcomes, or other
expectations, beliefs, plans, objectives, assumptions, intentions or statements about future events or performance.
Forward-looking information contained in this MD&A is based on certain factors and assumptions regarding, among
other things, the estimation of mineral resources, the realization of resource estimates, iron ore and other metal
prices, the timing and amount of future exploration and development expenditures, the estimation of initial and
sustaining capital requirements, the estimation of labour and operating costs, the availability of necessary financing
and materials to continue to explore and develop the Kami Property (as defined below) in the short and long-term,
the progress of exploration and development activities, the receipt of necessary regulatory approvals, the estimation
of insurance coverage, and assumptions with respect to currency fluctuations, environmental risks, title disputes or
claims, and other similar matters. While the Company considers these assumptions to be reasonable based on
information currently available to it, these assumptions may prove to be incorrect.

Forward looking information involves known and unknown risks, uncertainties and other factors which may cause
the actual results, performance or achievements of the Company to be materially different from any future results,
performance or achievements expressed or implied by the forward-looking information including, without limitation,
the following risks and uncertainties referred to under the heading “Risk factors” in the Company's Annual
Information Form (“Annual Report”) for the year ended December 31, 2018:

o risks relating to the fact that the Company depends on a single mineral project;

o risks inherent in the exploration and development of mineral deposits, including risks relating to changes in
project parameters as plans continue to be redefined including the possibility that mining operations may
not commence at the Kami Property;

o risks relating to variations in mineral resources, grade or recovery rates resulting from current exploration
and development activities;

o risks related to fluctuations in the price of iron ore as the Company’s future revenues, if any, are expected
to be derived from the sale of iron ore;

o risks related to a reduction in worldwide and specifically Chinese demand for iron ore which could result in
lower prices and demand for iron ore;

o financing, capitalization and liquidity risks, including the risk that the financing necessary to fund the
development and construction activities at the Kami Property may not be available on satisfactory terms,
oratall;

o the Company has no history of mining operations and no revenues from operations and expects to incur
losses for the foreseeable future;

o risks related to the Company relying on two customers for 100% of its expected iron ore concentrate
production;

o risks related to the Company obtaining various permits required to conduct its current and anticipated future
operations;

o risks related to unresolved land claims by various aboriginal groups;

o risks related to disputes concerning property titles and interest;
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o risks relating to the ability to access rail transportation, sources of power and port facilities;

e the Company is dependent on the support and cooperation of HBIS Group Co., Ltd. (“HBIS Group”), its
partner to develop the Kami Property;

e operational risks inherent in the conduct of mining activities, including the risk of accidents, labour disputes,

increases in capital and operating costs and the risk of delays or increased costs that might be encountered

during the development process;

risks related to the significant governmental regulation that the Company is subject to;

environmental risks;

climate change risks;

risks associated with efforts to control or reduce greenhouse gas emissions;

reliance on key personnel;

risks related to increased competition in the market for iron ore and related products and in the mining

industry generally;

cybersecurity risks;

risks related to potential conflicts of interests among the Company’s directors and officers;

the absence of dividends;

risks related to current global financial conditions;

land reclamation requirements may be burdensome;

risks associated with the acquisition of any new properties;

uncertainties inherent in the estimation of mineral resources;

the Company may become subject to legal proceedings; and

risks relating to the Company’s common shares.

Although the Company has attempted to identify important factors that could cause actual actions, events or results
to differ materially from those described in forward-looking information, there may be other factors that cause
actions, events or results not to be as anticipated, estimated or intended. There can be no assurance that forward-
looking information will prove to be accurate, as actual results and future events could differ materially from those
anticipated in such information. Accordingly, readers should not place undue reliance on forward-looking
information. The forward-looking information is made as of the date of this MD&A.

Readers are cautioned that the foregoing lists of factors are not exhaustive. The forward-looking information
contained in this MD&A is expressly qualified by this cautionary statement. Except as required by applicable
securities laws, the Company does not undertake any obligation to publicly update or revise any forward-looking
information, and readers should also carefully consider the matters discussed under the heading, "Risk Factors", in
this MD&A and in the Annual Report.

Description of business and overview

Alderon is a development-stage company conducting iron ore evaluation activities related entirely to its Canadian
properties located in western Labrador in the province of Newfoundland and Labrador. Those properties are
collectively referred to as the Kamistiatusset, or “Kami”, Property. All activities associated with the Kami Property are
referred to as the Kami Project. The Company transferred the Kami Property and its related assets into The Kami
Mine Limited Partnership (“The Kami LP”) during the year ended December 31, 2013 in connection with the strategic
investment from HBIS Group. HBIS Group contributed $119.9 million (the “Initial Investment”) into The Kami LP for
25% interest in the Kami Project. Alderon retains 75% interest in The Kami Project.
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The Company’s common shares are listed on the Toronto Stock Exchange (“TSX”), under the symbol “IRON”.
The Kami Project

Alderon is focused on developing its core asset, the Kami Property of which it owns 75%, located next to the mining
towns of Wabush and Labrador City in western Labrador, Canada. The Kami Property is surrounded by two
producing mines and is within close proximity to a common carrier railway that is connected to deep sea ports with
year-round access to the global market. The Company’s goal is to develop the Kami Property into a profitable mining
operation and to become a producer of low-cost iron concentrate by taking advantage of the Kami Property’s
strategic location and of the readily available regional infrastructure.

Technical information disclosed in this MD&A is from the National Instrument (“NI") 43-101 Technical Report entitled
Updated Feasibility Study of the Kamistiatusset (Kami) Iron Ore Property, Labrador for Alderon Iron Ore Corp.,
dated effective September 26, 2018 (the “Technical Report” or the “Updated FS”) and filed on SEDAR
(www.sedar.com) on October 31, 2018. The Technical Report was prepared under the supervision of Mr. Angelo
Grandillo, P.Eng, of BBA, Inc. (“BBA”) with contributions from Mr. Jeffrey Cassoff, P.Eng, of BBA, Mr. James Powell
of Gemtec Limited (“Gemtec”), Mr. Peter Merry of Golder Associates Ltd. (“Golder”) and Mr. Michael Kociumbas, P.
Geo. Mr. Grandillo, Mr. Cassoff and Mr. Kociumbas each meet the NI 43-101 definition of a Qualified Person and
are independent of Alderon. Mr. Grandillo has reviewed and approved the technical information contained in this
MD&A, with the exception of the mineral resource and mineral reserve estimates. Mr. Kociumbas is responsible for
reviewing and approving the mineral resource estimate and the QA/QC associated with the mineral resource
estimate. Mr. Cassoff was responsible for reviewing and approving the mineral reserve estimate. The Updated FS
is based on 100% ownership of the Kami Project. The Kami Project is held through The Kami Mine Limited
Partnership, as to 75% by Alderon and 25% by HBIS Group.

The Company engaged BBA to prepare the Updated FS on the Rose Deposit of the Kami Property as it underpins
the Company’s renewed focus on project financing and builds on the previous feasibility study dated December 17,
2012 (the “2012 Feasibility Study”), the updated preliminary economic assessment dated November 7, 2017 (the
“Updated PEA”"), and detailed engineering carried out between 2013 and 2015. The flowsheet and product
characteristics remained unchanged and the focus was on a tailings management facility, market analysis, capital
and operating expenditures and updated reserve estimates.
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Highlights of the Updated FS include:

NPV at 8% discount rate (pre-tax) US$ 1,698 M
NPV at 8% discount rate (post-tax) US$ 866 M
IRR (pre-tax) 24.6%
IRR (post-tax) 18.2%
Total Estimated Capital Cost (excluding sustaining capital and closure costs) US$ 982.41 M
Average Estimated Operating Costs (loaded in ship Port of Sept-iles) US$/dmt 30.72
CFR Concentrate Sales Price Forecast(t) US$/dmt CFR 89.67
(FOB 73.17)
Estimated Mine Life 23 years
Final Product Iron Grade (%Fe) 65.2%
Proven and Probable Mineral Reserves
(COG=15%, 28.8% Total Fe, 3.4% Dilution, 2.5% Ore Loss) 517.2 Mt
Annual Concentrate Production Rate (average life of mine, post ramp-up year) 7.84 Mtpa
Projected Years to Payback (pre-tax) 4.0
Projected Years to Payback (post-tax) 49

() Based on three year trailing average CFR benchmark price of US$63.30/dmt @ 62%Fe adjusted for Kami Fe grade, and HBIS Group
and Glencore agreement terms

The Updated FS is based on a number of assumptions detailed in the Technical Report. An exchange rate of
CAD$1.00 = US$0.77 was used.

The Updated FS is based on the same mineral processing flowsheet as the previous technical reports including the
2012 Feasibility Study. The major infrastructure required to support the Kami Project, as stated in the Updated FS,
includes the following components:

Mining of the Rose open pit and adjacent crushing plant at the Kami mine area.

Crushed ore conveyed from the crusher to the crushed ore stockpile, ahead of the concentrator, to the east
of the Waldorf crossing.

Concentrator consisting of autogenous grinding, gravity and magnetic separation and dewatering and
utilizing the autogenous and ball mills that already have been procured.

Tailings disposal in the designated area on the Kami Project, in the location which was identified during the
2012 Feasibility Study. In the Updated FS, the Tailings Management Facility (the “TMF") and tailings
deposition plan have been redesigned to conform to current industry standards and in accordance with the
Canadian Dam Association Dam Safety Guidelines.

Concentrate load-out located at the new Kami rail loop, connecting to the QNS&L main rail line by way of
a new railway constructed as part of the Kami Project.

Rail transportation of concentrate from the Kami rail loop to the common port terminal facilities at Pointe
Noire near Sept-lles, Québec (owned and operated by third parties).

Ship-loading services provided by Port of Sept-iles.

Electrical power supplied by Newfoundland and Labrador Hydro (“NLH") based on the terms set out in the
power purchase agreement between NLH and The Kami LP.
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Prior to construction commencing, the Company will have to re-assemble the owner’s team, award an EPCM/EPC
contract, resume detailed engineering, and have construction financing in place. This process could take several
months to complete once it is commenced. Construction is expected to last 26 months.

For additional information on the Updated FS results, please refer to the Technical Report filed on SEDAR
(www.sedar.com).

Corporate activities
Corporate activities for this fiscal year-to-date are summarized below.

e The Company appointed Scotiabank as its financial advisor with respect to strategic transactions, and
equity and debt financing. Scotiabank is a leading provider of a full range of financial products and services
to the global mining industry, and a leading lender to the sector that has maintained long-standing
relationships throughout economic cycles.

The financing strategy is anticipated to be completed in two phases: (i) financing in an amount sufficient to
repay the outstanding loan facility (detailed below) and for working capital purposes, and (ii) the project
financing in an amount required to complete the construction of the Kami Project.

The Company continues to work with Scotiabank; and with their help, the Company is evaluating and
facilitating discussions for potential strategic transactions and securing sources of working capital. Since
May, the Company has been marketing the Kami Project to investors in North America, Europe and Japan.
The Company is making good strides and is encouraged by the positive reception from project finance and
equity providers as well as trading houses. Several parties are currently evaluating the opportunity through
their analysis of the Company’s financial model, business plan and expected site visits.

¢ The Company continues to engage key stakeholders, ensuring that the Kami Project remains ready to move
into construction once financing is received. The Company has HBIS Group as a partner and the support
of the Government of Newfoundland and Labrador. The Provincial government recently granted the Kami
Project an extension of its mining lease until 2024, signifying continued support and understanding of the
effort needed to finance a project of this magnitude.

e The Kami LP signed a memorandum of understanding (the “Schneider MOU") with Schneider Electric
Canada Inc. (“Schneider Electric”), a global and Canadian leader committed to providing safe and reliable
energy. The Schneider MOU provides for The Kami LP to evaluate the lease or purchase of equipment
from Schneider Electric for use in the Kami Project. The Schneider MOU also provides that Schneider
Electric will assist The Kami LP in its capital raising efforts by making introductions and facilitating
discussions with potential financing sources for the Kami Project, including funding from export credit
agencies in regions where Schneider Electric manufactures its equipment. This assistance is expected to
help The Kami LP raise the capital required to start construction of the Kami Project.
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e The Kami LP signed a memorandum of understanding (the “Envest MOU") with Envest Corp. (“Envest”),
an independent power producer specializing in the financing, development, ownership and operation of
mid-market energy infrastructure projects in North America. The Envest MOU provides that The Kami LP
and Envest will enter into transactions whereby Envest will acquire and manage the equipment that The
Kami LP intends to procure from Schneider Electric for use in the Kami Project. This transaction is expected
to provide up to US$35 million for power infrastructure. In addition, Envest and The Kami LP will explore
the potential for additional financial solutions from Envest for other equipment that will be utilized in the
Kami Project.

Outlook
On October 31, 2018, the Company filed the Updated FS on SEDAR (www.sedar.com) which further demonstrates

the strong economics of the Kami Project as summarized above in “The Kami Project”. The Company will use the
results of the Updated FS to further its goal of completing its financing plan.

Alderon is pursuing a financing strategy, as discussed above in “Corporate activities”, to provide for the repayment
of the outstanding loan facility and secure sources of additional working capital. The Company is also pursuing
construction financing for the Kami Project based on a combination of a senior debt facility, other debt options,
equipment financing, and equity. In order to provide flexibility and maximize its financing options, Alderon intends
to pursue a senior debt facility and its other debt and equity options in parallel. There can be no assurance that the
Company will successfully conclude an interim financing to repay the outstanding loan facility or complete the project
financing for the construction of the Kami Project.

With numerous milestones already in place, including release from federal and provincial environmental
assessments and receipt of mining and surface leases, conclusion of long-term offtake agreements for 100% of its
premium quality concentrates, securing of power and port access contracts, and completion of more than 50% of
detailed engineering, the Kami Project remains a rare development opportunity in the iron ore industry. The
Company is now singularly focused on the final de-risking step of completing financing for the Kami Project.

As previously disclosed, Alderon intends to commence construction of the Kami Project when the Company’s
financing plan is successfully completed. In addition, prior to construction commencing the Company will have to
secure access to the proposed infrastructure integrations in the Updated FS, re-assemble the owner’s team, award
an EPCM/EPC contract and resume detailed engineering. This process could take several months to complete once
itis commenced. Once construction does commence, it is expected to take 26 months for completion, including pre-
operational verifications, hot commissioning and handover to mine operations team.

Results of operations
General and administrative expenses
During the three and six month periods ended June 30, 2019, the Company incurred general and administrative

expenses in the amounts of $551,235 (2018 - $820,562) and $1,211,106 (2018 - $2,120,262), respectively. The
decreases in general and administrative expenses are explained below.
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Consulting, professional and legal fees decreased by $212,612 and $311,490 during the three and six month
periods ended June 30, 2019, respectively, compared to the same periods of the prior year primarily due to
corporate transactions executed during the prior year, including the extinguishment of convertible debt and
execution of a replacement loan facility. In addition, changes in executive management personnel during the prior
year resulted in decreased consulting fees for the three and six month periods ended June 30, 2019 compared to
the same periods of the prior year.

Salaries and benefits increased by $118,032 during the six month period ended June 30, 2019 compared to the
same period of the prior year as a result of changes in executive management personnel and related compensation
arrangements, including retention and discretionary bonuses paid during the six month period ended June 30, 2019.
During the three month periods ended June 30, 2019 and 2018, salaries and benefits remained consistent in the
amounts of $98,634 and $98,344, respectively and related to salaries and benefits paid to an executive of the
Company. Refer to “Related party transactions” for additional detail on compensation of key management
personnel.

During the three and six month periods ended June 30, 2019, the Company recorded non-cash share-based
compensation expense in the amounts of $40,082 (2018 - $40,099) and $163,522 (2018 - $782,701), respectively,
with respect to the fair value of equity-settled awards, including stock options and deferred share units (‘DSUS”).
The fluctuation in share-based compensation expense is primarily attributable to the number of stock options and
DSUs granted in a period and the respective vesting schedules.

Investor relations expenses incurred during the three and six month periods ended June 30, 2019 totaled $26,197
(2018 - $64,263) and $66,786 (2018 - $148,072), respectively. The decreases in investor relations expenses for
the three and six month periods ended June 30, 2019 are explained by reductions in conference attendance, website
development and translation services as the Company focused on its financing strategy during the three and six
month periods ended June 30, 2019.

The Company incurred travel costs in the amounts of $31,240 (2018 - $35,524) and $42,657 (2018 - $50,167)
during the three and six month periods ended June 30, 2019, respectively, and related to domestic and international
travel to support the Company’s financing strategy.

Itis the Company’s expectation that total general and administrative expenses will continue at current levels for the
year ending December 31, 2019, excluding the impact of share-based compensation costs which in turn depend on
a number of unknown or currently inestimable factors such as the Company’s future share price, the number of
options and DSUs that will be granted in future periods and any changes to parameters or judgments applied to the
option pricing model used to calculate the underlying fair value of equity-based awards.

Project maintenance expenses
During the three and six month periods ended June 30, 2019, the Company incurred project maintenance expenses

in the amounts of $193,054 (2018 - $411,133) and $389,442 (2018 - $596,665), respectively, while the Kami Project
was temporarily suspended. The decreases in project maintenance expenses are explained below.
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The Company incurred rent and facilities related costs in the amounts of $90,523 (2018 - $106,732) and $183,976
(2018 - $205,719), respectively. The decreases in rent and facilities costs are explained by the adoption of IFRS
16, Leases (“IFRS 16”) and resulting change in classification of certain lease expenses effective January 1, 2019.
For additional detail, refer to “Significant accounting policies and critical accounting estimates and judgments”.

During the three and six month periods ended June 30, 2019, the Company incurred professional services and
consulting fees in the amounts of $87,715 (2018 - $303,674) and $175,816 (2018 - $387,902), respectively.
Professional services and consulting fees for the three and six month periods ended June 30, 2019 primarily related
to management members of The Kami LP appointed by HBIS Group, as discussed in “Related party transactions”.
During the three and six month periods ended June 30, 2018, in addition to amounts paid to these management
members, the Company was focused on the completion of the Updated FS.

The Company recorded depreciation in the amounts of $13,298 (2018 - $nil) and $26,596 (2018 - $nil) for the three
and six month periods ended June 30, 2019, respectively, as a result of the adoption of IFRS 16 effective January
1, 2019. For additional detail, refer to “Significant accounting policies and critical accounting estimates and
judgments”.

Government and community relations expenses

During the three and six month periods ended June 30, 2019, the Company incurred government and community
relations expenses in the amounts of $15,531 (2018 - $76,351) and $53,819 (2018 - $150,924), respectively.
Government and community relations expenses are incurred by the Company in connection with corporate
initiatives to strengthen support for the Kami Project, including augmenting the financing strategy through
engagement with local, provincial and federal government bodies and communities. Government and community
relations expenses fluctuate based on the nature and timing of stakeholder engagement.

Foreign exchange loss (gain)

The foreign exchange loss (gain) recorded reflects changes in the currency exchange rate between the US dollar
compared to the Canadian dollar as of each period end and the related impact on US dollar denominated financial
instruments.

The foreign exchange gain recorded during the three and six month periods ended June 30, 2019 compared to the
foreign exchange loss recorded in the same periods of the prior year is primarily due to the receipt of a US dollar
loan facility in July 2018. Refer to “Consolidated statements of financial position information — Loan facility” for
further detail on foreign currency revaluations and “Financial instruments and risk management — Currency risk”.

Net finance costs

During the three and six month periods ended June 30, 2019, the Company incurred net finance costs in the
amounts of $821,971 and $1,609,220, respectively, comprised of interest and accretion on an outstanding loan
facility and interest on the lease liability, net of finance income earned on cash and cash equivalents and short-
term investments.
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During the three and six month periods ended June 30, 2018, the Company earned net finance income in the
amounts of $1,332,929 and $617,822, respectively, comprised of a gain on modification of convertible debt and
finance income earned on short-term investments, net of finance costs for interest and accretion on the convertible
debt.

Financing activities are discussed further in “Consolidated statements of financial position information” and “Liquidity
and capital resources”.

Quarterly consolidated results of operations

Selected quarterly consolidated results of operations information for the most recently completed eight fiscal
quarters are presented below:

Quarters ended

June 30, March 31, December 31, September 30,
2019 2019 2018 2018
$ $ $ $
Loss from operations (304,509) (478,741) (1,954,179) (625,637)
Net loss and comprehensive
loss attributable to
owners of the parent (1,195,257) (1,344,015) (1,541,730) (1,347,420)
Loss per share
Basic and diluted (0.01) (0.01) (0.01) (0.01)
Quarters ended
June 30, March 31, December 31, September 30,
2018 2018 2017 2017
$ $ $ $
Loss from operations (1,416,539) (1,696,597) (1,247,310) (10,173,802)
Net income (loss) and
comprehensive income
(loss) attributable to
owners of the parent 50,577 (1,786,638) (1,616,379) (8,724,862)
Earnings (loss) per share
Basic and diluted 0.00 (0.01) (0.01) (0.07)

Earnings (loss) per share is based on each reporting period’'s weighted average number of shares outstanding,
which may differ on a quarter-to-quarter basis. As such, the sum of the quarterly earnings (loss) per share amounts
may not equal year-to-date earnings (loss) per share.

Historical quarterly results of operations and earnings (loss) per share data do not necessarily reflect any recurring

expenditure patterns or predictable trends. As such, quarterly results cannot be interpreted as being indicative of
future expectations, results of operations or net income (loss) per share.
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Over the past eight quarters, the Company has maintained low levels of operating expenditures, consistent with the
temporary suspension of the Kami Project and the implementation of cash conservation measures. The fluctuations
in the loss from operations from quarter to quarter are generally explained by non-recurring and/or non-cash
transactions, including: unrealized foreign exchange gains and losses related to US dollar denominated financial
liabilities (quarters ended December 31, 2018 and thereafter); non-cash share-based compensation costs (quarter
ended March 31, 2018); and a settlement with Newfoundland and Labrador Hydro accrued in the amount of
$9,500,000 (quarter ended September 30, 2017). During the quarter ended June 30, 2018, the Company reported
netincome in the amount of $50,577 as a result of a gain on debt modification recorded in the amount of $1,929,743.

Consolidated statements of financial position information

As of As of
June 30, December 31,

2019 2018

$ $

Cash and cash equivalents 3,152,236 6,033,848
Short-term investments 1,014,765 1,001,249
Receivables and other current assets 111,384 72,110
Mineral properties 99,229,048 99,053,952
Property, plant and equipment 16,279,182 16,164,434
Total assets 119,786,615 122,325,593
Payables and accrued liabilities 9,110,631 9,415,382
Due to related parties 316,177 402,661
Loan facility 17,560,628 17,594,412
Lease liability 117,922 -
Equity attributable to owners of the parent 81,179,264 83,557,947
Non-controlling interest 11,501,993 11,355,191
Total liabilities and equity 119,786,615 122,325,593

Cash and cash equivalents

As noted below in “Liquidity and capital resources”, cash and cash equivalents decreased by $2,881,612 during the
six month period ended June 30, 2019, primarily due to cash used in operating activities, annual lease payments
for the Kami Project and cash used in financing activities with respect to a loan facility.

Short-term investments

During the six month period ended June 30, 2019, short-term investments increased by $13,516 as a result of
investments maturing and the reinvestment of earned interest.

11
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Receivables and other current assets

Receivables and other current assets include sales and other tax credits receivable, accrued interest receivable,
other receivables and prepaid expenses. The total balance of receivables and other current assets increased by
$39,274 during the six month period ended June 30, 2019 and is primarily explained by the prepayment of annual
insurance renewals and regulatory costs and an increase in sales and other tax credits receivable. These increases
were partially offset by a decrease in accrued interest receivable as a result of investments maturing and the
amortization of prepaid expenses during the six month period ended June 30, 2019.

Mineral properties

During the six month period ended June 30, 2019, mineral properties increased by $175,096 as a result of the
renewal of annual mining and surface rights leases. Development costs capitalized to mineral properties will only
increase significantly once the Company’s financing plan is in place and the Company commences construction of
the Kami Project.

Property, plant and equipment

As of June 30, 2019, property, plant and equipment consisted of the carrying value of construction in progress in
the amount of $16,162,254 (December 31, 2018 - $16,162,254) pertaining to advances paid or accrued on
equipment for the Kami Project, a right of use asset for commercial real estate in the amount of $115,251 (December
31, 2018 - $nil) and computer and office equipment in the amount of $1,677 (December 31, 2018 - $2,180).

During the six month period ended June 30, 2019, the balance of property, plant and equipment increased by
$114,748 as a result of the Company’s adoption of IFRS 16 and the recognition of a right of use asset in the amount
of $141,847 with respect to commercial real estate. The increase was partially offset by depreciation recorded in
the amount of $27,099 of which $26,596 relates to the right of use asset and $503 relates to computer and office
equipment.

Payables and accrued liabilities

Payables and accrued liabilities decreased by $304,751 during the six month period ended June 30, 2019 which is
explained by decreases in accrued equipment purchases ($213,833) due to the impact of foreign exchange, and
trade accounts payable ($21,027) and accrued legal and professional expenses ($80,904) due to the timing of
payments to third parties. These decreases were partially offset by increases in accrued development and project
maintenance costs ($3,390) and accrued salaries and benefits ($6,731), and other accrued liabilities ($892) with
respect to services incurred during the six month period ended June 30, 2019.

Due to related parties

As of June 30, 2019, amounts due to related parties decreased by $86,484 compared to the balance as of December
31, 2018 and are detailed in “Related party transactions” below.
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Loan facility

During the year ended December 31, 2018, The Kami LP, together with Alderon as guarantor, and Sprott Private
Resource Lending (Collector), LP (“Sprott”) executed a credit agreement with respect to a non-revolving loan facility
in the amount of US$14,000,000 (the “Loan Facility”). The Loan Facility is secured with a mortgage over the Kami
Project and accrues interest at a rate of 10% per annum, payable monthly. The Loan Facility requires the Company
and The Kami LP to maintain certain consolidated working capital requirements. The maturity date of the Loan
Facility is December 31, 2019 which may be extended to June 30, 2020 if certain conditions are met, including the
issuance of common shares of the Company for additional consideration of US$350,000. The Loan Facility is non-
revolving, and any repayment under the Loan Facility cannot be reborrowed. The Kami LP may repay the
outstanding balance of the Loan Facility, in whole or in part, at any time before maturity, provided that the equivalent
of not less than US$1,400,000 of interest is paid on the Loan Facility.

As of June 30, 2019, the balance of the Loan Facility was $17,560,628 (December 31, 2018 - $17,594,412). The
decrease in the balance of the Loan Facility in the amount of $33,784 during the six month period ended June 30,
2019 is explained by a cumulative foreign exchange gain on revaluation of the Loan Facility in the amount of
$729,937, net of accretion recorded in the amount of $696,153.

During the three and six month periods ended June 30, 2019, the Company paid interest in the amounts of $474,261
and $940,230, respectively, recorded accretion expense in the amounts of $359,221 and $696,153, respectively,
and recorded a cumulative foreign exchange gain on revaluation of the Loan Facility in the amounts of $371,389
and $729,937, respectively.

Lease liability
On January 1, 2019, the Company adopted IFRS 16 and recognized a lease liability in the amount of $141,847
which was measured at the present value of future lease payments discounted using the Company’s incremental

borrowing rate of 10%. The Company elected to measure the related right of use asset equal to the lease liability.

During the three and six month periods ended June 30, 2019, the Company paid interest in the amounts of $2,895
and $6,075, respectively, and paid principal in the amounts of $12,105 and $23,925, respectively.

Equity attributable to owners of the parent

Equity attributable to owners of the parent decreased by $2,378,683 during the six month period ended June 30,
2019 due to the net loss and comprehensive loss attributable to the parent for the period ($2,539,272) and share
issue costs paid ($2,933). These amounts were partially offset by share-based compensation recorded ($163,522)
during the six month period ended June 30, 2019.

No distributions or cash dividends were made or declared during the six month period ended June 30, 2019.
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Non-controlling interest

Non-controlling interest represents HBIS Group’s 25% interest in the equity of the Company’s less than wholly-
owned affiliate, The Kami LP, and is classified as a separate component of equity. On initial recognition, non-
controlling interest, which represented HBIS Group’s $119.9 million contribution into The Kami LP, was measured
at fair value.

Changes in the Company’s ownership interest in The Kami LP that do not result in a loss of control are recorded as
equity transactions. The carrying amount of non-controlling interest increased by $146,802 during the six month
period ended June 30, 2019, as this represented 25% of the net income and comprehensive income earned by The
Kami LP as a stand alone entity.

Liquidity and capital resources

Consolidated statements of cash flows information

As of June 30, 2019, the Company had cash and cash equivalents of $3,152,236 compared to $6,033,848 as of
December 31, 2018, and a working capital deficit (total current assets less total current liabilities) of $22,760,461
compared to $20,305,248 as of December 31, 2018.

The increase in working capital deficit in the amount of $2,455,213 during the six month period ended June 30,
2019 is primarily due to the decrease in cash and equivalents. Refer to “Consolidated statements of financial
position information” for further discussion of account balance changes during the six month period ended June 30,
2019.

A summary of cash flows by activity is summarized below.

Three month periods ended Six month periods ended
June 30, June 30,
2019 2018 2019 2018
$ $ $ $
Net cash used in operating activities (868,316) (1,042,673) (1,719,837) (1,808,062)
Net cash used in investing activities - (3,019) (188,612) (188,813)
Net cash used in financing activities (489,261) (7,149,334) (973,163) (7,149,334)
Net change in cash and cash equivalents (1,357,577) (8,195,026) (2,881,612) (9,146,209)
Cash and cash equivalents at the beginning of the period 4,509,813 13,888,952 6,033,848 14,840,135
Cash and cash equivalents at the end of the period 3,152,236 5,693,926 3,152,236 5,693,926

Cash used in operating activities represents net loss and excludes the impact of any non-cash transactions, such
as the recording of accretion, share-based compensation costs, depreciation, and certain gains and losses.
Additionally, net cash used in operating activities reflects any changes in components of working capital, such as
receivables and payables, which fluctuate in a manner that does not necessarily reflect predictable patterns for the
overall use of cash, the generation of which depends almost entirely on sources of external financing to fund our
evaluation and development initiatives and other expenses.
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Cash used in investing activities represents cash development costs that have been capitalized and changes in
short-term investments. During the three and six month periods ended June 30, 2019, the Company incurred
additions to minerals properties in the amounts of $nil (2018 - $nil) and $175,096 (2018 - $175,096), respectively,
reinvested interest income earned in the amounts of $nil (2018 - $nil) and $13,516 (2018 - $10,698), respectively,
and purchased equipment in the amounts of $nil (2018 - $3,019) and $nil (2018 - $3,019), respectively.

Cash used in financing activities reflects activities with respect to debt and equity transactions. During the three
and six month periods ended June 30, 2019, the Company paid interest on the Loan Facility in the amounts of
$474,261 and $940,230, respectively, made lease payments in the amounts of $15,000 and $30,000, respectively,
and incurred share issue costs in the amounts of $nil and $2,933, respectively. During the three and six month
periods ended June 30, 2018, the Company paid interest and principal on convertible debt in the amounts of
$887,030 and $6,232,304, respectively, and incurred transaction costs with respect to convertible debt in the
amount of $30,000.

As at June 30, 2019, $2,292,647 of cash and $1,014,765 in short-term investments are held by The Kami LP, relate
to the remaining funds received from the Loan Facility, and are not attributable to the Initial Investment. The Loan
Facility requires certain consolidated working capital and other conditions to be maintained by the Company and
The Kami LP. The Company will need to obtain additional financing in the near term. See also “Financial instruments
and risk management — Liquidity risk” and “Risk factors”.

To date, the Company has not recorded any revenues from operations, has no source of operating cash flow and
no assurance that additional funding will be available to it for further development of the Kami Project. The Company
does not have financial resources sufficient to cover all of its commitments for the coming year, which include
amounts payable and accrued liabilities as at June 30, 2019, necessary general and administrative costs through
the next twelve months, interest payments on outstanding debt, and contractual obligations in relation to anticipated
equipment payments.

Pursuant to a credit agreement with Sprott with respect to the Loan Facility in the amount of US$14,000,000, the
principal balance becomes due on December 31, 2019. Any failure to meet any of the payment obligations under
the Loan Facility, or otherwise adhere to the covenants therein or fulfill the other obligations thereunder, may trigger
an event of default and a demand for full immediate repayment of all amounts outstanding under the Loan Facility.
In particular, unless the Company completes additional financing and/or an amendment to the Loan Facility, the
Company anticipates being unable to meet the consolidated working capital covenant during the fourth quarter of
the year ending December 31, 2019 which would result in a default event. Should a default event occur, amounts
under the Loan Facility may become due immediately. If the Company is unable to repay all amounts outstanding
under the Loan Facility, Sprott may realize on its security and the Company could lose its interest in the Kami
Project. The Company does not currently have sufficient funds to repay all amounts outstanding with respect to the
Loan Facility and it continues to work to identify additional sources of financing to satisfy such obligations. Refer to
“Corporate activities” and “Outlook” for additional information with respect to the Company'’s financing strategy.

The Company currently does not have sufficient financial resources to cover all of its originally planned commitments
and as a result, it has split its purchase orders for equipment into two phases, engineering and manufacturing.
Advances for engineering have been paid in full while commitments for manufacturing, estimated at $30.3 million,
and fabrication remain contingent upon the Company issuing to its suppliers a notice to proceed following successful
completion of its financing plan.
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In addition, the Company is committed to paying its amounts payable, of which certain amounts therein become
due once financing is obtained. Necessary general and administrative costs are projected at approximately $3.2
million over the next twelve months, including key management personnel ($1.2 million), audit, tax, legal and other
professional services ($0.3 million), Kami Project initiatives and maintenance ($1.0 million) and other corporate and
regulatory costs ($0.7 million). In addition, the principal balance of the Loan Facility in the amount of US$14.0
million becomes due on December 31, 2019 and requires monthly cash interest payments at a rate of 10% per
annum.

Despite the actions taken by the Company, these conditions and events indicate material uncertainties that may
cast significant doubt upon the Company’s ability to continue as a going concern. The Company is seeking to
arrange the necessary funds in order to cover its obligations and commitments. While the Company has been
successful in the past in obtaining necessary funds on terms acceptable to the Company, there is no assurance
that such funds will be available in the future. The Company continues to advance all of the elements of its financing
plan, including debt and equity. If management is unable to obtain new funding, the Company may be unable to
continue its operations, and amounts realized for assets might be less than amounts reflected in the consolidated
financial statements.

The Company does not currently have sufficient resources to fund the construction of the Kami Project. As
discussed in the “Outlook” and “Corporate activities” sections, in order to obtain the necessary funds the Company
is pursuing a financing strategy based on a combination of a senior debt facility, other debt options, equipment
financing and equity. The Company will not be able to commence the construction of the Kami Project until the
funds are obtained.

Outstanding share data

As of August 7, 2019, there were 139,353,486 common shares issued and outstanding, 5,860,000 stock options
outstanding and 900,000 compensation options outstanding.

Related party transactions

A related party is any person, including close members of that person’s family, or entity that has significant influence
over the Company. Related parties also include members of our key management personnel - namely, those
persons having authority and responsibility for planning, directing and controlling the activities of the Company,
directly or indirectly, including any director (whether executive or otherwise) of the Company. Significant influence
is the power to participate in the financial and operating policy decisions of an entity, but is not control over those
policies. Significant influence may be gained by share ownership, statute or agreement. A transaction is considered
to be a related party transaction when there is a transfer of resources or obligations between related parties.

Key management personnel

Key management personnel include those persons having authority and responsibility for planning, directing and
controlling the activities of the Company as a whole. The Company has determined that key management personnel
consists of executive and non-executive members of the Company’s Board of Directors, corporate officers, including
the Company’s Chief Executive Officer and Chief Financial Officer, as well as any Vice Presidents reporting directly
to a Corporate Executive Board member or officer, acting in that capacity.
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Remuneration attributed to key management personnel can be summarized as follows:

Three month periods ended Six month periods ended
June 30, June 30,
2019 2018 2019 2018

$ $ $ $
Short-term benefits* 266,585 288,110 607,029 544,237
Share-based and deferred share unit
compensation 40,082 40,099 163,522 610,672

306,667 328,209 770,551 1,154,909

*include base salaries, pursuant to contractual employment or consultancy arrangements, directors’ fees and other non-post-retirement benefits.

Other related parties

Altius: Altius is a significant shareholder of the Company and participated in the Loan Facility by providing one-
seventh of the principal amount. In accordance with the Loan Facility, the Company pays one-seventh of interest
accrued on the Loan Facility to Altius. Altius received 687,290 common shares of the Company on closing of the
Loan Facility.

GN Consulting Services Inc. (“GN_Consulting”): GN Consulting is an entity that is owned by Gary Norris, the
Executive Vice President of Government & Community Affairs of the Company, and provides consulting services.
The fees for these services are consistent with the Company’s compensation policies for other management
personnel.

HBIS International Holding (Canada) Co., Ltd (“HBIS"): HBIS is a subsidiary of HBIS Group, a significant
shareholder of the Company and a 25% owner of The Kami LP. Under the terms of the definitive agreements
governing the strategic partnership between HBIS Group, HBIS and the Company, HBIS has the right to appoint
two people to the management of The Kami LP. HBIS has nominated two individuals to act as Vice President,
Finance & Procurement (China) and Vice President, Strategy & Development. These individuals provide
management services to The Kami LP in these roles and HBIS is paid a fee for the provision of these individuals to
provide these services. The fees for these services are consistent with the Company’s compensation policies for
other management personnel.

King & Bay West Management Corp. (“King & Bay"): King & Bay is an entity that is owned by Mark Morabito, the
Non-Executive Chairman of the Company’s Board of Directors. King & Bay provides certain administrative,
management, legal and regulatory, finance, corporate development, information technology support and corporate
communications services to the Company. These services are provided to the Company on an as-needed basis
and are billed based on the cost or value of the services provided to the Company based on rates that are consistent
with what King & Bay charges to arms’ length third parties. The amount set out in the table below represents
amounts paid to King & Bay for the services of King & Bay personnel and for overhead and third party costs incurred
by King & Bay on behalf of the Company.
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Liberty: Liberty was a significant shareholder of the Company and provided the Company with financing for which
the Company paid interest. As of June 30, 2019, Liberty is no longer a shareholder of the Company.

Transactions entered into with related parties, other than key management personnel and not otherwise disclosed,
include the following:

Three month periods ended Six month periods ended
June 30, June 30,
2019 2018 2019 2018
$ $ $ $
King & Bay 78,310 161,964 186,920 311,713
HBIS 80,004 80,004 160,008 160,008
158,314 241,968 346,928 471,721

Transactions with related parties, are described above, were for services rendered to the Company in the normal
course of operations, and were measured based on the consideration established and agreed to by the related
parties. All services were made on terms equivalent to those that prevail with arm’s length transactions.

Amounts owed to related parties, not otherwise disclosed, are summarized below.

As of June 30, As of December 31,
2019 2018
$ $
HBIS 256,680 256,680
King & Bay 57,191 50,527
GN Consulting 2,306 -
Accrued short-term benefits - 05,454
316,177 402,661

The amounts payable to related parties are non-interest bearing, unsecured, and have no fixed terms for payment.
Commitments and contingencies

In connection with the 2010 purchase from Altius of the Kami Property, Alderon committed to paying Altius a 3%
gross royalty on iron ore concentrate that is generated from the Kami Project.

In connection with the Strategic Investment, HBIS Group agreed to purchase, upon the commencement of
commercial production, 60% of the actual annual production from the Kami Project up to a maximum of 4.8 million
tonnes of the first 8.0 million tonnes of iron ore concentrate produced annually at the Kami Project. The price paid
by HBIS Group will be based on the Platts Iron Ore Index (“Platts Price”), including additional quoted premium for
iron content greater than 62%, less a discount equal to 5% of such quoted price. HBIS Group also will have the
option to purchase additional tonnages at a price equal to the Platts Price, without any such discount.
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On July 29, 2014, The Kami LP entered into an off-take agreement (the “Glencore Agreement”) with a subsidiary of
Glencore plc (“Glencore”), with respect to an off-take transaction pursuant to which Glencore will acquire all of actual
annual production from the Kami Project that has not been allocated to HBIS Group. Under the terms of the Glencore
Agreement, Glencore will be obligated to purchase upon the commencement of commercial production, 40% of the
actual annual production from the Kami Project up to a maximum of 3.2 million tonnes of the first 8.0 million tonnes
of iron ore concentrate produced annually at the Kami Project. The term of the Glencore Agreement will continue
until The Kami LP has delivered 48.0 million tonnes of iron ore concentrate to Glencore, which is expected to be 15
years after the commencement of commercial production. The market price paid by Glencore will be based on the
Platts Price, including additional quoted premium for iron content greater than 62%, less a discount equal to 2% of
such quoted price.

As discussed above, as part of Alderon’s strategy to source the long-lead mining and processing equipment in
sufficient time to adhere to the Kami Project’s schedule, the Company has negotiated contracts with suppliers in
relation to the purchase of equipment. As of June 30, 2019, payments of $30,448,000 remain to be paid on the
equipment for contracts entered into and approximately $30,265,000 of this amount is contingent on confirmation
by the Company of notice to proceed with fabrication of this equipment.

Including the commitments and contractual obligations discussed above, the Company has the following known
commitments as of June 30, 2019:
Payments due in:

Less than 1to3 3to5 More than
Total 1 year years years S years
$ $ $ $ $
Equipment () 30,447,800 - 30,447,800
Loan Facility @ 19,184,670 19,184,670 -
Lease obligations 136,552 66,552 70,000
Totals 49,769,022 19,251,222 30,517,800

(1) Approximately $30.3 million of this amount is contingent on confirmation by the Company of notice to proceed with fabrication of this
equipment.
(2)The loan facility is denominated in US dollars. Amounts have been translated based on an exchange rate of CAD$1.00 = US$0.7670.

Off-balance sheet arrangements

As of June 30, 2019, the Company did not have any off-balance sheet arrangements.

Significant accounting policies and critical accounting estimates and judgments

Significant accounting policies

The accounting policies disclosed in the notes to the annual consolidated financial statements of the Company for

the year ended December 31, 2018 have been applied consistently to all periods presented in the accompanying
condensed interim consolidated financial statements, except as outlined below.
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Leases

Effective January 1, 2019, the Company adopted IFRS 16, Leases retrospectively, with the cumulative effect of
initially applying the standard as an adjustment to retained earnings and no restatement of comparative information.
The Company elected to measure its right of use asset at the amount equal to the associated lease liability; as
such, the adjustment to retained earnings was $nil. Upon adoption, the Company elected to apply the available
exemptions as permitted by IFRS 16 to recognize a lease expense on a straight line basis for short term leases
(lease term of 12 months or less) and low value assets. The Company also elected to apply the practical expedient
whereby leases whose term ends within 12 months of the date of initial application would be accounted for in the
same way as short term leases. Upon adoption of IFRS 16, the Company recognized an additional right of use
asset and lease liability related to commercial real estate in the amount of $141,847. From January 1, 2019, the
Company recognizes depreciation expense on the right of use asset and interest expense on lease liabilities with
lease payments recorded as a reduction of the lease liability. Prior to the adoption of IFRS 16, lease payments
were recorded as expenses in the consolidated statements of comprehensive loss. The adoption of IFRS 16 has
not had a significant impact on earnings. Further information on the adoption of IFRS 16, right of use asset and
lease liability are disclosed in the notes to the accompanying condensed interim consolidated financial statements.

Critical accounting estimates and judgments

The preparation of the Company’s condensed interim consolidated financial statements in accordance with I1AS 34
requires management to make estimates about and apply assumptions to future events and other matters that affect
the reported amounts of the Company’s assets, liabilities, expenses and related disclosures. Assumptions and
estimates are based on historical experience, expectations, current trends and other factors that management
believes to be relevant at the time at which the Company’s condensed interim consolidated financial statements are
prepared. Management reviews, on a regular basis, the Company’s accounting policies, assumptions and estimates
in order to ensure that the condensed interim consolidated financial statements are presented fairly and in
accordance with 1AS 34.

Critical accounting estimates are those that have a significant risk of causing material adjustment and are often
applied to matters or outcomes that are inherently uncertain and subject to change. As such, management cautions
that future events often vary from forecasts and expectations and that estimates routinely require adjustment. The
significant judgments made by the Company in applying accounting policies and the key sources of estimation
uncertainty were the same as those that applied to the annual consolidated financial statements of the Company
for the year ended December 31, 2018.

Capital disclosures

The Company’s capital structure currently consists of equity and debt financing to provide for: development and
other Kami Project activities; general and administrative expenses; working capital; and capital expenditures.

Management regularly monitors the Company’s capital structure and makes adjustments thereto based on funds
available to the Company for the acquisition, exploration and development of mineral properties. The Board of
Directors has not established quantitative return on capital criteria for capital management, but rather relies upon
the expertise of the management team to sustain the future development of the business.
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The properties in which the Company currently has an interest are in the development stage, and the Company
does not generate any revenue. Accordingly, the Company is dependent upon sources of external financing to fund
both the Kami Project and its other costs. While the Company endeavors to minimize dilution to its shareholders,
management has in the past engaged in dilutive financial transactions, such as private placements, and may engage
in dilutive arrangements in the near term.

The Company’s policy on dividends is to retain cash to keep funds available to finance the activities required to
advance the Company’s Kami Project. The Loan Facility requires certain consolidated working capital and other
conditions to be maintained by the Company and The Kami LP. As previously disclosed, the Company will need to
obtain additional financing in the near term to avoid a default event under the terms of the Loan Facility.

Financial instruments and risk management

As of June 30, 2019, financial instruments are comprised of cash and cash equivalents, short-term investments,
receivables, payables and accrued liabilities, amounts due to related parties, Loan Facility and lease liability.

The carrying values of the Company’s cash and cash equivalents, short-term investments, receivables, payables
and accrued liabilities and amounts due to related parties approximate their fair values due to their short-term
maturities or to the prevailing interest rates of the related instruments, which are comparable to those of the market.
As of June 30, 2019, the determination of the fair values of the Loan Facility and lease liability are based on a
discounted cash flow model using an interest rate of 10%, which reflects the Company’s current rate of borrowing.

The fair values of the Company’s financial assets and liabilities, together with the carrying values included in the
condensed interim consolidated statements of financial position, as of June 30, 2019 are presented below. In the
following tables, receivables exclude sales and other tax credits.

As of June 30, 2019 Carrying value Fair value
$ $
Financial assets
Cash and cash equivalents 3,152,236 3,152,236
Short-term investments 1,014,765 1,014,765
Receivables 5,407 5,407
Financial liabilities
Payables and accrued liabilities (9,110,631) (9,110,631)
Due to related parties (316,177) (316,177)
Loan facility (17,560,628) (17,947,273)
Lease liability (117,922) (117,922)

(22,932,950) (23,319,595)

The Company is exposed in varying degrees to certain risks arising from financial instruments, as discussed below.
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Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial liabilities
that are settled by delivering cash or another financial asset.

As discussed above, the Company’s capital management objectives include working to ensure that the Company
has sufficient liquidity to fund Company activities that are directly and indirectly related to the advancement of the
Kami Project.

The Company endeavors to ensure that it will have sufficient liquidity in order to meet short to medium-term business
requirements and all financial obligations as those obligations become due. Historically, sufficient liquidity has been
provided predominantly through external financing initiatives, including strategic, traditional and flow-through private
placements to investors and institutions. The Company does not currently have sufficient resources to fund the
construction of the Kami Project. Alderon is actively engaged in discussions to raise the necessary capital to meet
its funding requirements for the Kami Project and repay the Loan Facility, including debt and equity financing. The
Company will continue to rely upon sources of external financing in future periods until such time as commercial
production commences. There is no assurance that financing of sufficient amounts or on terms acceptable to the
Company will be available.

Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing
to discharge an obligation.

The Company'’s receivables include sales tax credits due from Canadian federal and provincial tax agencies and
interest receivable from high-credit quality Canadian financial institutions. Additionally, the Company’s cash and
cash equivalents and short-term investments are held in deposit at high-credit quality Canadian financial institutions.
As a result, management considers the risk of non-performance related to accounts receivable, cash and cash
equivalents and short-term investments to be minimal.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates.

Fluctuations of market interest rates have little impact on the Company’s financial results since the Company does
not have variable rate debt as of June 30, 2019. Changes in market interest rates do not have an impact on interest
expense related to the Loan Facility because the rate of the Loan Facility is fixed.

Currency risk

Currency risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of
changes in foreign exchange rates.

The Company is exposed to foreign exchange risk relating to financial instruments that are denominated in US
dollars, including cash and cash equivalents, payables and accrued liabilities and the Loan Facility.

22



ALDERON

IRON ORE CORP

(A Development-Stage Company)
Management’s Discussion and Analysis
For the six month period ended June 30, 2019

A 10% increase in the value of the US dollar versus the Canadian dollar would affect the consolidated net loss and
comprehensive loss of the Company by approximately $2.1 million. The Company has not hedged its exposure to
fluctuations in the US dollar.

Risk factors

The exploration of mineral deposits involves significant risks and uncertainties, which even a combination of careful
evaluation, experience and knowledge may not eliminate. A comprehensive list of risk factors relating to our
business is provided under the heading, “Risk factors”, in the Company’s Annual Report for the year ended
December 31, 2018, which is available on SEDAR, at www.sedar.com. Certain of the more prominent risk factors
that may materially affect the Company’s future performance, in addition to those referred to above, are listed
hereunder.

Risks associated with secured debt.

The Company'’s obligations under the Loan Facility are secured against the Kami Project. Any failure to meet any
of the payment obligations under the Loan Facility, or otherwise adhere to the covenants therein or fulfill the other
obligations thereunder, may trigger an event of default and a demand for full immediate repayment of all amounts
outstanding under the Loan Facility. In particular, unless the Company completes additional financing and/or an
amendment to the Loan Facility, the Company anticipates being unable to meet the consolidated working capital
covenant during the fourth quarter of the year ending December 31, 2019 which would result in a default event.
Should a default event occur, amounts under the Loan Facility may become due immediately. If the Company is
unable to repay all amounts outstanding under the Loan Facility, Sprott may realize on its security and the Company
could lose its interest in the Kami Project. The Company does not currently have sufficient funds to repay all
amounts outstanding with respect to the Loan Facility and it continues to work to identify additional sources of
financing to satisfy such obligations.

Alderon depends on a single mineral project.

The Kami Property accounts for all of Alderon’'s mineral resources and exclusively represents the current potential
for the future generation of revenue. Mineral exploration and development involves a high degree of risk that even
a combination of careful evaluation, experience and knowledge cannot eliminate and few properties that are
explored are ultimately developed into producing mines. Any adverse development affecting the Kami Property will
have a material adverse effect on our business, prospects, financial position, results of operations and cash flows.

The successful start of mining operations at, and the development of, the Kami Project into a commercially viable
mine cannot be assured.

Development of mineral properties involves a high degree of risk and few properties that are explored are ultimately
developed into producing mines. The commercial viability of a mineral deposit is dependent upon a number of
factors which are beyond Alderon’s control, including the attributes of the deposit, commodity prices, government
policies and regulation and environmental protection. Fluctuations in the market prices of minerals may render
resources and deposits containing relatively lower grades of mineralization uneconomic.
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There are numerous activities that need to be completed in order to successfully commence development and
production at the Kami Project, including, without limitation: optimizing the mine plan; recruiting and training
personnel; having available funds to finance construction and development activities; avoiding potential increases
in costs; negotiating contracts for railway transportation and port loading and handling; updating, renewing and
obtaining, as required, all necessary permits, including, without limitation, environmental permits; and handling any
other infrastructure issues. There is no certainty that we will be able to successfully complete these activities, since
most of these activities require significant lead times, and we will be required to manage and advance these activities
concurrently in order to begin production. A failure or delay in the completion of any one of these activities may
delay production, possibly indefinitely, at the Kami Project and would have a material adverse effect on our business,
prospects, financial position, results of operations and cash flows.

As such, there can be no assurance that Alderon will be able to complete development of the Kami Project at all,
on time or in accordance with any budgets due to, among other things, the delivery and installation of plant and
equipment and cost overruns, or that the current personnel, systems, procedures and controls will be adequate to
support operations. Failure to successfully complete these events as expected would have a material adverse effect
on our business, prospects, financial position, results of operations and cash flows.

There is no assurance that Alderon will ever achieve production or that the Company will ever be profitable if
production is achieved.

Alderon currently relies on only two customers for 100% of its expected iron ore concentrate production.

Alderon currently relies on two significant customers for 100% of the Alderon expected output of 8 Mt of iron ore
concentrate annually once the commencement of commercial production occurs. Alderon has entered into the Off-
Take Agreement with HBIS Group, a related party who owns 25% of The Kami LP and 18.7% of the Company’s
common shares. As part of this agreement, upon the commencement of commercial production, HBIS Group is
obligated to purchase 60% of the actual annual production from the Kami Property, up to a maximum of 4.8 Mt of
the first 8.0 Mt of iron ore concentrate produced annually at the Kami Property. In addition, the Company entered
into the Glencore Agreement with respect to an off-take transaction pursuant to which Glencore will acquire all of
actual annual production from the Kami Project that has not been allocated to HBIS Group. As noted above,
Glencore will be obligated to purchase upon the commencement of commercial production, 40% of the actual annual
production from the Kami Project up to a maximum of 3.2 million tonnes of the first 8.0 million tonnes of iron ore
concentrate produced annually at the Kami Project.

As a result of reliance on these two customers for the entirety of Alderon’s iron ore production, Alderon could be
subject to adverse consequences if HBIS Group or Glencore breach their purchase commitments.
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Titles and other rights to the Kami Property cannot be guaranteed and may be subject to prior unregistered
agreements, transfers or claims and other defects.

Alderon cannot guarantee that title to the Kami Property will not be challenged. Alderon may not have, or may not
be able to obtain, all necessary surface rights to develop the Kami Property. Title insurance generally is not available
for mineral properties, and our ability to ensure that we have obtained secure claim to individual mineral properties
or mining concessions comprising the Kami Property may be severely constrained. The Kami Property may be
subject to prior unregistered agreements, transfers or claims, and title may be affected by, among other things,
undetected defects. We have not conducted surveys of all of the claims in which we hold direct or indirect interests.
A successful challenge to the precise area and location of these claims could result in our being unable to operate
on all or part of the Kami Property as permitted or being unable to enforce our rights with respect to all or part of the
Kami Property. This could result in Alderon not being compensated for its prior expenditures relating to the property.
In addition, Alderon's ability to continue to explore and develop the property may be subject to agreements with
other third parties including agreements with aboriginal groups. For instance, Alderon has concluded agreements
with the Innu Nation of Labrador and the NunatuKavut pursuant to which these groups will provide their support for
the Kami Project in return for certain benefits.

Alderon needs to enter into contracts with external service providers.

Mining, processing, development and exploration activities depend, to one degree or another, on adequate
infrastructure. In order to develop a mine at the Kami Project, we will need to negotiate and conclude various
agreements with external service providers for rail transportation and port loading and handling, and these are
important determinants that affect capital and operating costs. The inability to conclude any such agreements could
have a material adverse effect on the Company'’s financial position, results of operations and cash flows and render
the development of a mine on the Kami Project unviable.

Alderon's activities are subject to environmental laws and regulations that may increase Alderon's costs of doing
business and restrict the Company’s operations.

All of our exploration, potential development and production activities in Canada are subject to regulation by
governmental agencies under various environmental laws, including with respect to air emissions, discharges into
water, management of waste, management of hazardous substances, protection of natural resources, antiquities
and endangered species and reclamation of lands disturbed by mining operations. Compliance with environmental
laws and regulations may require significant capital outlays on behalf of Alderon and may cause material changes
or delays in our intended activities. There can be no assurance that future changes in environmental regulations
will not adversely affect our business, and it is possible that future changes in these laws or regulations could have
a significant adverse impact on some portion of our business, causing us to re-evaluate those activities at that time.
Failure to comply with applicable environmental laws, regulations and permitting requirements may result in
enforcement actions thereunder, including orders issued by regulator or judicial authorities, causing operations to
cease or to be curtailed, and may include corrective measures requiring capital expenditures, installation of
additional equipment or remedial actions.

The Newfoundland and Labrador Environmental Assessment Release is valid only by annual extension until
January 2020. By this date, The Kami LP must start construction, request Ministerial exemption or risk the
requirement for a new assessment either in full or under an abridged methodology. There is no legislated deadline
for the start of construction with respect to the Federal Environmental Assessment Release.
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Alderon may experience difficulty attracting and retaining qualified management and technical personnel to meet
the needs of its anticipated growth.

We are dependent on the services of key executives, including our Non-Executive Chairman and Chief Executive
Officer, Chief Financial Officer and other highly skilled and experienced executives and personnel focused on
managing Alderon's interests and the advancement of the Kami Property and on identifying new opportunities for
growth and funding. Due to our relatively small size, the loss of these persons or our inability to attract and retain
additional highly skilled employees, on a timely basis or at all, required for the development of our activities may
have a material adverse effect on our business or future operations.

We also anticipate that, as we bring the Kami Project into production and, where appropriate, acquire additional
mineral rights, we will experience significant growth in our operations. We expect this growth to create new positions
and responsibilities for management and technical personnel and to increase demands on our operating and
financial systems. There can be no assurance that we will successfully meet these demands and effectively attract
and retain additional qualified personnel to manage our anticipated growth. The failure to attract such qualified
personnel to manage growth would have a material adverse effect on our business, financial position, results of
operations and cash flows.

The Company does not have financial resources sufficient to cover all of its commitments for the coming year,
therefore, material uncertainties exist that may cast significant doubt upon the Company's ability to continue as a
going concern.

Alderon currently has limited financial resources, no cash inflows from production and negative operating cash
flows. Although Alderon has completed the engineering work required to commence construction at the Kami
Project, the commencement of construction of the Kami Project is subject to the completion of the Company’s
financing plan.

The Company does not have financial resources sufficient to cover all of its commitments for the coming year and
must secure sufficient funding to meet its existing commitments. In addition, further development and exploration of
the Kami Property depends upon Alderon's ability to obtain financing through strategic partnerships, equity or debt
financings, production-sharing arrangements or other dilutive or non-dilutive means. There is no assurance that
Alderon will be successful in obtaining required financing on acceptable terms, or at all. If Alderon is unable to obtain
additional financing it may consider other options, such as (i) selling assets, (i) selling equity, or (iii) selling interests
in the Kami Property. If Alderon raises additional funding by issuing additional equity securities or other securities
that are convertible into equity securities, such financings may substantially dilute the interest of existing or future
shareholders. Sales or issuances of a substantial number of securities, or the perception that such sales could
occur, may adversely affect the prevailing market price of Alderon's common shares. With any additional sale or
issuance of equity securities, investors will suffer dilution of their voting power and may experience dilution in
earnings per share. Failure to obtain additional financing could result in an indefinite postponement of further
exploration and development of the Kami Property and will have a material adverse effect on Alderon's business,
prospects, financial position, results of operations and cash flows.
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Alderon is pursuing a financing strategy for the Kami Project that includes obtaining a senior debt facility to complete
the construction and start-up of the Kami Project. The completion of the financing plan has taken longer than
anticipated. There can be no assurance that Alderon will receive commitments from lenders for a senior debt facility
or that Alderon will be able to negotiate binding agreements with respect to a senior debt facility. There can be no
assurance that the Company will successfully conclude a senior debt facility or any of its financing strategy. These
conditions and events indicate material uncertainties that may cast significant doubt upon the Company's ability to
continue as a going concern. The failure of Alderon to enter into the senior debt facility on reasonable terms, or at
all, could delay construction and start-up of the Kami Project. The Company may be unable to continue its
operations, which would have a material adverse effect on Alderon's business, financial position, results of
operations and cash flows.

If the going concern assumption was not appropriate, adjustments to the carrying value of assets and liabilities,
reported expenses and consolidated statement of financial position classifications would be necessary. Such
adjustments could be material.

Alderon has a history of losses and expects to incur losses for the foreseeable future.

Alderon has incurred losses since its inception and expects to incur losses for the foreseeable future. We expect to
continue to incur losses unless and until such time as the Kami Project enters into commercial production and
generates sufficient revenues to fund continuing operations. The development of the Kami Project will require the
commitment of substantial financial resources. The amount and timing of expenditures will depend on a number of
factors, including the progress of ongoing exploration, evaluation and development, the results of consultant
analysis and recommendations, the rate at which operating losses are incurred, the execution of any agreements
with strategic partners and our acquisition of additional properties. Some of these factors are beyond our control.
There can be no assurance that Alderon will ever achieve profitability.

Our securities are subject to price volatility.

In recent years, the securities markets in the United States and Canada have experienced a high level of price and
volume volatility, and the market prices of securities of many companies have experienced wide fluctuations that
have not been necessarily related to the operating performance, underlying asset values or prospects of such
companies. There can be no assurance that fluctuations in our share price will not occur. It may be anticipated that
any quoted market for our common shares will be subject to market trends generally, notwithstanding any potential
success in creating revenues, cash flows or earnings. The value of our common shares will be affected by such
volatility.

Subsequent events
The following reportable events occurred subsequent to the six month period ended June 30, 2019:

e OnJuly 3, 2019, the Company issued 300,000 common shares for cash proceeds in the amount of $45,000
pursuant to the exercise of 300,000 stock options with an exercise price of $0.15.

e  OnJuly 3,2019, the Company issued 649,690 common shares pursuant to the redemption of 649,690 DSUs
by a former director.
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Internal control over financial reporting

During the six month period ended June 30, 2019, there were no changes in the Company’s internal control over
financial reporting that have materially affected, or are reasonably likely to materially affect, the Company’s internal
control over financial reporting.

Additional information

Additional information relating to the Company, including the Company’'s Annual Report for the year ended
December 31, 2018 is available on SEDAR at www.sedar.com.

Approval

The Board of Directors of Alderon Iron Ore Corp. has approved the information and disclosures contained in this
MD&A.
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