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14 February 2008.

e rALiord Ploce
Elizabeth Harris aleeateo WA &02)
Senior Adviser, Issuers (Perth)
ASX Limited P Of 4241 1888
2 The Esplanads - 08 6241 1811
Ferth WA 6000 vadar 1 QR G 447

Dear Elizabath,

In respanse to your letter of 7 February 2008 regarding the Company's Quarterly Report in the form of Appendix 5B for
the period ended 31 December 2007, we provide the following information.

1.

The Company is aware of the level of expenditure in the December quarter which was higher than is the level
expected over the next quarter. The Company has been undertaking resource dafinition drilling pre-feasibility
studies and JORC compliant resource calcufations in preparation for a developmant decision on its Cattlin Creek
tantalurn/lithium project.

The Company is taking various steps to ensure it has sufficient funds in order to continue its operations,

The Company has 6,725,000 unlisted options exercisable at $0.20 per option that are currently in the money and
will raise, if exercised, a total of $1,345000. These options are held by directors, former directors and the
company secretaries of the Company. The Company has secured undertakings from a number of option holders
wha have agreed that they would be prepared to the early exerclse of some of those options durlng the March,
June and September guarters, which would inject funds into the Company. |t is expected that the option
exarcises will be sufficient to meet the Company's business objectives. Furthermore, the Managing Director has
undertaken ta exercise up to 1,500,000 options at $0.30 to raise $450,000 within this time frame if required.

!t is noted that the majority of the options proposed to be exercised are subjact to ASX imposed restrictions until 2
years from the date the Company was granted quotation and that any shares allotted on their exercise will remain
restricted until that time.

In eddition, the Company is considering a number of other situations and will provide details when they are able to
do se.

The Company can confirm that it is in compliance with the listing rules, and in particular, listing rule 3.1.

The Company belisves that, the Company's balance sheet and the relative size of its projects and other assets
and access to funds reflected by its share price are such as to indicate its financlal condition in compliance with
listing rule 12.2,

Should you require any further information please do not hesitate to contact the undersigned.

Yours sincerely,
for GALAXY RESOURCES LTD

P
r

-

L A Colless
Secretary
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ASX Limited
A SX ABN 26 008 524 691
Level &

AUSTRALIAN SECURITIES EXCHANGE Exchange Plaza

2 The Esplanade

Perth WA 6000

GPD Box D187

Parth WA 6840
Ms Karen Brown Telephane 61 08 9224 0000
Company Secretary Facsimile 61 (0B) 9221 2020
Galaxy Resources Limited Interme hota:fwie.a.com.au
129 Edward Streat

BALCATTA WA 6021
Facsimile: 9227 8178
Dear Karan
Galaxy Resources Limited (the “Company’)

| refer to the Company's Quarterly Report in the form of Appendix 5B for the period ended 31 December 2007,
released to ASX Limited ("ASX") on 31 January 2008, (the “Appendix 5B"),

ASX notes that the Company has reported the following.

1. Receipts from customers of $0,

2 Net negative operating cash flows for the quarter of $790,000.

3 Cash at end of quarter of $412,000.

In light of the information contained in the Appendix 5B, please respond to each of the following questions,

1. It is possible to conclude on the basis of the information provided that if the Company were to continue
to expend cash at the rate for the quarter indicated by the Appendix 58, the Company may not have
sufficient cash to fund its activities. Is this the case, or are there other factors that should be taken into
account in 2ssessing the Company's position?

2, Does the Company expect that in the future it will have negative operating cash flows similar to that

reported in the Appendix 5B for the quarter and, if so, what steps has it taken to epsure that it has
sufficient funds in order to continue its operations at that rate?

3 What steps has the Company taken, or what steps does it propose to take, to enable it to cantinue to
meet its business objectives?

4. Can the Company confirm that it is in compliance with the listing rules, and in particular, listing rule 3.1?

5. Please comment on the Company's compliance with fisting rule 12.2, with reference 1o the matters

discussed in the note o the rule,
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Listing rule 3.1

Listing rule 3.1 requires an entity to give ASX immediately any information conceming it that a reasonable person
would expect to have a material effect on the price or value of the entity's securities. The exceptions to this
requirement are set out in the rule.

In responding to this letter you should consult listing rule 3.1 and the guidance note titled “Continuous disclosure:
listing rute 3.1".

If the information requested by this letter is information required to be given to ASX inder listing rule 3.1 your
obligation is to disclose the information immediately,

Yaur responsibility under listing rule 3.1 is not confined fo, or necessarily safisfied by, answering the questions
sat out in this lgtter.

This letter and your response will be released to the market. If you have any concems about your response
being released, please contact me immediately, Your response should be sent to me on facsimile number (08)
9221 2020. It should not be sent to the Company Annauncements Office.

Unless the information is required immediately under listing rule 3.1, a response is requested as soon as
possible and, in any event, not later than 5.00 p.m. W.S.T. on Thursday 14 February 2008.

If you are unable fo respond by the time requested you should consider a request for a frading halt in the
Company's securities.

If you have any queries, please do not hesitate to contact me on 9224 0011,

Yours sincerely,

LY

Elizabeth Harrig h

Senlor Adviser, lssuers (Perth)
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