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Introduction

The following management’s discussion and analysis (“MD&A”") of the financial condition and results of
operations of Galway Resources Ltd. (A Development Stage Company) (“Galway” or the “Company”)
constitutes management’s review of the factors that affected the Company’s financial and operating
performance for the three months ended March 31, 2010. This MD&A has been prepared in compliance
with the requirements of National Instrument 51-102 — Continuous Disclosure Obligations. This
discussion should be read in conjunction with the audited annual consolidated financial statements of the
Company for the year ended December 31, 2009, as well as the unaudited interim consolidated financial
statements for the three months ended March 31, 2010, together with the notes thereto. Results are
reported in United States dollars, unless otherwise noted. The unaudited interim consolidated financial
statements have been prepared in accordance with Canadian generally accepted accounting principles
(“Canadian GAAP”) for interim financial reporting and, accordingly, do not include all of the information
and notes required by Canadian GAAP for annual financial statements. In the opinion of management, all
adjustments (which consist only of normal recurring adjustments) considered necessary for a fair
presentation have been included. The results for the interim periods presented are not necessarily
indicative of the results that may be expected for any future period. Information contained herein is
presented as at May 31, 2010, unless otherwise indicated.

For the purposes of preparing this MD&A, management, in conjunction with the Board of Directors,
considers the materiality of information. Information is considered material if: (i) such information results in,
or would reasonably be expected to result in, a significant change in the market price or value of Galway
common shares; or (ii) there is a substantial likelihood that a reasonable investor would consider it
important in making an investment decision; or (iii) if it would significantly alter the total mix of information
available to investors. Management, in conjunction with the Board of Directors, evaluates materiality with
reference to all relevant circumstances, including potential market sensitivity.

Further information about the Company and its operations is available on Galway's website at
www.galwayresources.com or on SEDAR at www.sedar.com.

Cautionary Note Regarding Forward-Looking Information

This MD&A contains certain forward-looking information and forward-looking statements, as defined in
applicable securities laws (collectively referred to herein as “forward-looking statements”). These
statements relate to future events or the Company’s future performance. All statements other than
statements of historical fact are forward-looking statements. Often, but not always, forward-looking
statements can be identified by the use of words such as “plans”, “expects”, “is expected”, “budget”,
“scheduled”, “estimates”, “continues”, “forecasts”, “projects”, “predicts”, “intends”, “anticipates” or
“believes”, or variations of, or the negatives of, such words and phrases, or state that certain actions,
events or results “may”, “could”, “would”, “should”, “might” or “will" be taken, occur or be achieved.
Forward-looking statements involve known and unknown risks, uncertainties and other factors that may
cause actual results to differ materially from those anticipated in such forward-looking statements. The
forward-looking statements in this MD&A speak only as of the date of this MD&A or as of the date
specified in such statement. Specifically, this MD&A includes, but is not limited to, forward-looking
statements regarding: the potential of Galway’s properties to contain economic gold deposits; the
Company’s ability to meet its working capital needs at the current level for the next nine-month period
ending in the fourth quarter of fiscal 2010; the plans, costs, timing and capital for future exploration and
development of Galway’s property interests including the costs and potential impact of complying with
existing and proposed laws and regulations; management’'s outlook regarding future trends; sensitivity
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analysis on financial instruments, which may vary from amounts disclosed; prices and price volatility for
gold; and general business and economic conditions.

Inherent in forward-looking statements are risks, uncertainties and other factors beyond Galway’s ability
to predict or control. These risks, uncertainties and other factors include, but are not limited to, gold price
volatility, changes in debt and equity markets, timing and availability of external financing on acceptable
terms, the uncertainties involved in interpreting geological data and confirming title to recently acquired
properties, the possibility that future exploration results will not be consistent with Galway’s expectations,
increases in costs, environmental compliance and changes in environmental and other local legislation
and regulation, interest rate and exchange rate fluctuations, changes in economic and political conditions
and other risks involved in the gold and development industry, as well as those risk factors listed in the
“Risk and Uncertainties” section below. Readers are cautioned that the foregoing list of factors is not
exhaustive of the factors that may affect the forward-looking statements. Actual results and developments
are likely to differ, and may differ materially, from those expressed or implied by the forward-looking
statements contained in this MD&A. Such statements are based on a nhumber of assumptions that may
prove to be incorrect, including, but not limited to, assumptions about the following: the availability of
financing for Galway’s exploration and development activities; operating and exploration costs; the
Company'’s ability to retain and attract skilled staff; timing of the receipt of regulatory and governmental
approvals for exploration projects and other operations; market competition; and general business and
economic conditions.

Forward-looking statements involve known and unknown risks, uncertainties and other factors that may
cause Galway’'s actual results, performance or achievements to be materially different from any of its
future results, performance or achievements expressed or implied by forward-looking statements. All
forward-looking statements herein are qualified by this cautionary statement. Accordingly, readers should
not place undue reliance on forward-looking statements. The Company undertakes no obligation to
update publicly or otherwise revise any forward-looking statements whether as a result of new information
or future events or otherwise, except as may be required by law. If the Company does update one or
more forward-looking statements, no inference should be drawn that it will make additional updates with
respect to those or other forward-looking statements, unless required by law.

Description of Business

Galway is a mining exploration company that is currently focused on gold exploration in Colombia,
South America. Galway's goal is to deliver superior returns to shareholders by concentrating on the
acquisition of properties that have the potential to contain economically recoverable gold reserves.
The Company currently plans to focus its expenditures on certain properties, as set out below under
“Mineral Property Interests”.

To date, the Company has not earned significant revenues from its mining properties, and is considered
to be in the exploration and development stage. The ability to ensure continuing operations is
dependent on its completing the acquisition of its mineral property interests, the discovery of economically
recoverable reserves, confirmation of its interest in the underlying mineral claims, and its ability to obtain
necessary financing to complete the exploration activities, development and future profitable production.
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Overall Performance

The Company is pleased with the progress made during the first quarter of 2010, notably the progress
achieved with our ongoing drill program at our California (Colombia) gold project which is adjacent to and
along strike with Ventana's La Mascota gold discovery, as well as securing a highly prospective land
position in the Vetas gold region, which is 8 kilometres southwest of the California gold trend.
Subsequent to the end of the first quarter the company released very encouraging drill results from
California, such as hole 10 that intercepted 89.0 meters (m) grading 3.2 grams per tonne gold (g/t Au),
including 9.0 m of 23.1 g/t Au, and including 3.0 m of 50.0 g/t Au, and 383 g/t silver (Ag). During the first
guarter high grade gold grades were reported on from channel sample from the Vetas gold project. The
Company has added to its land package in the California area which now comprises 560 hectares. The
Company was granted 810 hectares in the Surata Gold region in the latest quarter.

During the quarter, the Company incurred a net loss of $1,917,607 or $0.02 per share versus $1,419,880
or $0.03 per share in the same period of the prior year. The Company spent $932,195 during the period
on exploration activities on its mineral properties. At March 31, 2010, the Company had mineral property
interests valued at $3,345,725, compared to $2,135,798 at December 31, 2009, an increase of
$1,209,927. The increase in mineral property interests is primarily due to additional funds expended on
existing projects and properties that were closed on during the time period.

At March 31, 2010, the Company had working capital of $8,655,859, compared to $10,029,241 at
December 31, 2009. The Company had cash and cash equivalents of $10,412,803 at March 31, 2010,
compared to $11,423,604 at December 31, 2009.

Trends

While general economic conditions continue to improve and stability appears to be returning to financial
and commodity markets, significant uncertainty concerning the short and medium term global economic
outlook persists. Management, in conjunction with the Board of Directors, will continue to monitor these
developments and their effect on the Company’s business. Management, in conjunction with the Board
of Directors, will continue to monitor these developments and their effect on Galway’s business and react
accordingly.

Mineral Property Interests

The Company’s exploration activities are at an early stage, and it has not yet been determined whether its
properties contain an economic mineral reserve as such any activities of the Company thereon will
constitute exploratory searches for minerals. See “Risks and Uncertainties” below.
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Colombia Exploration

() Description of the Columbia Exploration Projects

California Gold Project

The Colombian gold initiative was announced on July 28, 2009, providing the Company with a land
position in the highly prospective California Gold District. The Company has strategically increased the
land package to 560 hectares along strike and adjacent to Ventana Gold’'s La Bodega/Mascota property
and 3 kilometers southwest of Greystar’'s Angostura property. Over 2,000 channel and surface samples
have been taken by Galway and drilling began in December 2009, and there are 2 drill rigs currently
operating.

Some of the highlights of drill results that have been reported on are:

e 22.4 g/t Au and 164 g/t silver over 4.5 meters (m), including 32.8 g/t Au and 246 g/t Ag over 3m
from GWY-01

2.9 g/t Au over 31.0m, including 29.1 g/t Au over 1.5m from GWY-02

3.6 g/t Au over 10.5m from GWY-03

3.2 g/t Au over 1.5m and 1.4 g/t Au over 10.4m from GWY-05

4.4 g/t Au over 6.0m, including 1.5m of 15.5 g/t Au from GWY-06

30.0 g/t Au over 3.0m from GWY-07

0.7 g/t Au over 12 from GWY-08

22.5 g/t Au over 22.5m from GWY-09

3.2 g/t Au over 89m, including 23 g/t Au over 9m and 50 g/t Au over 3m, plus 383 g/t Ag from
GWY-10

The first drilling campaign will comprise 4,500 meters, followed by a more extensive drilling program of up
to 25,000 meters. The second phase drill program will be designed according to the results produced
from the initial program and is expected to be completed in a nine month time period. This program will
utilize three drilling machines. The expected cost for the first drilling program will be about $750,000 and
phase 2 will be approximately $3,000,000.

Vetas Gold Project

In January 2010, the Company secured an interest in the Reina de Oro and Coloro properties in the
center of the historic Vetas Gold Mining District located approximately 8km southeast of Galway’s
California properties. The properties are mostly contiguous and collectively comprise 541 hectares. The
Reina de Oro property's main asset at present, the El Volcan Mine, has been the site of gold mining since
the 1590's and has produced among the most gold of any in the historic California-Vetas gold mining
district. Current expectations are for the initial drilling program to comprise of up to 15,000 meters with an
approximate cost of $2,000,000.

Some highlights of reported channel results include:

e Manzanilla Vein: 104.8 g/t Au over a strike length of 70.1m and a true width of 0.9m, including
223.8 g/t Au over a strike length of 25m, including 459.0 g/t Au over 11.5 m.

e Loscas Vein: 317.6 g/t Au over a strike length of 25m and a true width of 0.8m. This is an
extension of, and includes the previously released 1,374.8 g/t Au over a strike length of 5m and
a true width of 0.8m.
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e Tajo Abierto Conjugate Vein: 18.2 g/t Au over a strike length of 107m and a true width of 0.9
m.

e Veta Ancha Vein: 37.9 g/t Au over a strike length of 37m and a true width of 1.5m.
e Huesoduro Vein: 13.4 g/t Au over a strike length of 50m and a true width of 0.9m.
e Loscas Vein: 12.4 g/t Au over a strike length of 19m and a true width of 0.9m.

GALCA Coal Project

A drill program, which is entirely managed and funded by Prodeco, is currently underway at the GALCA
coal project in Colombia. At present permission for drill access for the next set of holes is currently being
sought out. The Company has an exploration and joint venture agreement with Prodeco which is the third
largest coal producer in Colombia, with 11 million tons of annual coal production. The GALCA coal project
comprises 132,000 hectares that Galway believes could host a new undiscovered coal basin that occurs
close to surface. This 19 hole drilling program will be focused on two areas (the northern flank and the
south-eastern portion) that appear to have the highest prospect of coal near the surface, and is expected
to be completed during the second half of 2010.

The terms of the GALCA exploration and joint venture agreement include the following: Prodeco will fund
the first 19 drill holes, and in consideration for agreeing to fund the feasibility drilling program, will be
granted a 60% equity interest in the project. Prodeco will then earn the remaining 40% equity interest in
the project by paying Galway an already agreed value per tonne of economically mineable open-cut
reserves determined in accordance with the JORC Code, up to US$70 million.

(i) Update on the Colombia Exploration Projects

During the three months ended March 31, 2010, exploration activity increased on the Colombian projects

(iii) Project Expenditures

The following table sets forth a breakdown of material components of exploration expenditures incurred at
the various Colombia Exploration project.

Three Months Ended Three Months Ended
March 31, 2010 March 31, 2009

Exploration Expenditures $ $

Assaying and sampling 220,055 nil
Environmental consulting nil nil
Drilling 133,131 55,407
General 154,176 50,293
Geological and field expenses 96,085 10,154
Maps, reports and data 23 nil
Mineral property fees nil 5,225
Travel 104,996 23,696
Wages and salaries 106,625 34,762
Total 815,091 179,537
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(iv) Budget

Following are the plans related to the various Colombia exploration projects, which is anticipated to be

funded from a combination of existing funds and funds expected to be raised in the future. Planned
expenditures are as follows:
Planned Spent Timing for
Expenditures (January 1, Remaining | Completion
Project/Property Plans for for Calendar | 2010 to March | Commitment | of Planned
Name Project 2010 31, 2010) (Rounded) Activities
: - Drilling to conti
California Gold riiing fo continte $3,000,000 $1,137,902 $395,750 2010
Project through September 2010
Drilling to begin July,
Vetas Gold "ing z e Y $2,000,000 $156,500 $100,000 2010
Project 010
The company is in the
. o No expenses planned
process of identifying a il oint .
. ntl joint venture
Carboluis joint venture partner . b No expenses $200,000 2010
. 1l
Project before continuing with pariner can be
secured
project
The company has a joint
venture agreement with Prodeco fundi I
rodeco funaing al
GALCA Coal Prodeco to manage and ) o _g No expenses No Commitment 2010
PI’OJ ECt fund 19 hole drill project activities
program

Victorio (Molybdenum —Tungsten) Property

(i) Description of Victorio Mountain Property

The Victorio Project is an underground molybdenum-tungsten property located in south-western New
Mexico. A positive Scoping Study was released on this project during 2008. An NI 43-101 Resource
Estimate has on advancing the Victorio project. Management has curtailed spending on this project due
to low molybdenum and tungsten prices. John Tumazos of Very Independent Opinion, has been engaged
to help commercialize this project.

(i) Update on the Victorio Project

During the three months ended March 31, 2010, no significant exploration work was performed on the
Victorio Project
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(iii)

Project Expenditures

The following table sets forth a breakdown of material components of exploration expenditures incurred at

the Colombia projects.

Three Months Ended Three Months Ended
March 31, 2010 March 31, 2009

Exploration Expenditures $ $

Assaying and sampling nil 154
Environmental consulting nil nil
Drilling nil 10,325
General 3,065 nil
Geological and field expenses nil nil
Maps, reports and data nil nil
Mineral property fees nil 19
Travel nil nil
Wages and salaries nil 17,195
Total 3,065 27,693

(iv) Budget

Following are the plans related to the United States properties, which are anticipated to be funded from a
combination of existing funds and funds expected to be raised in the future. Planned expenditures are as

follows:
Spent
Planned (January 1, Timing for
Expenditures 2010 to Remaining Completion
Project/Property Plans for for Calendar March 31, Commitment | of Planned
Name Project 2010 2010) (Rounded) Activities
The company is in the
process of identifying a There are no
Victorio Project | 1ot venture partner No planned $3,065 $160,375 planned
before continuing with expenses activities

project
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General Exploration

The following table sets forth a breakdown of material components of exploration expenditures incurred
for General Exploration:

Three Months Ended Three Months Ended
March 31, 2010 March 31, 2009

Exploration Expenditures $ $

Assaying and sampling 1,771 nil
Environmental consulting nil nil
Drilling 49,717 nil
General 3,685 11,703
Geological and field expenses 32,378 nil
Maps, reports and data 283 226
Mineral property fees 4,470 nil
Travel 21,735 71,069
Wages and salaries nil 130,504
Total 114,039 213,502

Overall Objective

The Company’s business objective is the acquisition, exploration and development of properties for the
mining of gold. Galway has operations in United Sates and South America. Galway is in the process of
exploring its mineral properties and has not yet determined whether these properties contain an economic
gold deposit. The recoverability of the amounts shown for mineral property interests is dependent upon:
the selling price of gold at the time the Company intends to mine its properties; the existence of
economically recoverable reserves; the ability of the Company to obtain the necessary financing to
complete exploration and development; government policies and regulations; and future profitable
production or proceeds from the disposition of such properties.

Galway has not discovered an economic mineral deposit. While discovery of ore-bearing structures may
result in substantial rewards, it should be noted that few properties that are explored are ultimately
developed into producing mines.

The Company may also seek to acquire additional mineral resource properties or companies holding
such properties. The Company notes that mineral exploration in general is uncertain and the probability of
finding an economic mineral deposit on any one of its early stage prospects is low. However, the
probability that one of the many prospects acquired will host an economic mineral deposit is higher. As a
result, the Company believes it is able to reduce overall exploration risk by acquiring additional mineral
prospects. In conducting its search for additional mineral properties, the Company may consider acquiring
properties that it considers prospective based on criteria such as the exploration history of the properties,
their location, or a combination of these and other factors. Risk factors to be considered in connection
with the Company’s search for and acquisition of additional mineral properties include the significant
expenses required to locate and establish mineral reserves; the fact that expenditures made by the
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Company may not result in discoveries of commercial quantities of minerals; environmental risks; risks
associated with land title; the competition faced by the Company; and the potential failure of the Company
to generate adequate funding for any such acquisitions. See “Risks and Uncertainties” below.

Selected Quarterly Information

A summary of selected information for each of the eight most recent quarters is as follows:

Net Net (Loss) Income
Revenues Total Per Share Total Assets
Three Months Ended ($) ($) ($) $)
2010-March 31 - (1,917,607) @ (0.02) 14,142,450
2009-December 31 - (1,848,514) @ (0.03) 13,845,275
2009-September 30 - (610,730) © (0.01) 13,527,451
-June - ) . ) )
2009-June 30 (366,284) (0.01) 3,435,085
2009-March 31 - (1,419,880) © (0.03) 3,706,900
2008-December 31 - (735,050) © (0.01) 5,120,387
2008-September 30 - (1,214,955) 7 (0.02) 6,664,432
= Uﬂe = 1 7 . 3 bl
2008-June 30 (2,046,030) © (0.04) 8,024,494

Notes:

(1) Net loss of $1,917,607 consisted primarily of: exploration costs of $932,195; general and
administrative expenses of $226,771; professional fees of $115,182; and stock-based
compensation of $935,720. All other expenses related to general working capital purposes.

(2) Net loss of $1,848,514 consisted primarily of: exploration costs of $746,209; general and
administrative expenses of $222,224; professional fees of $184,769; and stock-based
compensation of $1,298,008. All other expenses related to general working capital purposes.

(3) Net loss of $610,730 consisted primarily of: exploration costs of $375,884; general and
administrative expenses of $79,191; professional fees of $69,995; and stock-based
compensation of $57,986. All other expenses related to general working capital purposes.

(4) Net loss of $366,284 consisted primarily of: exploration costs of $200,904; general and
administrative expenses of $79,812; professional fees of $52,177; and stock-based
compensation of $10,498. All other expenses related to general working capital purposes.

(5) Net loss of $1,419,880 consisted primarily of: exploration costs of $420,732; general and
administrative expenses of $122,671; professional fees of $62,160; and stock-based
compensation of $14,315. All other expenses related to general working capital purposes.

(6) Net loss of $735,050 consisted primarily of: exploration costs of $645,220; general and
administrative expenses of $54,175; professional fees of $52,680; and stock-based
compensation of $66,345. All other expenses related to general working capital purposes.

(7) Net loss of $1,214,955 consisted primarily of: exploration costs of $812,178; general and
administrative expenses of $201,558; professional fees of $73,401; and stock-based
compensation of $96,779. All other expenses related to general working capital purposes.

(8) Net loss of $2,046,030 consisted primarily of: exploration costs of $1,230,067; general and
administrative expenses of $331,907; professional fees of $257,509; and stock-based
compensation of $195,717. All other expenses related to general working capital
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Results of Operations

Three months ended March 31, 2010, compared with three months ended March 31, 2009

Quarter Ended March 31, 2010

Galway incurred a net loss of $1,917,607 for the quarter ended March 31, 2010, resulting in a loss per
share of $0.02. The loss was mostly attributable to exploration costs which amounted to $932,195 (versus
$420,732 incurred in the same period of the prior year), in addition to general and administrative fees of
$226,771, professional fees of $115,182 and $935,720 in stock-based compensation fees. The Company
also earned $2,809 in interest income during the period. Galway incurred expenses of $2,261,631 during
the period compared with $633,378 in the same period of 2009.

General and administrative expenses of $226,771 were incurred in the period, compared with $122,671
for the same period in the prior year. The reduction is due to the adjustment of the structure of the
company to reflect the economic reality.

Quarter Ended March 31, 2009

Galway incurred a loss of $1,419,880 for the quarter ended March 31, 2009, resulting in a loss per share
of $0.03. The loss was mostly attributable to exploration costs which amounted to $420,732, in addition
to general and administrative fees of $122,671 in general and administrative expenses, $1,352 in travel,
$14,315 in stock-based compensation, $7,194 in amortization and $4,954 in listing and filing fees and a
non-cash write-off of $717,568 to recognize dropping the Indian Springs property. The Company also
earned $6,112 in interest income during the period.

Comparison Analysis
The increase of $497,727 in net loss was principally because:

e The Company incurred an increase in stock-based compensation of $921,405 for the three
months ended March 31, 2010, compared to the three months ended March 31, 2009. The
increase can be attributed to the grant of various options on June 30, 2009 and October 9, 2009
to purchase common shares of the Company. A value of $3,085,827 for these option grants was
assigned using the Black-Scholes option-pricing model with the following assumptions: dividend
yield of 0%; expected volatility of 151%-158%; risk-free interest rate of 2.49%-2.63%; and an
expected life of five years.

Several variables are used when determining the value of stock options using the Black-Scholes
valuation model:

0 The expected term: the Company used the expected term of the stock of five years,
which is the maximum term ascribed to these stock options, for the purposes of
calculating their value. The Company chose the maximum term because it is difficult to
determine with any reasonable degree of accuracy when these stock options will be
exercised.

o Volatility: the Company used historical information of a similar company on the market
price of its common shares to determine the degree of volatility at the date the stock
options were granted. Therefore, depending on when the stock options were granted
and the period of historical information examined, the degree of volatility can be different
when calculating the value of different stock options.

www.galwayresources.com Page |11




Galway Resources Ltd.

(A Development Stage Company)
Management’s Discussion & Analysis
Three Months Ended March 31, 2010
Discussion dated: May 31, 2010

0 Risk-free interest rate: the Company used the interest rate available for government
securities of an equivalent expected term as at the date of the grant of the stock options.
The risk-free interest rate would vary depending on the date of the grant of the stock
options and their expected term.

o Dividend yield: the Company has not paid dividends in the past because it is in the
exploration stage and has not yet earned any significant income. Also, the Company
does not expect to pay dividends in the foreseeable future because it does not expect to
bring its mineral properties into production and earn significant revenue any time soon.
Therefore, a dividend rate of 0% was used for the purposes of the valuation of the stock
options.

e The Company incurred an increase in Exploration costs of $511,463 for the three months ended
March 31, 2010, compared to the three months ended March 31, 2009. The increase can be
attributed to an increased level of exploration activity on the Company’s gold properties in
Colombia compared to 2009;

¢ The Company incurred an increase in professional fees of $53,022 for the three months ended
March 31, 2010, compared to the three months ended March 31, 2009. The increase can be
attributed to the increase in assistance required from the Company’s corporate lawyers and
external accountant in 2010 compared to 2009;

e Office and general expenses increased by $104,100. Office and general expenses totalled
$226,771 for the three months ended March 31, 2010 (three months ended March 31, 2009 -
$122,671) and consisted of costs such as advertising and promotion, telephone, rent, insurance,
postage, and courier charges. The increase in office and general expenses can be attributed to
increased support costs for the Company’s projects during the first quarter of 2010 compared to
2009;

e The Company incurred an increase in shareholder communications expense of $12,160 for the
three months ended March 31, 2010, compared to the three months ended March 31, 2009. The
increase can be attributed to increased corporate activity requiring payments to regulatory
institutions and service providers assisting the Company to meet its increased regulatory
requirements;

e The Company incurred an increase in travel expense of $30,423 for the three months ended
March 31, 2010, compared to the three months ended March 31, 2009. The increase can be
attributed to travel charges incurred to develop Galway’s investor profile and business
opportunities;

e Foreign exchange loss decreased by $415,432 during the three months ended March 31, 2010,
compared with the same period in 2009. The decrease in foreign exchange loss can be attributed
to the conversion of its Canadian monetary assets and liabilities;

o All other expenses related to general working capital purposes.
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Liquidity and Financial Position

The activities of the Company, principally the acquisition and exploration of properties that have the
potential to contain gold, are financed through equity offerings and the exercise of stock options and
warrants.

During the three months ended March 31, 2010, the following equity transactions occurred:

o 105,500 stock options with an exercise price of $0.15 and expiry date of June 30, 2014,
were exercised for cash proceeds of $15,330;

0 402,000 warrants with an exercise price of $0.75 and expiry date of September 29, 2011,
were exercised for cash proceeds of $289,654;

0 200,000 agent warrants with an exercise price of $0.50 and expiry date of September 29,
2011, were exercised for cash proceeds of $96,070;

At March 31, 2010, Galway had $10,412,803 in cash and cash equivalents (December 31, 2009 -
$11,423,604). As of March 31, 2010, and to the date of this MD&A, the cash resources of Galway are
held with select Canadian, United States and Colombian financial institutions.

Accounts payable and accrued liabilities marginally increased to $675,456 at March 31, 2010, compared
to $668,886 at December 31, 2009, primarily due to more accounts payable at March 31, 2010, as
compared to December 31, 2009. The Company’s cash as at March 31, 2010, is sufficient to pay these
liabilities. The Company has no debt and its credit and interest rate risk is minimal. Accounts payable and
accrued liabilities are short term and non-interest bearing.

The Company has no operating revenues and therefore must utilize its current cash reserves and other
financing transactions to maintain its capacity to meet ongoing discretionary and committed exploration
and operating activities. The Company’s use of cash at present occurs, and in the future is expected to
occur, principally in two areas, namely, funding of its general and administrative expenditures and funding
of its investment activities. Those investing activities include the cash components of the cost of acquiring
and exploring its mineral claims.

Regardless of whether or not the Company develops its projects, its working capital of $8,655,859 as of
March 31, 2010, is anticipated to be adequate for it to continue operations at the current level for the next
nine-month period ending in the fourth quarter of fiscal 2010 even if its expected plans discussed above
do not materialize and new plans are developed. However, to meet long-term business plans, exploring
its property interests is an important component of the Company’s financial success.
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Related Party Transactions

The Company had the following related party transactions during the three months ended March 31,

2010:

Three Months
March 31, 2010

()

Three Months
March 31, 2009

$)

Payment to a company with a director and
officer in common for administrative
services

Nil

3,328

Total

Nil

3,328

Included in due to related parties is $117 (December 31, 2009 - $132) owing to this company.

These transactions are in the normal course of operations and are measured at the exchange amount,

which is the amount agreed to by both parties.

During the year, directors were reimbursed for out of pocket expenses that occurred in the normal course

of operations.

Off-Balance Sheet Arrangements

As of the date of this MD&A, the Company does not have any off balance sheet arrangements that have,
or are reasonably likely to have, a current or future effect on the results of operations or financial
condition of the Company, including, and without limitation, such considerations as liquidity, capital

expenditures and capital resources that would be material to investors.
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Proposed Transactions

There are no proposed transactions of a material nature being considered by the Company other than the
acquisition of the Colombia properties. However, the Company continues to evaluate properties and
corporate entities that it may acquire in the future. See “Overall Objective” above.

Critical Accounting Estimates

The preparation of the Company’s unaudited interim consolidated financial statements requires
management to make certain estimates that affect the amounts reported in the consolidated financial
statements. The accounting estimates considered to be significant are the valuation of the Company’s
mineral property interests, warrants and stock-based compensation.

The policy of capitalizing exploration costs to date does not necessarily relate to the future economic
value of the exploration properties. The valuation of mineral resource properties is dependent entirely
upon the discovery of economic mineral deposits.

The Company uses the Black-Scholes model to determine the fair value of options and warrants. The
main factor affecting the estimates of stock-based compensation and warrants is the stock price volatility
used. The Company uses historical price data and comparables in the estimate of the stock price
volatility.

Other items requiring estimates for the three months ended March 31, 2010, are accounts receivables,
accounts payable and accrued liabilities and future income taxes. Changes in the accounting estimates in
these items may have a material impact on the financial position of Galway.

Future Accounting Changes
International Financial Reporting Standards (“IFRS")

The Canadian Accounting Standards Board has confirmed that IFRS will replace current Canadian GAAP
for publicly accountable enterprises, including the Company, effective for fiscal years beginning on or
after January 1, 2011.

Accordingly, the Company will report interim and annual consolidated financial statements in accordance
with IFRS beginning with the quarter ended March 31, 2011. The Company's 2011 interim and annual
consolidated financial statements will include comparative 2010 consolidated financial statements,
adjusted to comply with IFRS.
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IFRS Transition Plan

The Company has established a comprehensive IFRS transition plan and engaged third-party advisers to
assist with the planning and implementation of its transition to IFRS. The following summarizes the
Company's progress and expectations with respect to its IFRS transition plan:

Initial scoping and analysis of key areas
for which accounting policies may be
impacted by the transition to IFRS. Complete.

Detailed evaluation of potential changes
required to accounting policies,
information  systems and business
processes, including the application of
IFRS 1 First-time Adoption of International
Financial Reporting Standards. Complete.

Final determination of changes to
accounting policies and choices to be
made with respect to first-time adoption | In progress, completion expected during
alternatives. Q3 2010

Resolution of the accounting policy
change implications on information
technology, business processes and | In progress, completion expected during

contractual arrangements. Q3 2010
Quantification of the financial statement

impact of changes in accounting policies. Throughout 2010
Management and employee education Throughout the transition process
and training.

Impact of Adopting IFRS on the Company’s Business

As part of its analysis of potential changes to significant accounting policies, the Company is assessing
what changes may be required to its accounting systems and business processes. The Company
believes that the changes identified to date are minimal and the systems and processes can
accommodate the necessary changes.

To date, the Company has not identified any contractual arrangements that may be affected by potential
changes to significant accounting policies.

The Company's staff and advisers involved in the preparation of the consolidated financial statements are
being trained on the relevant aspects of IFRS and the anticipated changes to accounting policies.
Employees of the Company who will be affected by a change to business processes as a result of the
conversion to IFRS will also be trained as necessary.
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The Board of Directors and the Audit Committee have been regularly updated on the progress of the
IFRS conversion plan, and made aware of the evaluation to date of the key aspects of IFRS affecting the
Company.

First-time adoption of IFRS

The adoption of IFRS requires the application of IFRS 1 First-time Adoption of International Financial
Reporting Standards (“IFRS 1), which provides guidance for an entity’s initial adoption of IFRS. IFRS 1
generally requires retrospective application of IFRS, effective at the end of its first annual IFRS reporting
period. However, IFRS 1 also provides certain optional exemptions and mandatory exceptions to this
retrospective treatment.

The Company has identified the following optional exemptions that it expects apply in its preparation of an
opening IFRS statement of financial position as at January 1, 2010, the Company’s transition date:

e To apply IFRS 2 Share-based Payments only to equity instruments issued after November
7, 2002, and that had not vested by the transition date.

e To apply IFRS 3 Business Combinations prospectively from the transition date, therefore
not restating business combinations that took place prior to the transition date.

e To apply the transition provisions of IFRIC 4 Determining whether an Arrangement
Contains a Lease, therefore determining if arrangements existing at the transition date
contain a lease based on the circumstances existing at that date.

e To apply IAS 23 Borrowing Costs prospectively from the transition date. IAS 23 requires
the capitalization of borrowing costs directly attributable to the acquisition, production or
construction of certain assets.

Prior to reporting interim consolidated financial statements in accordance with IFRS for the quarter ending
March 31, 2011, the Company may decide to apply other optional exemptions contained in IFRS 1.

IFRS 1 does not permit changes to estimates that have been made previously. Accordingly, estimates
used in the preparation of the Company’s opening IFRS statement of financial position as at the transition
date will be consistent with those made under current Canadian GAAP. If necessary, estimates will be
adjusted to reflect any difference in accounting policy.

Impact of Adopting IFRS on the Company’s Financial Statements

The adoption of IFRS will result in some changes to the Company's accounting policies that are applied in
the recognition, measurement and disclosure of balances and transactions in its consolidated financial
statements.

The following provides a summary of the Company's evaluation to date of potential changes to
accounting policies in key areas based on the current standards and guidance within IFRS. This is not
intended to be a complete list of areas where the adoption of IFRS will require a change in accounting
policies, but to highlight the areas the Company has identified as having the most potential for a
significant change. The International Accounting Standards Board has a number of ongoing projects, the
outcome of which may have an effect on the changes required to the Company’s accounting policies on
adoption of IFRS. At the present time, however, the Company is not aware of any significant expected
changes prior to its adoption of IFRS that would affect the summary provided below.
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1)

2)

3)

4)

5)

Exploration and Evaluation Expenditures

Subiject to certain conditions, IFRS currently allows an entity to determine an accounting policy that
specifies the treatment of costs related to the exploration for and evaluation of mineral properties.
The Company expects to establish an accounting policy to expense, as incurred, all costs relating to
exploration and evaluation until such time as it has been determined that a property has
economically recoverable reserves.

The application of this policy on the adoption of IFRS will have a significant impact on the Company’s
consolidated financial statements. On adoption of IFRS, the carrying value of the mineral resource
properties will be reduced to zero (as at the transition date), with a corresponding adjustment to
accumulated deficit. All subsequent exploration and evaluation costs will be expensed as incurred
until such time as it has been determined that a property has economically recoverable reserves.

Impairment of (Non-financial) Assets

IFRS requires a write down of assets if the higher of the fair market value and the value in use of a
group of assets is less than its carrying value. Value in use is determined using discounted estimated
future cash flows. Current Canadian GAAP requires a write down to estimated fair value only if the
undiscounted estimated future cash flows of a group of assets are less than its carrying value.

The Company's accounting policies related to impairment of non-financial assets will be changed to
reflect these differences. However, the Company does not expect that this change will have an
immediate impact on the carrying value of its assets. The Company will perform impairment
assessments in accordance with IFRS at the transition date.

Share-based Payments

In certain circumstances, IFRS requires a different measurement of stock-based compensation
related to stock options than current Canadian GAAP.

The Company does not expect any changes to its accounting policies related to share-based
payments that would result in a significant change to line items within its consolidated financial
statements.

Asset Retirement Obligations (Decommissioning Liabilities)

IFRS requires the recognition of a decommissioning liability for legal or constructive obligations,
while current Canadian GAAP only requires the recognition of such liabilities for legal obligations. A
constructive obligation exists when an entity has created reasonable expectations that it will take
certain actions.

The Company's accounting policies related to decommissioning liabilities will be changed to reflect
these differences. However, the Company does not expect this change will have an immediate
impact on the carrying value of its assets.

Property and Equipment

IFRS contains different guidance related to recognition and measurement of property and equipment
than current Canadian GAAP.
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The Company does not expect any changes to its accounting policies related to property and
equipment that would result in a significant change to line items within its consolidated financial
statements.

6) Income Taxes

In certain circumstances, IFRS contains different requirements related to recognition and
measurement of future (deferred) income taxes.

The Company does not expect any changes to its accounting policies related to income taxes that
would result in a significant change to line items within its consolidated financial statements.

7) Foreign Currency

IFRS requires that the functional currency of Galway and its subsidiaries be determined separately,
and the factors considered to determine functional currency are somewhat different than current
Canadian GAAP.

Galway does not expect any changes to its accounting policies related to foreign currency that would
result in a significant change to line items within its consolidated financial statements at the transition
date.

Subsequent Disclosures
Further disclosures of the IFRS transition process are expected as follows:

e The Company’'s MD&A for the 2010 interim periods and the year ended December 31, 2010, will
include updates on the progress of the transition plan, and, to the extent known, further information
regarding the impact of adopting IFRS on key line items in the annual consolidated financial
statements.

e The Company's first financial statements prepared in accordance with IFRS will be the interim
consolidated financial statements for the three months ending March 31, 2011, which will include
notes disclosing transitional information and disclosure of new accounting policies under IFRS. The
interim consolidated financial statements for the three months ending March 31, 2011, will also
include 2010 consolidated financial statements for the comparative period, adjusted to comply with
IFRS, and the Company’s transition date IFRS statement of financial position (at January 1, 2010).

Business Combinations, Consolidated Financial Statements and Non-Controlling Interests

In January 2009, the CICA issued Handbook Sections 1582 “Business Combinations”, 1601
“Consolidated Financial Statements” and 1602 “Non-controlling Interests”, which replace CICA Handbook
Sections 1581 “Business Combinations” and 1600 “Consolidated Financial Statements”. Section 1582
establishes standards for the accounting for business combinations that are equivalent to the business
combination accounting standards under IFRS. Section 1582 is applicable for the Company’s business
combinations with acquisition dates on or after January 1, 2011. Early adoption of this section is
permitted. Section 1601 together with Section 1602 establishes standards for the preparation of
consolidated financial statements. Section 1601 is applicable for the Company’s interim and annual
financial statements for its fiscal year beginning January 1, 2011. Early adoption of this section is
permitted and all three sections must be adopted concurrently.
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Financial Instruments
(a) Property risk

The Company’s significant mineral properties are the Victorio Mountain Project, the Carboluis Projects,
the California Project, the Vetas Project and Galca Project. Unless the Company acquires or develops
additional significant projects, it will be solely dependent upon these projects. If the Company acquires no
additional mineral properties, any material adverse development affecting the Company's current mineral
property portfolio could have a material adverse effect on its financial condition and results of operations.

(b) Financial risk

The Company is exposed to a variety of financial risks: credit risk, liquidity risk and market risk (including
interest rate and foreign exchange rate risks) as explained below.

The Company’s management team carries out risk management with guidance from the Audit Committee
and the Board of Directors.

Credit risk

Credit risk is the risk of loss associated with a counterparty’s inability to fulfill its payment obligations. The
Company's credit risk is primarily attributable to cash and cash equivalents, restricted cash and accounts
receivables. Cash and cash equivalents consist of cash on hand and guaranteed investment certificates.
Restricted cash consists of certificates of deposit for the restoration costs of the resource properties.
Cash and cash equivalents and certificates of deposit are invested and held with select Canadian, United
States and Colombian chartered banks, for which management believes the risk of loss to be low.

Financial instruments included in accounts receivables consist of sales tax receivable from government
authorities in Canada. All accounts receivables are in good standing as of March 31, 2010. Management
believes that the credit risk concentration with respect to financial instruments included in accounts
receivable is low.

Liquidity risk

Liquidity risk is the risk that the Company will not have sufficient cash resources to meet its financial
obligations as they come due. The Company'’s liquidity and operating results may be adversely affected if
its access to the capital market is hindered, whether as a result of a downturn in stock market conditions
generally or as a result of conditions specific to the Company. As at March 31, 2010, the Company had a
cash and cash equivalents and restricted cash balance of $10,564,269 (December 31, 2009 -
$11,574,667) to settle current liabilities of $2,103,606 (December 31, 2009 - $1,642,625). All of the
Company's financial liabilities have contractual maturities of less than 30 days and are subject to normal
trade terms.

Market risk
Interest rate risk
The Company has cash and cash equivalents balances and no interest-bearing debt. The
Company's current policy is to invest excess cash in investment-grade short-term deposit

certificates at select Canadian chartered banks. The Company periodically monitors the
investments it makes and is satisfied with their creditworthiness.
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Foreign currency risk

The Company’s functional currency is the Canadian dollar and its reporting currency is the U.S.
dollar. Major purchases are transacted in Canadian dollars, U.S. dollars and Colombian pesos.
The Company funds most operations, exploration and administrative expenses in the United States
and in Columbia on a cash call basis using U.S. dollar currency converted from its Canadian dollar
bank accounts held in Canada. Management believes the foreign exchange risk derived from
currency conversions is negligible and therefore does not hedge its foreign exchange risk.

Price risk

The Company is exposed to price risk with respect to commodity and equity prices. Equity price
risk is defined as the potential adverse impact on the Company's earnings due to movements in
individual equity prices or general movements in the level of the stock market. Commodity price risk
is defined as the potential adverse impact on earnings and economic value due to commodity price
movements and volatilities. The Company closely monitors commaodity prices, particularly as they
relate to gold, individual equity movements and the stock market in general to determine the
appropriate course of action to be taken by the Company.

Sensitivity analysis

As of March 31, 2010, both the carrying and fair value amounts of the Company's financial instruments
are approximately equivalent.

Based on management's knowledge and experience of the financial markets, the following movements
are reasonable over a three-month period:

(i) The Company is exposed to foreign currency risk on fluctuations of financial instruments related to
cash and cash equivalents, restricted cash, accounts receivable, accounts payable and accrued liabilities
and due to related parties that are denominated in Canadian dollars. As at March 31, 2010, had the
Canadian dollar weakened/strengthened by 5% against the U.S. dollar with all other variables held
constant, the Company’s loss for the three months ended March 31, 2010 would have been
approximately $512,000 higher/lower as a result of foreign exchange losses/gains on translation of
Canadian dollar denominated financial instruments. Similarly, as at March 31, 2010, shareholders' equity
would have been approximately $512,000 lower/higher had the Canadian dollar weakened/strengthened
by 5% against the U.S. dollar as a result of foreign exchange losses/gains on translation of Canadian
dollar denominated financial instruments.

(i) Commodity price risk could adversely affect the Company. In particular, the Company’'s future
profitability and viability of development depends upon the world market price of gold, coal, tungsten and
molybdenum. These metal prices have fluctuated significantly in recent years. There is no assurance that,
even as commercial quantities of these metals may be produced in the future, a profitable market will
exist for them. As of March 31, 2010, the Company was not a producing entity. As a result, commodity
price risk may affect the completion of future equity transactions such as equity offerings and the exercise
of stock options and warrants. This may also affect the Company's liquidity and its ability to meet its
ongoing obligations.

The sensitivity analysis shown in the notes above may differ materially from actual results.
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(c) Fair value hierarchy and liquidity risk disclosure

Cash and cash equivalents and Restricted cash of $10,564,269 were considered as Level 1 within the fair
value hierarchy as at March 31, 2010.

Capital Management

When managing capital, the Company’s objective is to ensure the entity continues as a going concern as
well as to achieve optimal returns to shareholders and benefits for other stakeholders. Management
adjusts the capital structure as necessary in order to support the acquisition, exploration and
development of mineral properties. The Board of Directors does not establish quantitative return on
capital criteria for management, but rather relies on the expertise of the Company's management team to
sustain the future development of the business.

The properties in which the Company currently has an interest are in the exploration stage. As such the
Company is dependent on external financing to fund its activities. In order to carry out the planned
exploration and pay for administrative costs, the Company will spend its existing working capital and raise
additional amounts as needed. The Company will continue to assess new properties and seek to acquire
an interest in additional properties if it feels there is sufficient geologic or economic potential and if it has
adequate financial resources to do so.

Management has chosen to mitigate the risk and uncertainty associated with raising additional capital in
current economic conditions by:

(i) maintaining a liquidity cushion in order to address any potential disruptions or industry downturns;

(i) minimizing discretionary disbursements;

(iii) focusing financing exploration expenditures on those properties considered to have the best potential;
and

(iv) exploring alternative sources of liquidity.

In light of the above, the Company will continue to assess new properties and seek to acquire an interest
in additional properties if the Company believes there is sufficient potential and if it has adequate financial
resources to do so.

Management reviews its capital management approach on an ongoing basis and believes that this
approach, given the relative size of the Company, is reasonable.

There were no changes in the Company's approach to capital management during the three months
ended March 31, 2010. The Company is not subject to externally imposed capital requirements.

Outlook

For 2010, the Company plans to continue its exploration and drilling programs in Colombia and determine
if further work is warranted at its other projects. The Company is continually evaluating direct or indirect
acquisitions of additional properties. The Company continues to monitor its spending and will amend its
plans and budgets based on exploration results and expectations of being able to raise financing as and
when required.

www.galwayresources.com Page |22




Galway Resources Ltd.

(A Development Stage Company)
Management’s Discussion & Analysis
Three Months Ended March 31, 2010
Discussion dated: May 31, 2010

Environmental Contingency

The Company’s mining and exploration activities are subject to various government laws and regulations
relating to the protection of the environment. These environmental regulations are continually changing
and generally becoming more restrictive. As of the date of this MD&A, the Company does not believe that
there are any significant environmental obligations requiring material capital outlays in the immediate
future.

Share Capital

The Company is authorized to issue an unlimited number of common shares of which 77,860,367
common shares are issued and outstanding as at March 31, 2010. As of the date of the MD&A, being
May 31, 2010 there were 78,745,367 common shares outstanding.

As of March 31, 2010, the Company had 6,487,000 options outstanding with exercise prices ranging
from C$0.10 to C$1.12 and expiry dates ranging from October 19, 2010 to October 9, 2014. The
Company had 11,698,000 warrants outstanding at an exercise price of $0.75 and expiring on September
29, 2011. The Company also had 1,480,000 compensation options outstanding at an exercise price of
$0.50 and expiring on September 29, 2011. If exercised, each compensation option comprises one unit
consisting of one common share and one-half of one warrant with each whole warrant being issued at an
exercise price of $0.75 and expiring on September 29, 2011.

Risks and Uncertainties

An investment in the securities of the Company is highly speculative and involves numerous and
significant risks. Only investors whose financial resources are sufficient to enable them to assume such
risks and who have no need for immediate liquidity in their investment should undertake such investment.
Prospective investors should carefully consider the risk factors that have affected, and which in the future
are reasonably expected to affect, the Company and its financial position. Please refer to the section
entitled "Risk and Uncertainties" in the Company's management's discussion and analysis for the fiscal
year ended December 31, 2009, available on SEDAR at www.sedar.com. There have been no
significant changes to such risk factors since the date thereof.

Subsequent Events

No Subsequent events to report as at the date of this MD&A.
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Disclosure of Internal Controls

Management has established processes to provide them sufficient knowledge to support representations
that they have exercised reasonable diligence that (i) the unaudited interim consolidated financial
statements do not contain any untrue statement of material fact or omit to state a material fact required to
be stated or that is necessary to make a statement not misleading in light of the circumstances under
which it is made, as of the date of and for the periods presented by the unaudited interim consolidated
financial statements, and (ii) the unaudited interim consolidated financial statements fairly present in all
material respects the financial condition, results of operations and cash flow of the Company, as of the
date of and for the periods presented.

In contrast to the certificate required for non-venture issuers under National Instrument 52-109,
Certification of Disclosure in Issuers’ Annual and Interim Filings (NI 52-109), the Venture Issuer Basic
Certificate does not include representations relating to the establishment and maintenance of disclosure
controls and procedures (DC&P) and internal control over financial reporting (ICFR), as defined in NI 52-
109. In particular, the certifying officers filing this certificate are not making any representations relating to
the establishment and maintenance of:

0] controls and other procedures designed to provide reasonable assurance that information required
to be disclosed by the issuer in its annual filings, interim filings or other reports filed or submitted
under securities legislation is recorded, processed, summarized and reported within the time
periods specified in securities legislation; and

ii a process to provide reasonable assurance regarding the reliability of financial reporting and the
p p g g % p g
preparation of financial statements for external purposes in accordance with the issuer's GAAP.

The issuer’s certifying officers are responsible for ensuring that processes are in place to provide them
with sufficient knowledge to support the representations they are making in the certificate. Investors
should be aware that inherent limitations on the ability of certifying officers of a venture issuer to design
and implement on a cost effective basis DC&P and ICFR as defined in NI 52-109 may result in additional
risks to the quality, reliability, transparency and timeliness of interim and annual filings and other reports
provided under securities legislation.
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