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MANAGEMENT'S RESPONSIBILITY FOR
CONDENSED INTERIM CONSOLIDATED FINANCIAL REPORTING

The accompanying unaudited condensed interim consolidated financial statements of Galway Resources Ltd. [the
"Company"] are the responsibility of the management and Board of Directors of the Company.

The unaudited condensed interim consolidated financial statements have been prepared by management, on behalf
of the Board of Directors, in accordance with the accounting policies disclosed in the notes to the unaudited
condensed interim consolidated financial statements. Where necessary, management has made informed
judgments and estimates in accounting for transactions which were not complete at the balance sheet date. In the
opinion of management, the unaudited condensed interim consolidated financial statements have been prepared
within acceptable limits of materiality and are in accordance with International Accounting Standard 34 Interim
Financial Reporting using accounting policies consistent with International Financial Reporting Standards
appropriate in the 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 condensed interim
consolidated financial statements and (ii) the unaudited interim condensed consolidated financial statements fairly
present in all material respects the financial condition, financial performance and cash flows of the Company, as of
the date of and for the periods presented by the unaudited condensed interim consolidated financial statements.

The Board of Directors is responsible for reviewing and approving the unaudited condensed 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 condensed 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 condensed 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.

(signed) (signed)
Robert Hinchcliffe Carmelo Marrelli
President and Chief Executive Officer Chief Financial Officer

August 29, 2011
Toronto, Canada



Galway Resources Ltd.
Condensed Interim Consolidated Statement of Financial Position
(Expressed in United States Dollars)

(Unaudited)
June 30, December 31,
2011 2010
Assets
Current assets
Cash and cash equivalents $ 24,570,164 $ 4,227,743
Restricted cash 89,066 86,781
Accounts receivable 227,503 68,794
Prepaid expenses 249,352 50,514
25,136,085 4,433,832
Non-current assets
Equipment (Note 5) 48,322 44,608
Resource property costs (Note 6) 6,135,099 4,054,853
TOTAL ASSETS $ 31,319,506 $ 8,533,293
Liabilities
Current liabilities
Accounts payable and accrued liabilities $ 2,396,381 $ 1,664,346
Obligation to issue shares - 35,106
Due to related parties (Note 9) 48,547 9,539
TOTAL LIABILITIES 2,444,928 1,708,991
Shareholders' Equity
Share capital (Note 8(a)) 53,954,265 29,791,705
Reserves 19,526,064 13,130,538
Accumulated Deficit (45,193,377) (35,891,185)
Accumulated other comprehensive income (loss) 587,626 (206,756)
Total Shareholders' Equity 28,874,578 6,824,302
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 31,319,506 $ 8,533,293

Approved by the Board "Robert Hinchcliffe"  Director "Robb Doub"  Director
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The accompanying notes are an integral part of these consolidated financial statements.
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Galway Resources Ltd.
Condensed Interim Consolidated Income Statement
(Expressed in United States Dollars)

(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010

Expenses

Administrative expenses (Note 10) $ 2,110,959 $ 839,786 $ 3,586,748 $ 2,169,222

Exploration costs 3,696,402 1,712,495 5,796,585 2,644,690

Foreign exchange loss (gain) (20,247) (135,855) 89,180 (477,070)
Operating loss 5,787,114 2,416,426 9,472,513 4,336,842
Other

Finance income 105,213 732 170,321 3,541
Loss before income tax (5,681,901) (2,415,694) (9,302,192) (4,333,301)

Income tax - - - -
Net loss $ (5,681,901) $ (2,415694) $ (9,302,192) $§ (4,333,301)
Loss per share - basic and diluted $ (0.04) $ (0.03) $ (0.09) $ (0.06)
Weighted average number

of common shares 132,872,012 78,649,081 107,296,497 78,011,991

Condensed Interim Consolidated Statement of Comprehensive Loss
(Expressed in United States Dollars)

(Unaudited)

Three Months Ended Six Months Ended

June 30, June 30,

2011 2010 2011 2010
Net loss for the year $ (5,681,901) $ (2,415,694) $ (9,302,192) $§ (4,333,301)
Other comprehensive income
Unrealized foreign currency translation 281,461 (276,373) 794,382 (218,693)
Total comprehensive loss $ (5,400,440) $ (2,692,067) $ (8,507,810) $§ (4,551,994)

Galway—~
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The accompanying notes are an integral part of these consolidated financial statements.
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Galway Resources Ltd.
Condensed Interim Consolidated Statements of Cash Flows
(Expressed in United States Dollars)
(Unaudited)
Six Months Ended
June 30,
2011 2010

Cash flows from operating activities
Loss before income tax $ (9,302,192) $§ (4,333,301)
Items not affecting cash:

Depreciation 4,718 5,759
Stock-based compensation 2,530,471 1,287,176
Obligation to issue shares write-off (35,106) -
Foreign exchange loss (gain) 89,180 (477,070)
Changes in current assets and liabilities:
Accounts receivable (156,884) (11,351)
Prepaid expenses (197,749) (21,045)
Accounts payable and accrued liabilities 661,625 156,026
Due to related parties 39,008 (306)
Net cash used in operating activities (6,366,929) (3,394,112)
Cash flows from investing activities
Purchase of equipment (8,086) (7,219)
Resource property acquisition costs (Note 6) (854,160) (1,447,002)
Restricted cash (2,011) (45,134)
Net cash used in investing activities (864,257) (1,499,355)

Cash flows from financing activities
Share issuance proceeds, net of financing costs (Note 8(a)) 27,042,471 1,160,043
Obligation to issue shares - -

Net cash generated from financing activities 27,042,471 1,160,043
Effect of foreign exchange rate changes on cash balances 531,136 671,430
Net increase (decrease) in cash and cash equivalents 20,342,421 (3,061,994)
Cash and cash equivalents, beginning of period 4,227,743 11,423,604
Cash and cash equivalents, end of period $ 24,570,164 $ 8,361,610

Galway./

The accompanying notes are an integral part of these consolidated financial statements.
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Galway Resources Ltd.

Condensed Interim Consolidated Statements of Cash Flows
(Expressed in United States Dollars)

(Unaudited)

Six Months Ended
June 30,
2011 2010

Cash and cash equivalents consist of:

Cash
Short-term deposits

$ 951,995 § 8,361,610
23,618,169 -

$ 24,570,164 $ 8,361,610

Schedule of non-cash investing and financing activities

Shares issued for property acquisition (Note 8(a))

$ 985,144 $ 1,196,930

Cash paid for income taxes

Galway—~

RESOURCES

The accompanying notes are an integral part of these consolidated financial statements.
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Galway Resources Ltd.

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

June 30, 2011

(Unaudited)

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 is a mining exploration company focused on developing its
three advanced exploration projects. The Company's head office is located at 50 Richmond Street East,
Suite 101, Toronto, Ontario, M5C 1N7.

These consolidated financial statements have been prepared on the basis of accounting principles applicable
to a going concern, which assumes that the Company will continue in operation for the foreseeable future and
will be able to realize its assets and discharge its liabilities in the normal course of operations. These
consolidated financial statements do not include adjustments to the amounts and classification of assets and
liabilities that might be necessary should the Company be unable to continue in business.

The Company operates in the exploration and development business and has exploration activities in the
United States and South America. 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.

The Company's financial year ends on December 31. The unaudited condensed interim consolidated
financial statements were authorized by the Audit Commitee of the Board of Directors on August 29, 2011.

2. Significant Accounting Policies
[a] Statement of compliance

These unaudited condensed interim consolidated financial statements have been prepared in accordance
with International Accounting Standard 34, Interim Financial Reporting [“IAS 34]. Accordingly, they do not
include all of the information required for full annual financial statements required by IFRS as issued by the
International Accounting Standards Board [“|ASB”] and interpretations of the International Financial Reporting
Interpretations Committee [‘IFRIC”] and should be read in conjunction with the consolidated financial
statements of the Company for the year ended December 31, 2010 and the Company’s condensed
consolidated interim financial statements as at and for the three months ended March 31, 2011.

The accounting policies have been applied consistently to all periods presented in these unaudited
condensed interim consolidated financial statements.

These unaudited condensed interim consolidated financial statements have been prepared on the basis of
IFRS standards that are expected to be effective or available for early adoption by the Company on
December 31, 2011, the Company's first annual reporting date under IFRS. The Company has made certain
assumptions about the accounting policies expected to be adopted when the first IFRS annual financial
statements are prepared for the year ending December 31, 2011.

Galway—
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Galway Resources Ltd.

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

June 30, 2011

(Unaudited)

2.

Significant Accounting Policies (Continued)

These condensed consolidated interim financial statements should be read in conjunction with the Company’s
2010 annual financial statements and in consideration of the IFRS transition disclosures included in note 12 to
these financial statements and the additional annual disclosures required under IFRS included in the
Company’s condensed consolidated interim financial statements as at and for the three months ended March
31, 2011.

[b] New standards

IFRS 9 Financial instruments (“IFRS 9”)

IFRS 9 was issued by the IASB in October 2010 and will replace IAS 39 Financial Instruments: Recognition
and Measurement [“IAS 39”]. IFRS 9 uses a single approach to determine whether a financial asset is
measured at amortized cost or fair value, replacing the multiple rules in IAS 39. The approach in IFRS 9 is
based on how an entity manages its financial instruments in the context of its business model and the
contractual cash flow characteristics of the financial assets. Most of the requirements in IAS 39 for
classification and measurement of financial liabilities were carried forward unchanged to IFRS 9. The new
standard also requires a single impairment method to be used, replacing the multiple impairment methods in
IAS 39. IFRS 9 is effective for annual periods beginning on or after January 1, 2013

IFRS 10 Consolidated Financial Statements (“IFRS 10”)

IFRS 10 provides a single model to be applied in the control analysis for all investees, including entities that
currently are SPEs in the scope of SIC-12. In addition, the consolidation procedures are carried forward
substantially unmodified from IAS 27 (2008). The Company intends to adopt IFRS 10 in its financial
statements for the annual period beginning on January 1, 2013. The Company is assessing the impact of
IFRS 10 on its financial statements.

IFRS 11 Joint Arrangements (“IFRS 11”)

IFRS 11 replaces the guidance in IAS 31 Interests in Joint Ventures. Under IFRS 11, joint arrangements are
classified as either joint operations or joint ventures. IFRS 11 essentially carves out of previous jointly
controlled entities, those arrangements which although structured through a separate vehicle, such
separation is ineffective and the parties to the arrangement have rights to the assets and obligations for the
liabilities and are accounted for as joint operations in a fashion consistent with jointly controlled
assets/operations under IAS 31. In addition, under IFRS 11 joint ventures are stripped of the free choice of
equity accounting or proportionate consolidation; these entities must now use the equity method.

Upon application of IFRS 11, entities which had previously accounted for joint ventures using proportionate
consolidation shall collapse the proportionately consolidated net asset value (including any allocation of
goodwill) into a single investment balance at the beginning of the earliest period presented. The investment’s
opening balance is tested for impairment in accordance with IAS 28 and IAS 36 Impairment of Assets. Any
impairment losses are recognized as an adjustment to opening retained earnings at the beginning of the
earliest period presented. The Company intends to adopt IFRS 11 in its financial statements for the annual
period beginning on January 1, 2013. The Company is assessing the impact of IFRS 11 on its financial
statements.

Galway—
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Galway Resources Ltd.

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

June 30, 2011

(Unaudited)

2. Significant Accounting Policies (Continued)
[b] New standards (continued)

IFRS 13, Fair Value Measurement ("IFRS 13")

IFRS 13, Fair Value Measurement was issued by the IASB on May 12, 2011. The new standard converges
IFRS and US GAAP on how to measure fair value and the related fair value disclosures. The new standard
creates a single source of guidance for fair value measurements, where fair value is required or permitted
under IFRS, by not changing how fair value is used but how it is measured. The focus will be on an exit price.
IFRS 13 is effective for annual periods beginning on or after January 1, 2013, with early adoption permitted.
The Company is assessing the impact of IFRS 13 on its consolidated financial statements.

Amendments to Other Standards

In addition, there have been amendments to existing standards, including IAS 27, Separate Financial
Statements (IAS 27), and IAS 28, Investments in Associates and Joint Ventures (IAS 28). IAS 27 addresses
accounting for subsidiaries, jointly controlled entities and associates in non-consolidated financial statements.
IAS 28 has been amended to include joint ventures in its scope and to address the changes in IFRS 10 — 13.

[c] Future accounting changes

The IASB is expected to publish new IFRSs on the following topics during 2011. The Company will assess
the impact of these new standards on the Company’s operations as they are published:

J Hedge accounting;

J Leases;

. Revenue recognition;
. Stripping costs; and
. Financial instruments

Galway—

RESOURCES



Galway Resources Ltd.

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

June 30, 2011

(Unaudited)

3.

Capital Management

The Company manages its capital with the following objectives:

. to ensure sufficient financial flexibility to achieve the ongoing business objectives including funding of
future growth opportunities, and pursuit of accretive acquisitions; and
L to maximize shareholder return through enhancing the share value.

The Company monitors its capital structure and makes adjustments according to market conditions in an
effort to meet its objectives given the current outlook of the business and industry in general. The Company
may manage its capital structure by issuing new shares, repurchasing outstanding shares, adjusting capital
spending, or disposing of assets. The capital structure is reviewed by Management and the Board of
Directors on an ongoing basis.

The Company considers its capital to be equity, comprising share capital, stock options, reserves,
accumulated other comprehensive income (loss) and deficit, which at June 30, 2011 totaled $28,874,578
(December 31, 2010 - $6,824,302). The Company manages capital through its financial and operational
forecasting processes. The Company reviews its working capital and forecasts its future cash flows based on
operating expenditures, and other investing and financing activities. The forecast is updated based on
activities related to its mineral properties. Selected information is provided to the Board of Directors of the
Company. The Company’s capital management objectives, policies and processes have remained
unchanged during the three and six months ended June 30, 2011 and June 30, 2010 and year ended
December 31, 2010.

The Company is not subject to any externally imposed capital requirements.

Property and Financial Risk Factors
(a) Property risk

The Company’s significant mineral properties are the Victorio Mountain Project, 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.

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

June 30, 2011

(Unaudited)

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 at banks and on hand, short-term deposits with an original maturity of three
months or less. 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 harmonized sales tax due from the Federal Government of Canada, interest
and other receivables. Accounts receivable are in good standing as of June 30, 2011. 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, 2011, the Company had cash and cash equivalents and restricted cash
balance of $24,659,230 (December 31, 2010 - $4,314,524) to settle current liabilities of $2,444,928
(December 31, 2010 - $1,708,991). 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
Market risk is the risk of loss that may arise from changes in market factors such as interest rates, foreign
exchange rates, and commodity and equity prices.

(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 functional currency, as determined by management, of the Company is the Canadian dollar. The
functional currency for each of the Company's subsidiaries is as follows: Galway Resources
(Colombia) Ltd. - Columbian pesos; Galway US Inc., Nyak Resources Inc., Galway Resources Holdco
Ltd. and Galway Resources (Cayman) Ltd. - United States dollars; All amounts in these financial
statements are presented in United States dollars ("Presentation currency"). 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 on a cash call basis using the
U.S. dollar currency converted from its Canadian dollar bank accounts held in Canada. The Company
funds most operations, exploration and administrative expenses in Colombia on a cash call basis using
Colombian pesos 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.

Galway—
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Galway Resources Ltd.

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

June 30, 2011

(Unaudited)

4.

Property and Financial Risk Factors (Continued)

(b) Financial risk (Continued)

Sensitivity analysis

Cash and cash equivalents and accounts receivable are classified for accounting purposes as loans and
receivables, which are measured at amortized cost and approximate their 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 approximate their fair market value.

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 and Colombian pesos. As at June 30, 2011, had the
Canadian dollar weakened/strengthened by 5% against the U.S. dollar with all other variables held constant,
the Company’s other comprehensive income for the period ended June 30, 2011 would have been
approximately $1,105,000 higher/lower as a result of foreign exchange losses/gains on translation of
Canadian dollar denominated financial instruments. Similarly, as at June 30, 2011, shareholders' equity would
have been approximately $1,105,000 lower/higher had the Canadian dollar weakened/strengthened by 5%
against the U.S. dollar as a result of foreign exchange impact on translation of Canadian dollar denominated
financial instruments.

Galway—
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Galway Resources Ltd.

Notes to Condensed Interim Consolidated Financial Statements

(Expressed in United States Dollars)

June 30, 2011
(Unaudited)

5. Equipment

Office Computer
COST equipment software Equipment Total
Balance, January 1, 2010 $ 49,503 $ 58,888 $ 49911  § 158,302
Additions (448) (533) 5,858 4,877
Balance, June 30, 2010 $ 49,055 $ 58,355 §$ 55,769 §$ 163,179
Additions 3,256 3,872 12,557 19,685
Balance, December 31, 2010 $ 52,311 $ 62,227 $ 68,326 $ 182,864
Additions 4,549 - 3,883 8,432
Balance, June 30, 2011 $ 56,860 $ 62,227 $ 72,209 $ 191,296

Office Computer
ACCUMULATED DEPRECIATION equipment software Equipment Total
Balance, January 1, 2010 $ 31,709 $ 57,907 §$ 31,075 §$ 120,691
Depreciation for the period 2,409 (524) 1,432 3,317
Balance, June 30, 2010 $ 34,118 $ 57,383 § 32,507 §$ 124,008
Depreciation for the period 5,123 3,808 5,317 14,248
Balance, December 31, 2010 $ 39,241 § 61,191 § 37,824 § 138,256
Depreciation for the period 2,330 - 2,388 4,718
Balance, June 30, 2011 $ 41,571 § 61,191 § 40,212 § 142,974

Office Computer
CARRYING AMOUNT equipment  software Equipment Total
Balance, January 1, 2010 $ 17,794  $ 981 $ 18,836 $ 37,611
Balance, June 30, 2010 $ 14,937 $ 972 $ 23,262 $ 39,171
Balance, December 31, 2010 $ 13,070 $ 1,036 $ 30,502 $ 44,608
Balance, June 30, 2011 $ 15,289 $ 1,036 $ 31,997 $ 48,322

Galway—~
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Galway Resources Ltd.

Notes to Condensed Interim Consolidated Financial Statements

(Expressed in United States Dollars)

June 30, 2011
(Unaudited)

6. Resource Property Costs

Cumulative acquisition costs per project under active exploration:

Victorio Mountain Carboluis California-Vetas Total
Balance, January 1, 2010 $ 634,085 $ 40,752 $ 1,505,321 $ 2,180,158
Additions 277,346 - 1,169,656 1,447,002
Change due to foreign exchange - - (154,957) (154,957)
Balance, June 30, 2010 $ 911,431  § 40,752 $ 2,520,020 $ 3,472,203
Additions 103,581 - 618,596 722,177
Adjustment to property costs (275,860) - - (275,860)
Asset impairment - (40,752) - (40,752)
Change due to foreign exchange - - 177,085 177,085
Balance, December 31, 2010 $ 739,152 $ - $ 3,315701 $ 4,054,853
Additions 259,167 - 1,642,519 1,901,686
Change due to foreign exchange - - 178,560 178,560
Balance, June 30, 2011 $ 998,319 $ - $ 5,136,780 $ 6,135,099

i) 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.

i) 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, 2010.

i) During the six month ended June 30, 2011,

$985,144, to settle share issuance commitments for property acquisitions.

the Company issued 778,155 common shares, valued at

iv) During the six month ended June 30, 2011, the TSX Venture Exchange has accepted for filing an amended
purchase agreement dated May 28, 2011, whereby a wholly owned subsidiary of Galway Resources Ltd.
will acquire a 100-per-cent interest in the Victorio Mountains project in New Mexico. The amendment
modifies the consideration payable for the interest, and now consists of $2.1-million and 200,000 shares.

7. Accounts Payable

As at As at
June 30, December 31,

2011 2010
Trade payables $ 2,086,087 $ 1,447,583
Accrued liabilities 310,294 216,763
$ 2,396,381 $ 1,664,346

Galway—~
RESOURCES
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Galway Resources Ltd.

Notes to Condensed Interim Consolidated Financial Statements

(Expressed in United States Dollars)
June 30, 2011
(Unaudited)

8.

Share Capital

a) Details of share capital:

Six Months ended June 30, 2010

Number of shares
issued Amount

Authorized
Unlimited common shares without par value

Balance, January 1, 2010
Exercise of stock options
Exercise of warrants
Exercise of agent's warrants
Share issued for property
Agent's warrants issued

77,152,867 $ 26,190,909

352,500 216,474
1,309,000 1,277,409
200,000 168,802
1,169,115 1,196,930
- (49,824)

Balance, June 30, 2010

80,183,482 $ 29,000,700

Six months ended June 30, 2011

Number of shares
issued Amount

Authorized
Unlimited common shares without par value

Balance, January 1, 2011

Share issued for private placements

Share issuance costs

Proportional allocation of warrants attached to private placements
Agent's warrants issued

Exercise of options

Exercise of warrants

Shares issued for property (Note 6(iii))

81,720,982 $ 29,791,705

25,720,000 26,098,427
- (1,332,751)

- (4,377,512)

- (1,508,678)
391,250 225,697
3,506,860 4,072,233
778,155 985,144

Balance, June 30, 2011

112,117,247 $ 53,954,265

-15 -
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Galway Resources Ltd.

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

June 30, 2011

(Unaudited)

8.

Share Capital (Continued)
a) Details of share capital (Continued)

On January 13, 2011, the Company completed a private placement ("Offering") with a syndicate of
Underwriters. Under the Offering, the Company sold 17,720,000 units ("Units") and 8,000,000 common
shares (the "Shares") at a price of Cdn$1.00 per Unit or Share for aggregate gross proceeds to the Company
of Cdn$25,720,000 (US$26,098,427). Each Unit consists of one common share of the Company and one-
half of one common share purchase warrant (each whole warrant, a "Warrant). Each Warrant entitles the
holder to acquire one common share of the Company for a period of two years from the closing date of the
Offering at an exercise price of Cdn$1.50 per share (the "Exercise Price"). If over a period of 20 consecutive
trading days following the date which is 4 months and one day from the closing of the Offering, the daily
volume weighted average trading price of the Company's common shares on the TSX Venture Exchange
("Exchange") exceeds the Exercise Price by 25% on each of those days, the Company will have the right to
give notice in writing to the holders of Warrants within 30 days of such an occurrence that the Warrants shall
expire on the 45th day following the giving of such notice unless exercised by the holders thereof prior to
such date.

The fair value attributable to the common shares and warrants was $21,720,915 and $4,377,512,
respectively.

The Company incurred share issuance costs of $1,332,751 and issued agent's warrants equal to 6% of the
number of Units and Shares (valued at $1,130,114) sold pursuant to the Offering. Each agent warrant
entitles the Underwriters to acquire one Unit comprised of one common share of the Company and one-half
of one Warrant until February 13, 2013, at an exercise price of C$1.00 per Unit.

The common shares and Warrants comprising the Units and the Shares, as well as the common shares
issuable upon exercise of the Warrants, are subject to a hold period expired May 15, 2011 in accordance with
applicable securities laws and Exchange policies.

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

Risk-free interest rate 1.75%
Expected dividend yield 0%
Expected stock price volatility 132%
Expected life of options 2 years
Forfeiture rate 0%
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Galway Resources Ltd.

Notes to Condensed Interim Consolidated Financial Statements

(Expressed in United States Dollars)
June 30, 2011
(Unaudited)

8. Share Capital (Continued)

b) Share purchase options

The Company has established a share purchase option plan (the “Plan”) whereby the board of directors may,
from time to time, grant options to directors, officers, employees, consultants or management company
employees. Options granted must be exercised not later than five years from the date of grant or such lesser
or greater period as may be determined by the Company’s board of directors and in accordance with the
policies of the TSX-V. The exercise price of an option must be determined by the board of directors and in
accordance with the Plan and the policies of the TSX-V. Subject to the policies of the TSX-V, the board of
directors may determine the time during which options shall vest and the method of vesting, or that no vesting

restriction shall exist.

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

Weighted Average

For the Six months ended June 30, 2010 Stock Options Exercise Price
Balance, January 1, 2010 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
Weighted Average
For the Six months ended June 30, 2011 Stock Options Exercise Price
Balance, January 1, 2011 7,670,500 Cdn $ 0.74
Granted 3,305,000 1.07
Exercised (391,250) 0.29
Cancelled (175,500) 0.57
Balance, June 30, 2011 10,408,750 $ 0.86
Galway—~
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Galway Resources Ltd.

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

June 30, 2011

(Unaudited)

8.

Share Capital (Continued)

b) Share purchase options (Continued)

As at June 30, 2011, the Company had the following stock options outstanding and exercisable:

Weighted
Average
Number Number Remaining
of Options of Options  Contractual Exercise
Grant Date Exercisable Outstanding Life (years) Price Expiry Date
February 19, 2008 145,000 145,000 0.64 Cdn 0.83 February 19, 2012
August 6, 2008 575,000 575,000 1.10 $ 112 August 6, 2012
February 1, 2008 110,000 110,000 1.59 0.50 February 1, 2013
June 30, 2009 885,000 885,000 3.00 0.15 June 30, 2014
October 9, 2009 3,256,250 3,256,250 3.28 0.84 October 9, 2014
July 29, 2010 755,000 1,555,000 4.08 0.75 July 29, 2015
August 17, 2010 20,000 40,000 4.13 0.67 August 17, 2015
August 26, 2010 5,000 5,000 4.16 0.71 August 26, 2015
November 9, 2010 132,500 265,000 4.36 0.95 November 9, 2015
December 8, 2010 172,500 345,000 4.44 1.00 December 8, 2015
February 11, 2011 - 2,862,500 4.62 1.05 February 11, 2016
April 21, 2011 - 365,000 4.81 1.24 April 21, 2016
6,056,250 10,408,750 3.69 Cdn $ 0.86

The fair value of options granted was estimated on their grant date using the Black-Scholes option-pricing
model with the following weighted average assumptions:

Risk-free interest rate 2.51% - 2.70%
Expected dividend yield 0%
Expected stock price volatility 164% - 164.25%
Expected life of options 5 years

The fair value of the options granted during the period ended June 30, 2011 was $3,303,604 (June 30, 2010 -
$nil). The weighted average fair value of these options was C$1.00 (June 30, 2010 - $nil) per share.

Option pricing models require the input of highly subjective assumptions including an estimate of the amount
of options expected to be forfeited in the future and the estimate of the share price volatility, which is
determined using historical closing prices of the company's stock price. Changes in the subjective input
assumptions can materially affect the fair value estimate, and therefore, the existing models do not
necessarily provide a reliable single measure of the fair value of the Company’s stock options.
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Galway Resources Ltd.

Notes to Condensed Interim Consolidated Financial Statements

(Expressed in United States Dollars)
June 30, 2011
(Unaudited)

8. Share Capital (Continued)

c) Share purchase warrants

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

Weighted Average

For the Six month ended June 30, 2010 Warrants Exercise Price
Balance, January 1, 2010 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
Weighted Average
For the Six month ended June 30, 2011 Warrants Exercise Price
Balance, January 1, 2011 11,829,000 Cdn $ 0.72
Granted (Note 8(a))(i)(ii) 11,054,680 1.39
Exercised (3,506,860) 0.72
Balance, June 30, 2011 19,376,820 Cdn $ 1.11
As at June 30, 2011 the Company had the following warrants outstanding:
Number of Warrants
Outstanding Exercise Price Expiry Date
9,205,100 Cdn $ 0.75 September 29, 2011
1,311,720 1.00 February 13, 2013
8,860,000 1.50 February 13, 2013
19,376,820 Cdn $ 1.11

-19-
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Notes to Condensed Interim Consolidated Financial Statements
(Expressed in United States Dollars)

June 30, 2011

(Unaudited)

8.

Share Capital (Continued)
c) Share purchase warrants (Continued)

(i) On April 26th, 2011, 840,000 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
420,000 broker warrants. These broker warrants were valued at $265,782 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 1.70%
Expected dividend yield 0%
Expected stock price volatility 66.25%
Expected life of warrants 0.43 years

(i) On May 18th, 2011, 462,960 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 $1.00 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 $1.50 per share. As a result of the exercise of the broker warrants, the Company issued an additional
231,480 broker warrants. These broker warrants were valued at $112,782 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 1.66%
Expected dividend yield 0%
Expected stock price volatility 91.99%
Expected life of warrants 1.88 years
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Galway Resources Ltd.

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

June 30, 2011

(Unaudited)

9.

10.

Related Party Transactions

(a) Related party transactions are as follows:

During the three and six months ended June 30, 2011, the Company paid $28,630 and $35,023 respectively
(three and six months ended June 30, 2010 - $5,582 and $24,803 respectively) to a company controlled by
an officer of the Company, for accounting services. As at June 30, 2011, the company controlled by the
officer was also owed $36,369 (December 31, 2010 - $4,505). During the three and six months ended June
30, 2011, the Company also paid $6,287 and $12,287 respectively (three and six months ended June 30,
2010 - $nil and $11,599 respectively) to a company controlled by an officer of the Company, for CFO
consulting services. As at June 30, 2011, the company controlled by the officer was also owed $7,031
(December 31, 2010 - $2,272).

During the three and six months ended June 30, 2011, the Company also paid $3,458 and $6,790
respectively (three and six months ended June 30, 2010 - $3,269 and $5,269 respectively) for corporate
secretarial services to another company where the Chief Financial Officer is an officer. As at March, 2010,
the company where the Chief Financial Officer is an officer was also owed $5,147 (December 31, 2010 -
$2,762).

(b) Remuneration of Directors and key management personnel of the Corporation was as follows:

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
Salaries and benefits (V) $ 31,801 $ 10,691 $ 63,705 $ 10,691
Share based payments $ 775,555 $ 307,993 $ 1,247,706 $ 915,385

(") Salaries and benefits include director fees. The board of directors do not have employment or service
contracts with the Corporation. Directors are entitled to director fees and stock options for their services.

Administrative expenses

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
Stock-based compensation 1,433,482 351,456 2,530,471 1,287,176
Other expenses 486,710 369,899 681,907 596,670
Professional fees 173,832 86,135 311,740 201,317
Travel 12,039 31,375 36,733 63,150
Listing and filing fees 2,312 (1,964) 21,179 15,150
Depreciation 2,584 2,885 4,718 5,759
Total $ 2,110,959 $ 839,786 $ 3,586,748 $ 2,169,222
Galway—
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Notes to Condensed Interim Consolidated Financial Statements

(Expressed in United States Dollars)

June 30, 2011
(Unaudited)

11.

Segmented Information

Details are as follows:

South
June 30, 2011 Canada USA America Total
Cash and cash equivalents $ 23,585,500 94,197 $ 890,467 $24,570,164
Resource property cost - 998,319 5,136,780 6,135,099
Other assets 209,746 87,422 317,075 614,243
$ 23,795,246 1,179,938 $ 6,344,322 $ 31,319,506
Six Months ended June 30, 2011
Segmented operating loss $ 3,162,388 636,525 $ 5,503,279 $ 9,302,192
South
December 31, 2010 Canada USA America Total
Cash and cash equivalents $ 4,164,522 27,560 $ 35,661 $ 4,227,743
Resource property cost - 739,152 3,315,701 4,054,853
Other assets 113,917 89,471 47,309 250,697
$ 4,278,439 856,183 $ 3,398,671 $ 8,533,293
Year ended December 31, 2010
Segmented operating loss $ 3,200,462 1,406,677 $ 6,583,869 $ 11,191,008
Asset impairment - - 40,752 40,752
$ 3,200,462 1,406,677 $ 6,624,621 $ 11,231,760
South
Six Months ended June 30, 2010 Canada USA America Total
Segmented operating loss 1,549,968 438,293 2,345,040 4,333,301
Galway—~
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Notes to Condensed Interim Consolidated Financial Statements
(Expressed in United States Dollars)

June 30, 2011

(Unaudited)

12. Conversion to IFRS
(i)  Overview

As stated in Significant Accounting Policies note 2, the Company’s unaudited condensed interim
consolidated financial statements are prepared in accordance with IAS 34, using accounting policies
consistent with IFRS.

The accounting policies described in note 2 have been applied in preparing the financial statements for the
three and six months ended June 30, 2011 and in preparation of an opening IFRS statement of financial
position at January 1, 2010 (the Company's Transition Date) and December 31, 2010.

(ii)  First-time adoption of IFRS

The adoption of IFRS requires the application of IFRS 1, which provides guidance for an entity’s initial
adoption of IFRS. IFRS 1 generally requires retrospective application of IFRS as 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 elected to apply the following optional exemptions in its preparation of an opening IFRS
statement of financial position as at January 1, 2010.

. To apply IFRS 2 Share based Payments only to equity instruments that were issued after
November 7, 2002 and had not vested by the Transition Date.
. 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. The Company has no leases.

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 are consistent with those that were made under Canadian GAAP.

The Company’s Transition Date IFRS unaudited statement of financial position is included as comparative
information in the unaudited statement of financial position in these financial statements.
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Notes to Condensed Interim Consolidated Financial Statements
(Expressed in United States Dollars)

June 30, 2011

(Unaudited)

12.

(iii)

Conversion to IFRS (continued)
Changes to accounting policies

The following summarizes the significant changes to the Company’s accounting policies on adoption of
IFRS.

(a) Impairment of non-financial assets

IFRS requires a write down of assets if the higher of the fair value less costs to sell 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. Previously Canadian GAAP require 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 have been changed to
reflect these differences. There was no impact on the unaudited condensed interim financial statements.

(b) Decommissioning Liabilities (Asset Retirement Obligations)

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 have been changed to reflect
these differences. There is no impact on the unaudited condensed interim financial statements.

(c) Foreign exchange

Under IFRS, translation occurs using the equivalent of the current rate method under Canadian GAAP when
translating balances to the Company's presentation currency. Under this method, all assets and liabilities are
treated as monetary and translated to the presentation currency using the foreign exchange rate at the end of
the reporting period. Differences between the translation of the balance sheet and the statement of operations
are accumulated in an account in equity. The change in translation methodology has resulted in changes in the
functional currency for the Company’s Columbian subsidiary. As a result, income and expenses of this foreign
subsidiary are recorded using the rate of exchange in effect at the dates of the transactions and the translation
of assets and liabilities are at the rates of exchange in effect at the period end date resulting to currency
translation adjustment recognized in the statement of other comprehensive loss.

IFRS also allows Cumulative translation differences (CTA) for all foreign operations to be deemed zero at the
date of transition. If this alternative is chosen, the balance is transferred to the Retained Earnings. If this
optional exemption is chosen, any gain or loss on a subsequent disposal of any foreign operation shall exclude
translation differences that arose before the date of transition, but will include later translation differences.
Galway will not elect to apply this exemption.
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(Expressed in United States Dollars)

June 30, 2011

(Unaudited)

12. Conversion to IFRS (continued)
(iii)  Changes to accounting policies (continued)
(c) Foreign exchange (continued)

Impact on Condensed Interim Statements of Financial Position

As at
June 30,
2010
Adjustment to Resource property costs $ (110,597)
Adjustment to accumulated
comprehensive loss $ (110,597)

(d) Presentation

Certain amounts on the unaudited condensed interim statement of financial position, income statement and
comprehensive loss and statement of cash flows have been reclassified to conform to the presentation adopted
under IFRS.

(e) Cash flows

The changes in accounting policies resulting from the Company's adoption of IFRS had no impact on the
statements of cash flows for the year ended December 31, 2010 and six months ended June 30, 2010.
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(Expressed in United States Dollars)
June 30, 2011
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12. Conversion to IFRS (continued)

(iv)  Reconciliation between IFRS and Canadian GAAP

The June 30, 2010 Canadian GAAP statement of financial position has been reconciled to IFRS as follows:

June 30, 2010

Canadian IFRS IFRS
GAAP adjustments reclassifications IFRS
Assets
Current assets
Cash and cash equivalents $ 8,361,610 $ - $ - $ 8,361,610
Restricted cash 196,275 - - 196,275
Accounts receivable 45,977 - - 45,977
Prepaid expenses 83,915 - - 83,915
8,687,777 - - 8,687,777
Equipment 39,171 - - 39,171
Resource property costs (Note 12(iii)(c)) 3,582,800 (110,597) - 3,472,203
$ 12,309,748 $ (110,597) $ - $ 12,199,151
Liabilities
Current liabilities
Accounts payable and accrued liabilities $ 827,064 $ - $ - $ 827,064
Obligation to issue shares 32,922 - - 32,922
859,986 - - 859,986
Shareholders’ equity
Share capital 29,000,700 - - 29,000,700
Contributed surplus 12,183,260 - (12,1883,260) -
Reserves - - 12,183,260 12,183,260
Deficit (28,992,726) - - (28,992,726)
Accumulated other
comprehensive loss (Note 12(iii)(c)) (741,472) (110,597) - (852,069)
(29,734,198) (110,597) - (29,844,795)
11,449,762 (110,597) - 11,339,165
$ 12,309,748 $ (110,597) $ - $ 12,199,151
Galway—~
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(Unaudited)

12. Conversion to IFRS (continued)
(v)  Reconciliation between IFRS and Canadian GAAP (continued)

The three months ended June 30, 2010 Canadian GAAP statement of loss and comprehensive loss has been
reconciled to IFRS as follows:

Canadian IFRS IFRS
GAAP adjustments reclassifications IFRS
EXPENSES:
Exploration costs $ 1,712,495 $ - $ - $ 1,712,495
General and
administrative expenses (Note 12(iii)(d)) 369,899 - (369,899) -
Listing and filing fees (Note 12(iii)(d)) (1,964) - 1,964 -
Professional fees (Note 12(iii)(d)) 86,135 - (86,135) -
Stock-based compensation (Note 12(iii)(d)) 351,456 - (351,456) -
Travel (Note 12(iii)(d)) 31,375 - (31,375) -
Depreciation 2,885 - (2,885) -
Administrative expenses (Note 12(iii)(d)) - - 839,786 839,786
Foreign exchange gain (135,855) - - (135,855)
(2,416,426) - - (2,416,426)
Other
Finance income 732 - - 732
NET LOSS $ (2,415,694) $ - $ - $ (2,415,694)
Galway—~
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12. Conversion to IFRS (continued)
(v)  Reconciliation between IFRS and Canadian GAAP (continued)

The six months ended June 30, 2010 Canadian GAAP statement of loss and comprehensive loss has been reconciled
to IFRS as follows:

Canadian IFRS IFRS
GAAP adjustments reclassifications IFRS
EXPENSES:
Exploration costs $ 2,644,690 $ - $ - $ 2,644,690
General and
administrative expenses (Note 12(iii)(d)) 596,670 - (596,670) -
Listing and filing fees (Note 12(iii)(d)) 15,150 - (15,150) -
Professional fees (Note 12(iii)(d)) 201,317 - (201,317) -
Stock-based compensation (Note 12(iii)(d)) 1,287,176 - (1,287,176) -
Travel (Note 12(iii)(d)) 63,150 - (63,150) -
Depreciation 5,759 - (5,759) -
Administrative expenses (Note 12(iii)(d)) - - 2,169,222 2,169,222
Foreign exchange gain (477,070) - - (477,070)
(4,336,842) - - (4,336,842)
Other
Finance income 3,541 - - 3,541
NET LOSS $ (4,333,301) $ - $ - $ (4,333,301)

The following provides reconciliations of the comprehensive loss from Canadian GAAP to IFRS for the respective
periods:
Three Months Six Months

Ended Ended
June 30, June 30,
2010 2010
Comprehensive loss under Canadian GAAP $ (2,896,457) $ (4,397,037)
Adjustments for differing accounting treatments (Note 12(iii)(c)) 204,390 (154,957)
Comprehensive loss under IFRS $ (2,692,067) $ (4,551,994)

13. Subsequent Event

Subsequent to June 30, 2011 the Company granted the following incentive stock options:

. 550,000 incentive stock options exercisable at Cdn$1.45 per common share to officers, directors,
employees and consultants of the Company and expiring on August 22, 2016.
. 1,040,000 incentive stock options exercisable at Cdn$1.37 per common share to employees and

consultants of the Company and expiring on August 23, 2016.

This grant of options is in compliance with the terms of the Company’s Stock Option Plan and remains subject to
acceptance by the TSX Venture Exchange.
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