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MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL REPORTING

The accompanying unaudited interim consolidated financial statements of Galway Resources Ltd. (A Development
Stage Company) were prepared by management in accordance with Canadian generally accepted accounting
principles. The most significant of these accounting principles have been set out in the December 31, 2009 audited
consolidated financial statements. Only changes in accounting policies have been disclosed in these unaudited
interim consolidated financial statements. Management acknowledges responsibility for the preparation and
presentation of the unaudited interim consolidated financial statements, including responsibility for significant
accounting judgments and estimates and the choice of accounting principles and methods that are appropriate to
the Company'’s circumstances.

Management has established processes, which are in place to provide them sufficient knowledge to support
management 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 flows of the Company, as of the date of and for the
periods presented by the unaudited interim consolidated financial statements.

The Board of Directors is responsible for reviewing and approving the unaudited interim consolidated financial
statements together with other financial information of the Company and for ensuring that management fulfills its
financial reporting responsibilities. An Audit Committee assists the Board of Directors in fulfilling this responsibility.
The Audit Committee meets with management to review the financial reporting process and the unaudited interim
consolidated financial statements together with other financial information of the Company. The Audit Committee
reports its findings to the Board of Directors for its consideration in approving the unaudited interim consolidated
financial statements together with other financial information of the Company for issuance to the shareholders.

Management recognizes its responsibility for conducting the Company’s affairs in compliance with established
financial standards, and applicable laws and regulations, and for maintaining proper standards of conduct for its
activities.

NOTICE TO READER

Under National Instrument 51-102, Part 4, subsection 4.3(3)(a), if an auditor has not performed a review of the
interim consolidated financial statements, they must be accompanied by a notice indicating that the interim
consolidated financial statements have not been reviewed by an auditor.

The accompanying unaudited interim consolidated financial statements of the Company have been prepared by
and are the responsibility of the Company's management.

The Company's independent auditor has not performed a review of these unaudited interim consolidated financial
statements in accordance with standards established by the Canadian Institute of Chartered Accountants for a
review of interim financial statements by an entity's auditor.



Galway Resources Ltd.

(A Development Stage Company)
Interim Consolidated Balance Sheets
(Expressed in United States Dollars)
(Unaudited)

June 30, December 31,
2010 2009
Assets
Current assets
Cash and cash equivalents $ 8,361,610 $ 11,423,604
Restricted cash 196,275 151,063
Accounts receivable 45,977 34,381
Prepaid expenses 83,915 62,818
8,687,777 11,671,866
Equipment (Note 5) 39,171 37,611
Resource property costs (Note 6) 3,582,800 2,135,798
$ 12,309,748 $ 13,845,275
Liabilities
Current liabilities
Accounts payable and accrued liabilities $ 827,064 $ 668,886
Obligation to issue shares 32,922 973,607
Due to related parties (Note 8) - 132
859,986 1,642,625
Shareholders' Equity
Share capital (Note 7(a)) 29,000,700 26,190,909
Contributed surplus 12,183,260 11,348,902
Deficit (28,992,726) (24,659,425)
Accumulated other comprehensive loss (741,472) (677,736)

(29,734,198)

(25,337,161)

11,449,762

12,202,650

$ 12,309,748 $ 13,845,275

Nature of Operations (Note 1)
Subsequent Events (Note 10)
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Galway Resources Ltd.
(A Development Stage Company)

Interim Consolidated Statements of Loss

(Expressed in United States Dollars)
(Unaudited)

Three Months  Three Months Six Months Six Months
Ended Ended Ended Ended
June 30, June 30, June 30, June 30,
2010 2009 2010 2009
Expenses
Depreciation $ 2,885 5,960 5759 $ 13,154
Exploration costs 1,712,495 200,904 2,644,690 621,636
General and administrative expenses 369,899 79,812 596,670 202,483
Listing and filing fees (1,964) 4,853 15,150 9,807
Professional fees 86,135 52,177 201,317 114,337
Stock-based compensation (Note 7(b)) 351,456 10,498 1,287,176 24,813
Travel 31,375 73 63,150 1,425
2,552,281 354,277 4,813,912 987,655
Other
Interest income 732 1,114 3,541 7,226
Foreign exchange loss 135,855 (13,019) 477,070 (87,236)
Loss on disposal of equipment - (102) - (931)
Asset impairment - - - (717,568)
Net loss for the period $ (2,415,694) (366,284) $ (4,333,301) $ (1,786,164)
Loss per share - basic and diluted (0.03) (0.01) $ (0.06) $ (0.03)
Weighted average number of
common shares 78,649,081 53,015,367 78,011,991 53,015,367
Interim Consolidated Statements of Deficit
(Expressed in United States Dollars)
(Unaudited)
Three Months  Three Months Six Months Six Months
Ended Ended Ended Ended
June 30, June 30, June 30, June 30,
2010 2009 2010 2009

Balance, beginning of period
Net loss for the period

$ (26,577,032)

(21,833,897)

(2,415,694) (366,284)

(4,333,301

$ (24,659,425) $ (20,414,017)

) (1,786,164)

Balance, end of period

$ (28,992,726)

(22,200,181)

$ (28,992,726) $ (22,200,181)
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Galway Resources Ltd.
(A Development Stage Company)
Interim Consolidated Statements of Comprehensive Loss
(Expressed in United States Dollars)
(Unaudited)
Three Months  Three Months Six Months Six Months

Ended Ended Ended Ended
June 30, June 30, June 30, June 30,
2010 2009 2010 2009
Net loss for the period $ (2,415,694) $ (366,284) $ (4,333,301) $ (1,786,164)
Other comprehensive loss
Unrealized foreign currency translation (480,763) 235,213 (63,736) 227,808
Total comprehensive loss $ (2,896,457) $ (131,071) $ (4,397,037) $ (1,558,356)
Galwa
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The accompanying notes are an integral part of these unaudited interim consolidated financial statements.
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Galway Resources Ltd.
(A Development Stage Company)

Interim Consolidated Statements of Changes in Shareholders' Equity

(Expressed in United States Dollars)
(Unaudited)

Accumulated

Other
Share Contributed Comprehensive
Capital Surplus Deficit Loss Total

Balance, December 31, 2008 19,540,470 6,868,101 (20,414,017) $ (1,295852) $ 4,698,702
Shares issued for private placements 11,076,000 - - - 11,076,000
Share issuance costs (872,019) - - - (872,019)
Proportional allocation of warrants attached to

private placements (2,990,520) 2,990,520 - - -
Agent's warrants issued (610,952) 610,952 - - -
Exercise of options 40,847 (18,374) - - 22,473
Shares issued for property acquisition 7,083 - - - 7,083
Stock-based compensation - 1,380,807 - - 1,380,807
Tax effect on warrants expiration - (483,104) - - (483,104)
Net loss for the period - - (4,245,408) - (4,245,408)
Unrealized foreign currency translation - - - 618,116 618,116
Balance, December 31, 2009 26,190,909 11,348,902 (24,659,425) (677,736) 12,202,650
Exercise of options 216,474 (103,695) - - 112,779
Exercise of warrants 1,446,211 (398,947) - - 1,047,264
Agent's warrants issued (49,824) 49,824 - - -
Shares issued for property (Note 6(iii)) 1,196,930 - - - 1,196,930
Stock-based compensation (Note 7(b)) - 1,287,176 - - 1,287,176
Net loss for the period - - (4,333,301) - (4,333,301)
Unrealized foreign currency translation - - - (63,736) (63,736)
Balance, June 30, 2010 29,000,700 $ 12,183,260 $ (28,992,726) $ (741,472) $ 11,449,762
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Galway Resources Ltd.
(A Development Stage Company)

Interim Consolidated Statements of Cash Flows

(Expressed in United States Dollars)
(Unaudited)

Three Months

Three Months

Three Months Three Months

Ended Ended Ended Ended
June 30, June 30, June 30, June 30,
2010 2009 2010 2009
Cash resources (used in) provided by:
Operating activities
Net loss for the period $ (2,415,694) $ (366,284) $ (4,333,301) $ (1,786,164)
Items not affecting cash:
Depreciation 2,885 5,960 5,759 13,154
Stock-based compensation (Note 7(b)) 351,456 10,498 1,287,176 24,813
Asset impairment - - - 717,568
Changes in current assets and liabilities:
Accounts receivable 10,104 (2,540) (11,351) 7,477
Prepaid expenses 56,642 (33,258) (21,045) (11,628)
Accounts payable and accrued liabilities 141,167 (214,371) 156,026 (232,988)
Due to related parties (962) 77,175 (306) 89,367
(1,854,402) (522,820) (2,917,042) (1,178,401)
Investing activities
Proceeds from (sale) of equipment (4,311) 1,705 (7,219) 12,999
Resource property acquisition costs (690,344) (65,455) (1,447,002) (65,455)
Restricted cash (44,730) (1,070) (45,134) (12,817)
(739,385) (64,820) (1,499,355) (65,273)
Financing activity
Share issuance proceeds, net
of financing costs 758,989 - 1,160,043 -
Effect of foreign exchange rate
changes on cash balances (216,395) 223,945 194,360 221,280
Net change in cash and cash equivalents (2,051,193) (363,695) (3,061,994) (1,022,394)
Cash and cash equivalents, beginning of period 10,412,803 2,795,725 11,423,604 3,454,424
Cash and cash equivalents, end of period $ 8,361,610 $ 2,432,030 $ 8,361,610 $ 2,432,030
Galwa
RESOURCEsy"/

The accompanying notes are an integral part of these unaudited interim consolidated financial statements.
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Galway Resources Ltd.
(A Development Stage Company)

Interim Consolidated Statements of Cash Flows (Continued)

(Expressed in United States Dollars)
(Unaudited)

Three Months Three Months Three Months Three Months

Ended Ended Ended Ended
June 30, June 30, June 30, June 30,
2010 2009 2010 2009
Cash and cash equivalents consists of:
Cash $ 8,361,610 $ - $ 8,361,610 $ -
Short-term investments - 2,432,030 - 2,432,030
$ 8361610 $ 2,432,030 $ 8,361,610 $ 2,432,030
Supplemental cash flow information
Shares issued for property acquisition $ 1,196,930 $ - $ 1,196,930 $ -
Galwa
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The accompanying notes are an integral part of these unaudited interim consolidated financial statements.
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Galway Resources Ltd.

(A Development Stage Company)

Notes to Interim Consolidated Financial Statements
(Expressed in United States Dollars)

(Unaudited)

Three and Six Months Ended June 30, 2010

1. Nature of Operations

Galway Resources Ltd. (“the Company”) was incorporated under the Business Corporations Act of British
Columbia on August 31, 2004. The Company completed its qualifying transaction on April 25, 2006 through
the incorporation of its wholly owned subsidiary, Galway Resources US Inc. and the acquisition of 100%
interest in the Indian Springs Tungsten Project. The Company is a mining exploration company focused on
developing its three recently acquired advanced exploration projects.

The Company operates in the exploration and development business and has exploration activities in the
United States and South America. As a development stage company, the Company’s income is limited to
interest income. The Company continues to be dependent upon its ability to finance its development and
exploration programs through financing activities that may include issuances of additional debt or equity
securities. The underlying value of the resource properties is dependent upon the existence and economic
recovery of economic reserves, confirmation of the Company’s interest in the underlying mineral claims, the
ability to raise long-term financing to complete the development of the properties and upon future profitable
production or, alternatively upon the Company’s ability to dispose of its interest on an advantageous basis,
all of which are uncertain.

2. Basis of Presentation and Accounting Policies

The unaudited interim consolidated financial statements have been prepared in accordance with Canadian
generally accepted accounting principles ("Canadian GAAP") for interim financial information. Accordingly,
they do not include all of the information and notes to the consolidated financial statements required by
Canadian GAAP for annual consolidated financial statements. In the opinion of management, all adjustments
considered necessary for a fair presentation have been included. Operating results for the three and six
months ended June 30, 2010 may not necessarily be indicative of the results that may be expected for the
year ending December 31, 2010.

The consolidated balance sheet at December 31, 2009 has been derived from the audited consolidated
financial statements at that date but does not include all of the information and footnotes required by
Canadian GAAP for annual consolidated financial statements. The unaudited interim consolidated financial
statements have been prepared by management in accordance with the accounting policies described in the
Company's annual audited consolidated financial statements for the year ended December 31, 2009, except
as noted below. For further information, refer to the audited consolidated financial statements and notes
thereto for the year ended December 31, 2009.

Galway_—~
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Galway Resources Ltd.

(A Development Stage Company)

Notes to Interim Consolidated Financial Statements
(Expressed in United States Dollars)

(Unaudited)

Three and Six Months Ended June 30, 2010

2.

Basis of Presentation and Accounting Policies (Continued)
Future Accounting Changes

Business Combinations, Consolidated Financial Statements and Non-Controlling Interests

The CICA issued three new accounting standards in January 2009: Section 1582, Business Combinations,
Section 1601, Consolidated Financial Statements and Section 1602, Non-Controlling interests. These new
standards will be effective for fiscal years beginning on or after January 1, 2011. The Company is in the
process of evaluating the requirements of the new standards.

Sections 1582 replaces section 1581 and establishes standards for the accounting for a business
combination. It provides the Canadian equivalent to IFRS 3 - Business Combinations. The section applies
prospectively to business combinations for which the acquisition date is on or after the beginning of the first
annual reporting period beginning on or after January 1, 2011. Sections 1601 and 1602 together replace
section 1600, Consolidated Financial Statements. Section 1601 establishes standards for the preparation of
consolidated financial statements. Section 1601 applies to interim and annual consolidated financial
statements relating to fiscal years beginning on or after January 1, 2011. Section 1602 establishes standards
for accounting for a non-controlling interest in a subsidiary in consolidated financial statements subsequent
to a business combination. It is equivalent to the corresponding provisions of IFRS |IAS 27 - Consolidated
and Separate Financial Statements and applies to interim and annual consolidated financial statements
relating to fiscal years beginning on or after January 1, 2011.

International Financial Reporting Standards (“IFRS")

In January 2006, the CICA’s Accounting Standards Board ("AcSB") formally adopted the strategy of
replacing Canadian GAAP with IFRS for Canadian enterprises with public accountability. On February 13,
2008, the AcSB confirmed that publicly accountable, profit oriented enterprises will be required to report
under IFRS for interim and annual financial statements for periods commencing on or after January 1, 2011.
Accordingly, the Company will be required to have prepared, in time for its fiscal 2011 first quarter filing,
comparative financial statements in accordance with IFRS for the three months ended March 31, 2010. This
will be an ongoing process as the International Accounting Standards Board and the AcSB continue to issue
new standards and recommendations. The Company is in the process of evaluating the potential impact of
IFRS on its financial statements. Based on the current guidance provided regulatory bodies, it is anticipated
that the Company's financial results and position as disclosed in its current Canadian GAAP financial
statements will not differ significantly from that which is required in accordance with IFRS.

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.

Galway_—~
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Galway Resources Ltd.

(A Development Stage Company)

Notes to Interim Consolidated Financial Statements
(Expressed in United States Dollars)

(Unaudited)

Three and Six Months Ended June 30, 2010

3.

Capital Management (Continued)

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 sufficient liquidity in order to address any potential disruptions or industry downturns;

(i) minimizing discretionary disbursements;

(i) 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 and six months
ended June 30, 2010. The Company is not subject to externally imposed capital requirements.

Property and Financial Risk Factors
(@) Property Risk

The Company’s significant mineral properties are the Victorio Mountain Project, the Carboluis Projects,
the California Project, the Vetas Project and the Galca Project (the "Projects”). Unless the Company
acquires or develops additional significant properties, the Company will be solely dependent upon the
Projects. If no additional mineral properties are acquired by the Company, any adverse development
affecting the Projects would have a material adverse effect on the Company’s financial condition and
results of operations.

(b) Financial Risk

The Company’s activities expose it to a variety of financial risks: credit risk, liquidity risk, market risk
(including interest rate, foreign exchange rate, and commodity and equity price risk).

Risk management is carried out by the Company's management team with guidance from the Audit
Committee under policies approved by the Board of Directors. The Board of Directors also provides
regular guidance for overall risk management.

Galway_—~
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Galway Resources Ltd.

(A Development Stage Company)

Notes to Interim Consolidated Financial Statements
(Expressed in United States Dollars)

(Unaudited)

Three and Six Months Ended June 30, 2010

4. Property and Financial Risk Factors (Continued)
(b) Financial Risk (Continued)
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 receivable. The Company has no significant concentration of credit risk arising from
operations. 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.
The cash on hand, guaranteed investment certificates and certificates of deposit have been invested
and held with reputable financial institutions, from which management believes the risk of loss to be
remote.

Accounts receivable consist of goods and services tax due from the Federal Government of Canada.
Accounts receivable are in good standing as of June 30, 2010. Management believes that the credit risk
concentration with respect to accounts receivable is remote.

Liquidity Risk

The Company's approach to managing liquidity risk is to ensure that it will have sufficient liquidity to
meet liabilities when due. As at June 30, 2010, the Company had a cash and cash equivalents and
restricted cash balance of $8,557,885 (December 31, 2009 - $11,574,667) to settle current liabilities of
$859,986 (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. The Company's ability to settle

long term liabilities when due is dependent upon future liquidity from capital sources or positive cash
flows from commercial operations.

Market Risk
(i) Interest Rate Risk

The Company has cash balances and no interest-bearing debt. The Company's current policy is to
invest excess cash in investment-grade short-term deposit certificates issued by its Canadian
chartered banks. The Company regularly monitors its cash management policy.

(i) 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 Colombia 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.
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Galway Resources Ltd.

(A Development Stage Company)

Notes to Interim Consolidated Financial Statements
(Expressed in United States Dollars)

(Unaudited)

Three and Six Months Ended June 30, 2010

4. Property and Financial Risk Factors (Continued)

(b) Financial Risk (Continued)

Market Risk (Continued)
(i) 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 of gold, coal, tungsten
and molybdenum, individual equity movements, and the stock market to determine the appropriate
course of action to be taken by the Company.

Sensitivity Analysis

The Company has, for accounting purposes, designated its cash and cash equivalents and restricted cash
as held-for-trading, which are measured at fair value. Accounts receivable are classified for accounting
purposes as loans and receivables, which are measured at amortized cost and are equal to fair value.
Accounts payable and accrued liabilities and due to related parties are classified as other financial liabilities,
which are measured at amortized cost and are also equal to fair value.

As at June 30, 2010, 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 Company believes the
following movements are "reasonably possible" over a three month period:

@)

(ii)

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 June 30, 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 six months ended June 30, 2010 would have been
approximately $383,000 higher/lower as a result of foreign exchange losses/gains on translation of
Canadian dollar denominated financial instruments. Similarly, as at June 30, 2010, shareholders'
equity would have been approximately $383,000 Ilower/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.

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 June 30, 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.
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Galway Resources Ltd.

(A Development Stage Company)

Notes to Interim Consolidated Financial Statements
(Expressed in United States Dollars)

(Unaudited)

Three and Six Months Ended June 30, 2010

4.

Property and Financial Risk Factors (Continued)
Fair value Hierarchy and Liquidity Risk Disclosure

The following summarizes the methods and assumptions used in estimating the fair value of the Company's
financial instruments where measurement is required. The fair value of short-term financial instruments
approximates their carrying amounts due to the relatively short period to maturity. These include cash and
cash equivalents and short-term investments. Fair value amounts represent point-in-time estimates and may
not reflect fair value in the future. The measurements are subjective in nature, involve uncertainties and are
a matter of significant judgment. The methods and assumptions used to develop fair value measurements,
for those financial instruments where fair value is recognized in the balance sheet, have been prioritized into
three levels as per the fair value hierarchy included in GAAP.

Level one includes quoted prices (unadjusted) in active markets for identical assets or liabilities. Level two
includes inputs that are observable other than quoted prices included in level one. Level three includes
inputs that are not based on observable market data.

Level 1 Level 2 Level 3
Cash and cash equivalents $ 8,557,885 $ - $ -
Equipment
Accumulated
June 30, 2010 Cost Amortization Net Book Value
Office equipment $ 49,055 $ 34,118 $ 14,937
Computer software 58,355 57,383 972
Equipment 55,769 32,507 23,262
$ 163,179 $ 124,008 $ 39,171
Accumulated
December 31, 2009 Cost Amortization Net Book Value
Office equipment $ 49,503 $ 31,709 $ 17,794
Computer software 58,888 57,907 981
Equipment 49,911 31,075 18,836
$ 158,302 $ 120,691 $ 37,611
Galwa
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Galway Resources Ltd.

(A Development Stage Company)

Notes to Interim Consolidated Financial Statements
(Expressed in United States Dollars)

(Unaudited)

Three and Six Months Ended June 30, 2010

6.

Resource Property Costs

Cumulative acquisition costs per project under active exploration:

June 30, 2010

Asset
Description Cost Impairment Net
Victorio Mountain $ 911431 $ - $ 911,431
Carboluis 40,752 - 40,752
California-Vetas (iii) 2,630,617 - 2,630,617

$3,582,800 $ - $ 3,582,800

December 31, 2009

Asset
Description Cost Impairment Net
Indian Springs $ 717,568 $ (717,568) $ -
Victorio Mountain 634,085 - 634,085
Carboluis 40,752 - 40,752
California 1,460,961 - 1,460,961

$2,853,366 $ (717,568) $ 2,135,798

On a quarterly basis, management of the Company reviews acquisition costs to ensure resource
property costs include only costs and projects that are eligible for capitalization.

For a description of the resource properties owned by the Company refer to Note 6 of the audited
consolidated financial statements as at December 31, 2009.

During the period, the Company secured additional land packages in the California-Vetas-Surata gold
region in the state of Santander, Colombia using a combination of cash and the issuance of common
shares. Under terms of the original agreements, and those secured during the quarter ended March
31, 2010, the Company will pay a combined total of $2.6 million and issue 2.5 million common shares
of the Company Galway Resources. For California, the terms extend over a three year period for 80%
of the properties, plus a pro rata payment of between 0.5% and 2% of measured and indicated gold
resources at the time of the exercise of the option. For Vetas, the time period is four years with an
option to earn 100% of the project by also paying 1.5% of the gold value of measured and indicated
gold resources. These contracts cover 560 hectares of property in California and 541 hectares in
Vetas. None of the properties are encumbered by royalty commitments. During the quarter ended June
30, 2010, the company issued 1,169,115 common shares, valued at $1,196,930 to settle share
issuance commitments up to June 30th, 2010.
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Galway Resources Ltd.

(A Development Stage Company)

Notes to Interim Consolidated Financial Statements
(Expressed in United States Dollars)

(Unaudited)

Three and Six Months Ended June 30, 2010

7. Share Capital
a) Details of share capital are as follows:
Authorized:
Unlimited common shares without par value

Contributed

Shares Amount

Issued and Fully Paid:

Balance, December 31, 2009 77,152,867 $ 26,190,909
Exercise of stock options 352,500 216,474
Exercise of warrants 1,309,000 1,277,409
Exercise of agent's warrants 200,000 168,802
Shares issued for property (Note 6(iii)) 1,169,115 1,196,930
Agent's warrants issued - (49,824)

Balance, June 30, 2010 80,183,482 $ 29,000,700

b) Share Purchase Options
A summary of the Company's stock option activity is as follows:

Weighted Average

Stock Options Exercise Price
Balance, December 31, 2009 7,092,500 Cdn $ 0.63
Exercised (352,500) 0.48
Cancelled (550,000) 0.65
Balance, June 30, 2010 6,190,000 Cdn $ 0.65
Galwa
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Galway Resources Ltd.
(A Development Stage Company)

Notes to Interim Consolidated Financial Statements

(Expressed in United States Dollars)
(Unaudited)
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7.

Share Capital (Continued)

b) Share Purchase Options (Continued)

As at June 30, 2010, the Company had the following stock options outstanding and exercisable:

Weighted
Average
Number Number Remaining
of Options of Options  Contractual Exercise
Grant Date Vested Outstanding Life (years) Price Expiry Date
August 23, 2005 200,000 200,000 0.30 $ 0.10 October 19, 2010
April 25, 2006 287,500 287,500 0.82 0.18 April 25, 2011
February 19, 2008 145,000 145,000 1.64 0.83 February 19, 2012
August 6, 2008 675,000 675,000 2.10 1.12 August 6, 2012
February 1, 2008 110,000 110,000 2.59 0.50 February 1, 2013
October 31, 2008 225,000 225,000 3.34 0.11 October 31, 2013
June 30, 2009 816,250 1,205,000 4.00 0.15 June 30, 2014
October 9, 2009 1,023,125 3,342,500 4.28 0.84 October 9, 2014
3,481,875 6,190,000 3.57 Cdn $ 0.65

As of June 30, 2010, the total stock-based compensation incurred was $1,287,176 (June 30, 2009 -
$24,813); the total stock-based compensation related to non-vested options was $539,964 (six months
ended June 30, 2009 - $17,328), which is to be recognized over the remaining life of the options.

¢) Share Purchase Warrants

A summary of the Company's warrant activity is as follows:

Weighted Average

Warrants Exercise Price
Balance, December 31, 2009 13,680,000 Cdn $ 0.72
Granted 100,000 0.75
Exercised (1,509,000) 0.72
Balance, June 30, 2010 12,271,000 Cdn $ 0.72
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RESOURCEsy"/

-16 -



Galway Resources Ltd.

(A Development Stage Company)

Notes to Interim Consolidated Financial Statements
(Expressed in United States Dollars)

(Unaudited)

Three and Six Months Ended June 30, 2010

7.

Share Capital (Continued)
¢) Share Purchase Warrants (Continued)

On March 5th, 2010, 200,000 broker warrants were exercised. Each broker warrant entitles the agents to
acquire one unit comprised of one common share and one-half of one common share purchase warrant
of the Company for a period of two years from the date of issuance at an exercise price of Cdn $0.50 per
unit. Each whole warrant, upon the exercise of a broker warrant, entitles the holder to acquire one
common share of the Company for a period of two years from the date of issuance of the original broker
warrant, at a price of Cdn $0.75 per share. As a result of the exercise of the broker warrants, the
Company issued an additional 100,000 broker warrants. These broker warrants were valued at $49,824
and have been included as a cost of financing.

The fair value of the common share purchase warrants issued were determined using the Black-Scholes
pricing model using the following weighted average assumptions:

Risk-free interest rate 1.41%
Expected dividend yield 0%
Expected stock price volatility 195.97%
Expected life of warrants 1.6 years

As at June 30, 2010, the Company had the following warrants outstanding:

Number of Warrants

Outstanding Exercise Price Expiry Date
10,791,000 Cdn $ 0.75 September 29, 2011
1,480,000 0.50 September 29, 2011
12,271,000 Cdn $ 0.72

Related Party Transactions
Related party transactions are as follows:

During the three and six months ended June 30, 2010, $nil and nil respectively (three and six months ended
June 30, 2009 - $3,158 and $6,486) was paid to a company with a director and officer in common for
administrative services. Included in due to related parties is $nil (December 31, 2009 - $132) owing to this
company.

During the three and six months ended June 30, 2010, the Company paid $5,582 and $24,803 respectively
to a company controlled by an officer of the Company, for accounting services. The Company also paid $nil
and $11,599 for consulting services rendered by the same officer. As at June 30, 2010, the company
controlled by the officer was also owed $13,649. During the three and six months ended June 30, 2010, the
Company also paid $3,269 and $5,269 to another company controlled by the same officer of the Company,
for corporate secretarial services. As at June 30, 2010, the company controlled by the officer was also owed
$2,285.
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8. Related Party Transactions (Continued)

The above transactions, occurring in the normal course of operations, are measured at the exchange
amount, which is the amount of consideration established and agreed to by the related parties.

9. Segmented Information
South
June 30, 2010 Canada USA America Total
Cash $ 7,816,484 $ 69,619 $ 475507 $ 8,361,610
Resource property cost - 911,431 2,671,369 3,582,800
Other assets 69,059 207,814 88,465 365,338
$ 7,885543 $ 1,188,864 $ 3,235,341  $ 12,309,748
Segmented operating loss $ 1549968 $ 438,293 $ 2,345,040 $ 4,333,301
South
December 31, 2009 Canada USA America Total
Cash $11,072,442 $ 52,265 $ 298,897 $ 11,423,604
Resource property cost - 634,085 1,501,713 2,135,798
Other assets 52,500 159,968 73,405 285,873
$11,124942 $ 846,318 $ 1,874,015 $ 13,845,275
June 30, 2009
Identifiable assets $ 2,506,270 $ 889,014 $ 39,801 $ 3,435,085
Segmented operating loss $ 121560 $ 1,268,340 $ 396,264 $ 1,786,164

10. Subsequent Events

On July 29, 2010, the Company awarded an aggregate of 1.6 million incentive stock options to directors,
officers, consultants and employees of the Company. The options are exercisable at $0.75 and expire on
July 29, 2015.

On August 26, 2010, the Company awarded a further 10,000 stock options to an employee. The options are
exercisable at $0.71 and expire on August 26, 2015.
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