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This managementds discussion and analysis (fAiMD&AO)
of Galane Gold Ltd. (AGal aned or the fACompanyo)
Throughout this MD&A, unl ess otherwise specified,

to Galane Gold Ltd. and its subsidiaries and shoul
financi al statements and not es thereto for t he
Statementso) .

The Financial Statements have been prepared by
Reporting Standards (fil FRS0) issued by the I nternatd.i
interpretations of the International Financi al
amounts are expressed in U.S. doll ars unl ess
document has also been prepared by management
Financial Statements.

The Companyo6s certifying officers are responsible

do not contain any wuntrue statement of a mater:i

or that is necessary to make a statement not mi

ma d e The Companyo6s certifying officers certify
financi al information included in the Financi al
financi al condition, financi al performance and
periods presented in the Financi al Statement s.

The Audit Commi ttee and the Board of Directors
financi al di sclosures by the Company. The Board
MD&A after the completion of its review and recommend
whi ch meets periodically to review all financi
FORWARD LOOKING STATEMENTS

Certain statements contained in this MD&A const.i
other than statements of historical fact cont ai
regarding the Companyo6s future financial position
acquisitions, pl ans, objectives, goals and targets,
include the words fdibelievebo, fexpect o, fiai mo, i
fanticipateo, festi mat eo, fiforecast o, Aipredicto,
negative thereof, are forward-1looking statements.
represent only the Companydés expectations, esti
statements are not guarantees of future perfor mance
are difficult to predict. Therefore, actual resul ts
forecasted in such forward-|looking statements.

Addi ti onal factors that could cause actual resul t s,
include, but are not | imited to: the Companyds

ri sks associated with the conduct of the Companyds
regulatory, consent or permitting delays; risks
mining activities being situated in Bot swana
Companyb6s management team and outside contractors;
the Companydés inability to obtain insurance to

al | currency fluctuations; risks regarding the

ri sks relating to project financing and equity
estimates with respect to the carrying amount of

hol ding derivative instruments; the Companyés need to
and unknowns inherent in all mi ning projects, i ncl udi
metall urgical recoveries and capital and operating cos
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particularly title to undeveloped properties; |l aws and
safety; operating or technical di fficulties in connec:
infrastructur e; empl oyee relations, Iabour unr est or u
interactions with surrounding communities and artisans:e
integrate acquired assets; ri sks related to restarting
devel opment, including the risks of di mini shing quant
Companybés exploration properties into commercially vie
i nterest among certain directors and officers; | ack o
related to the mar ket perception of junior gold compan
Companyés annual information form for the year ended D
on the CompanydwwW8EHARa pMrammbaigleemeantt pr ovi des forward-1 oo
because it believes they provide wuseful i nformati on
objectives and cautions readers that the information
Consequentl vy, al | of the forward-1looking statements
cautionary statements and other cautionary statements
assurance that the actual results or developments wil/|
they wild.l have the expected consequences t o, or ef fe
statements are made as of the date of this MD&A and tF
revise them to reflect subsequent informati on, event s
by | aw.
The forward-1looking statements in this MD&A are base
Companybés present and future business strategies and
, including assumptions regarding

operate in the futu
i

re
the Companyb6s abi ity to operate on a profitable basis

MINERAL RESERVES AND RESOURCES

of a technical and scientific nature that
ed by Charles Byron Pr. Sci. Nat ., MAuUs | MM.
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CORPORATE OVERVIEW

Companydés principal business activities are the e
mi ning properties. The Company operates through i
GGMo) , which in turn operates two mines: (a)

mi ner al exploration tenement s (the produci
ivel vy, the AMupane Propertyo) l ocated in th
e
nd

o
—~

a
ng

e
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i

aries |l ocated in Botswana; and (b) a mine r
i ner al exploration tenements (the mine
ropertyo) located in the Republic of South Af
Africa. The common shares in the capital of t
r trading on the TSX Venture Exchange under t
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OUTLOOK

Certain information set out in this section is forward looking information and is based on a number of
risks and assumptions, including those related to gold price volatility, delays in production, regulatory
risk, currency fluctuations, integrating successfully new acquired assets and risks and uncertainties
inherent with all mining operations. For more details please see above under “Forward-Looking
Statements” and below under “Risks and Uncertainties”.

Mupane Property

The Company continues to carry out its improvement and
the optimisation of the mining operations and the expa

The Company completed an updated four year mine pl an
form the guide for the Companyds short term goals and
based on internal reporting by the Company foll owing
independent feasibility study or pre-feasibility stud
technical viability. There has yet to be sufficient e
Property to extrapolate that it extends beyond the cur
The Company intends to wutilize the following resources
e Tau i 1t is estimated that the Company will proces:
grade of 2.5 grams per tonne (fig/to). The Company
to further confirm the potenti al extension of the
the press release of October 24, 2016 and further
the press release of October 5, 2017.
e Low Grade Stockpiles 1T 1t is estimated that the Co
tonnes of | ow grade stockpile at an average grade

mi ne pad at the processing plant and at Gol den Eag

The Mupane Property mine plan is subject to change a
Company will adopt the appropriate plan for the prevai
The Mupane Property processing plant continues to focl
the processing operations. There are no major plant c¢
for 2018 as the Company currently believes it has i mpl
Galaxy Property

In 2017, the Company announced that it had updated its
mi ne plan is based on internal reporting by the Compart
on an independent feasibility study or pre-feasibilit.y
and technical viability. There has yet to be suffici
Gal axy Property to extrapolate that it extends beyond
On March 5, 2018, the Company announced that it had er
SPC Limited (ABarako) with respect to a $5,000, 000 se.
term ending three years from the date of the first dr
annum. The funds are to be used towards the refurbis
and restarting underground mining operations at the Ge
or its nominee, 0.75% of the net proceeds accruing to
of f-take agreement covering the annual gold concentrat
owned and operated by Gal axy, after taking into accoun
Royalties (as defined in the Barak Facility) and valu
facility remain subject to certain conditions preceden

2018.
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Assuming the drawdown under the Barak facility, the C
Gal axy Property in the first quarter of 2019 and the
increase the capacity of the processing plant to 30, 0C
25,000 ounces of gold at a tldsbDuriosdg e ommlcemerit dteiss

first phase, the Company expects to complete a study c

of increasing the capacity at the Galaxy processing pl

cash cost per ounce with increased economies of scale.

Not e:

(1)Based on a technical report entitled AA Technical Report on the
which was issued January 4, 2016 with an effective date of Septe
prepared by Minxcon (Pty) Ltd and approved by Daniel van Heerde
FSAI MM, AMMSA, a Qualified Person as defined by NI 43-101 The G

to be a pre-feasibility study. Cash cost per ounce is a non- GAAP
Di scussion and Analysiso.

DISCUSSION OF OPERATIONS
For the three months and the year ended December 31, 2017

in analysis of the Companyds operati:

The ing is an
31 Qe 20170) and the year ended December 31, 2

foll ow
, 2017 (

Operating activity:

Commentary regarding the CompanyO0s operating activity

Mining

The following table sets forth certain key mining stat

2017 2017 2016 2016

4 | a3 | @ | a1 | Total a4 | a3 | @ | a1 | Total

Mupane ( Tau) Ore (t) 115684 108,615 79,753 61,373| 365425 62,208 48,070 46,656 49,657 206,591

Grade (g/t) 231 3.04 2.74 2.83 2.71 3.12 2.68 3.46 2.96 3.05

Waste (t) | 10,721 16968 14,911  9,326| 51,926| 8943 15543 13,645 7,261 4539

Tekwane Ore (t) 23,885 9,359 - - 33,244 6,963 3,465 37,697 4,103| 52,228

Grade (g/t)| 210  2.25 - - 214 048 048 048  044| 048

Waste (t) 36,909 20,701 - - 57,610 - 33,695 8,916| 42,611

Low Grade Stockpiles 87,405 72,687 68481 89,371| 317,944| 166,886 177,207 187,275 120,469 | 651,837

0.82 0.89 0.87 0.82 0.85 0.80 0.80 0.79 0.77 0.79

The Company has mined from two deposits at the Mupane

e Tau i I n Q4 2017, the Company continued mining in t
tonnes at 2.31 g/t being mined (Q4 2016 1 62,208 t
Q4 2017 was the result of being in steady state si
2017, 365,425 tonnes of ore at 2.71 g/t were mined
g/t in 2016. The i mprovement in tonnes was due to
the entire year, while the grade was reflective of

e Tekwane i In Q4 2017, the Company mined 23,885 ton
at 0.48 g/t) For 2017, 33,244 tonnes at 2.14 g/t
g/t in 2016. The increase in tonnes mined in Q4 2
seasonal operations at the Tekwane mine prior to t
was i mpacted by the early commencement of the wet
2017 year was reflective of the remaining ore avai
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In addition, the Company is currently processing ore
which are | ocated next to the processing plant at the
tonnes at an average grade of 0.82 g/t (Q4 2016 71 166,
317,944 tonnes at 0.85 g/t (2016 i 651,837 at O0.79 g/
addi tional tonnes coming from Tau underground with the
Processing
The following table sets forth certain key processing

Q42017 | @32017| 022017 | Q12017 2° | Q42016 | Q32016| Q22016 | 12016 27%°

Total Total

Ore milled (000t) 228 202 151 159 740 248 237 250 172 908
Head grade (g/t) 1.69 2.04 1.81 1.36 1.75 1.27 1.18 1.33 1.40 1.29
Recovery (%) 713%| 72.0%| 76.3%| 616%| 70.3%| 67.4%| 69.5%| 73.5%| 74.9%| 71.3%
Gold production (0z.) 8812| 9535| 6709 4,298| 29,354| 6,857| 6,243| 7,855| 5828| 26,783
Gold production in Q4 2017 was 8,812 ounces compared
recovery in Q4 2017 of 1.69 g/t and 71.3% was above th
hi gher proportion of the ore milled came from Tau and
hi gher feed grade compared to Q4 2016. Although ore mi
in Q4 2016, this was offset by the increase in grade :
for the quarter
Gold production for 2017 was 29, 354 ounces compared to
1.75 g/t (2016 ¥ 1.29 g/t) was reflective of the addit
of 70.3% (2016 ¥ 71.3%) was adversely impacted by the
mi | | mot or issues effecting grind The reduction in fe
result of the higher grinding index associated with mo
the | ower tonnes processed by the increase in the feed
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Revenue and earnings from mining operations

The table below outlines the revenue and earnings fron
a per ounce of gold sold basi s:
Q4 201|7 Q3 2017 Q2 2017 Q1 2017
Revenue (OO$O) 10| 555 $ 11, 801 $ 8,212 $ 6,728
Gold sold |[(oz.)8,5[69 9,251 6, 5|45 5,531 29
Earnings (|Loss) frjom
mining opefr$ati ong8,/365 $ 1, 813 $ 86 $ (2, 533) ¢
(X
Operating |[cash cos|t
excluding [r$oyal ti®GO0 $ 723 $ 9|4 3 $ 1,448 $
($/@x.)
Q4 2016 Q3 2016 Q2 2016 Q1 2016
Revenue (0/00) $ 7,576 $ 8, 3199 $ 9, 339 $
Gold sold |(o0oz.) 6|, 293 6, 326 7, 378 6,
Earnings (lLoss) frjom
mining oper$fationsl,|721) $ 8 $ 1,221 $ (814) $
(01
Operating [cash cos|t
excluding f$oyalti®k8 $ 1,055 $ 849 $ 1,079 $
($/@%.)
(1lQPperating cash cost excluding royalties per ounce is a non-GA
Management 6s Discussion and Analysiso.
I n the three months ended December 31, 2017, the Comp
the sale of 8,569 ounces of gold plus incidental sil ve
and earnings from mining operations of $2.4 million T
sale of 6,293 ounces of gold plus incidental silver at
l oss from mining operations of $1.7 million in Q4 2016
The reason for the change in earnings from mining ope
several factors:
eGold sales for Q4 2017 were 2,276 ounces more than
in the average gold price achieved between the two |
increase of $3.0 million compared to Q4 2016.
eMining costs in Q4 2017 were $4.2 million compared
cost is due mainly to the mining costs for the addi
eProcessing costs in Q4 2017 were $4.1 million compa
tonnes milled decreased from 248, 446 tonnes in Q4 2
was not reflected in the costs. The increase in co:¢
processed in Q4 2017 increasing consumabl es, power
costs.
e Gener al and administration costs in Q4 2017 were $1
2016.
eDepreciation and amortization was a credit of $1.1
$1.3 million in Q4 2016. The credit in Q4 2017 was
amortization of mi ner al property costs following t
ounces at Tau, t hat should have reduced amortizatio
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above factors the operating cash c

he
$918 per ounce in Q4 2016.

As a result of t
$900 compared to

For the year ended December 31, 2017, the Company gene
of 29,896 ounces of gold plus incidental silver at an
earnings from mining operations of $1.7 million. For t
generated $32.7 million in revenue from the sale of 2
average combined price of $1,247 per ounce and a | oss

The reason for the change in earnings from mining ope
factor s:

e Gol d sales for 2017 were 3,708 ounces more than in
bet ween the two years remained consistent at $1, 24
million more in 2017. The reasons for the increase
and AProcessingod above

eMining costs for 2016 were $12.1 million compared
variance being explained by the increase in vol ume

eProcessing costs increased to $15.4 million for 20
tonnes milled decreased from 907, 790 tonnes in 2016
costs reflected the additional hard rock from Tau
power consumption and increased maintenance costs.

e Gener al and administration costs for 2017 were $3.09

eDepreciation and amortization of $4.2 million were
for 2016.

As a result of the above factors, the operating cash
$933 compared to $965 per ounce in 2016
Results
The Companyb6s earnings (loss) comprised of:

Q4 2017 2017 Q4 2016 2016
Earnings (Loss9 f2r,o3nmd 5 mR i ng$ 1,730,894 $ (1,720,548
oper i
Expl oration costs (78, 623) (220, 869) ( ¢
Corporate general and
administrative c@s8t6es) (1,60 (4009 (1,82
Stock-based compensati on (65, 013) (271, 298)
Foreign exch @316, (710) (325 (1,71
I nterest on |l ong term debt 108, 669 (799,857)
Gal axy on-going costs 882,079 916, 327 3
Ot her (expenses) i ncome 6, 694 14, 372 9,
Ot her financing income (costs) 347,236 (393,144

$ 1,963,555 $ (2,342,969) $ (2,797,1

Gal axy on-going costs for Q4 2017 represents the net c

on the project has been sl owed, less $1.3 million in c
under South African | aw, allowing for | ong outstanding
For 2017 there was a total of $2.2 million in creditor
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In Q3 2016, the Company commenced <capitalizing costs
rehabilitating the Gal axy Property to recommence pr o
expenditure in Q4 2016.

Corporate gener al and administration costs are compris
Q4 2017 2017 Q4 2016 2016
Professional fees $ (48, 111) $ 423,429 $ 9
Management fees to
of f 229, 746, 171, 580,
l nvestor rel ations 13, 292 31, 438 18, 49¢
Corporate gener al
and admi 91,1 407, 121, 417,
$ 286, $ 1608, $ 409, $1, 82

SUMMARY OF FINANCIAL POSITION

Selected Consolidated Statement of Financi al Position

DecembeSe@Btlember JuMe| 3MarchH 31,

20(17 20(17 20|17 2017

$ $ $ $
Total cu 8906, 8,31 7,40 7,47
Total cur 19,78 19,96 22,29 20,60
Wor king 10,87 (11,6' (14,8¢ (13, 1:
Mi ning 37,64 35,94 37,84 38, 83
No-current 12, 67 12, 33 12, 37 13, 88
Total share 14, 009 11,914 10,58 11,82

DecembeSe@Btlember JuMe| 3Mar chl 31,

20|16 20|16 20[16 2016

$ $ $ $
Tot al cu 9,11 11, 27 11,76 10, 75
Total |Iiab 17,66 14, 83 11, 36 11,56
Wor ki ng (8,54 (3,56 394, (804
Mi ning 39,50 36, 86 35,54 36,11
No-current 14, 94 14, 34 15, 48 15,57
Totshar ehol « 16, 02 18, 96 20, 45 19, 73
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In Q4 2017 there was a working capital deficiency of §
2017. The decrease in working capital deficiency was |
current |iabilities and cash balance:
eA cash balance increase of $0.8 million.
eA decrease in ore stockpiles of $0.8 million as the
of fset by an increase in stores inventory of $0. 4
e An increase in prepayments of $0.3 million primari/l
eAn increase in trade payables of $1.2 primarily due
Q4 2017
eA decrease of $1.3 million in interest bearing | oan
due to the final repayment under the secured Samsu
million to repay the outstanding short term note,
sharehol der | oans, of fset by an increase of $0. 8 mi
In Q4 2017, non-current liabilities increased by $0. 3
provisions.
Total shareholdersé equity in Q4 2017 increased by $2.
for the quarter of $2.0 million.
For 2017, the Companydés working capital deficiency inc
wor king capital was mainly due to the following moveme
e An increase in the cash balance of $1.7 million as
of $6.9 million, capital costs of $2.3 million and
which were partially offset by repayment of financi
eA decrease in ore stockpiles of $1.6 million as the
at the Mupane Property, a decrease in gold in ci
December 2017 plant performance and a decrease of $
the Galaxy Property were depleted during the year.
e An increase in trade receivables of $0.1 million.
oA decrease in trade payables and accrued I iabiliti
$1.1 million for the prescription of Gal axy <credit
partially offset by the increase in value of the Bo
eAn increase of $2.6 million in interest bearing | o
repayment under the secured Samsung facility of $2.
of Galaxy sharehol der | oans, of fset by an increase
royalties, $2.9 million of which were re-allocated
In 2017, non-current I|iabilities decreased by $2.3 mi
royalties re-allocated to current l'iabilities, a decre
current under the terms of the | ease agreements and
warrants expiring during the year, offset by a $0. 9 mi
an increase in non-current debentures of $0.2 million.
Total sharehol derso6 equity in 2017 decreased by $1.09
$2.3 million, partially offset by share capital issuan



GALANE GOLD LTD.
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the year ended December 31, 2017

LIQUIDITY AND CAPITAL RESOURCES

The Company defines capital as consisting of sharehol
stock, contributed surplus and deficit and |l ong term
capital are primarily to support the creation of share
able to meet its financi al obligations as they become
di vidends on its Common Shares.

In order to fund the business activities intended in
Companyés mining operations will continue to provide p
than sufficient to support its corporate expenses, c
activities. As described above wunder ASummary of Fine
Company had a working capital deficiency of $10.9 mil
operations for the year ended December 31, 2017.

The revenue of the Company is dependent upon the spot
costs, the Company will continue to generate positive
if there was a 10% reduction in the spot price of gol d
The Companyébés officers and senior management take ful
capital and do so through monthly meetings and regul ar
Board of Directors is responsible for overseeing this

On March 5, 2018, the Company announced that it had en
be used towards the refurbishment and expansion of the

mi ning operations at the Galaxy Property. Drawdowns o
precedent, which the Company expects to complete by Ju
Liquidity risk

As at December 31, 2017, the Company had a working car
a deficiency of $8.5 million at December 31, 2016. | nc
is $8.4 million due to the government of Botswana rela
to year end, $8. 2 million of this bal ance has been def
Commencing from January 1, 2018, the Company will be

royalty to the government of Botswana on all future go
The royalty expense for the year ended December 31, 2
ending December 31, 2018 the Company has a debt repaym
royalties referred to above, of $1.0 million, which t
fl ows from operations. During the year ended Decembe
bearing debt was repaid.

The strength in gold prices and i mproved operating per
i mpact on the Companyds operating results, resulting i
in 2017 compared to a |l oss of $1.3 million in 2016. I
2017 was $6.9 million compared to $4.7 million in 201¢€
for capital expenditures at the Mupane mine as of Dece
The current commodity price and exchange rate environn
on the Companydés cash fl ows. Despite the higher gold

continues to review its near term operating plans and

fl ow generated from operations.

10
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SELECTED ANNUAL INFORMATION

December DBelc,ember D3elc,ember 31,

2017 2016 2015
Mi ning Revenue: $ 37,295,656 $ 32,664, 379 $
Mi ning Cost s:
- Cash (31, 40 (29, 81 (27, 6
- Non-Cash 1 Depreciation, Asset
Retirement Obl i gation and
| mpai 4,16) (4,08 (6,75
Earnings (loss) from fn’i-péng o(ple’r3aotion§8,21
Corporate General and administration:
- Ca (1608, @, 82z 1, 89:
- Share-based compepgation (274 (370
(1,879, 748) (2,098,602) (2,263,
Earnings (Loss) from operations $ (148,854) $ (3,
Ot her (expenses) i ncome (2,194,115) (3,259, 094
Net (l oss) earnings $ (2,342,969) $ (6,662, 81
Attributable to:
Non-controlling interest - (746, 075)
Equity holders of Galane $ (2,342,969) $ (5,916
Per share
- Bac: $ (02 % (0. % (0.
- Fully diluted $ (0.02) $ (0.05) $ (0.16)
Tot al assets $ 46,551, 856 $ 48,627,916 $
Non-current l'iabilities 12,676, 388 14,944, 36

The information in the above table is derive
which have been prepared in accordance with
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SUMMARY OF QUARTERLY RESULTS

The following table summarizes the Companyos
most recently completed quarters:
Three mot
DecemheSe p3tleembherJ BrOg| 3 Mar ch
20147 2017 2017 201
$ $ $ $
Revenue 10, 555, 110 111, 800, 6
Tot al mining closts (8, 189, 893)
Non-mining explenses (401, 662) (
(Loss) earni ngis 1,/1963, 555 1,
(Loss) earningl|s per s|lhare
- Bac: 0.1 0. (0. 0.
- Fully dilut el|d 0.1 0. (0. 0.
Total assets ajt end of quarter 46,551,
Tot al l'Tabilit|lies at end of guart er 32,
Tot al equity afjt end of quarter 14,091,
Three mot
DecembeSe p3tlembherJ Be| 3 ®Mar ch
2016 2016 2016 201
$ $ $ $
Revenue T,576, 243 8, 398, 80
Tot al mi ning closts (9,296, 791)
Non- mi ning explenses (1, 076, 594)
Earnings (| oss) (2,797, 14%2) (1
Earnings (|l oss|) per slhare
- Bas (0. (0. 0. (0.
- Fully dilut eld (0. (0. 0. 0.
Tot al assets ait end of quarter 48, 627,
Tot al liabilitlies at |end of pguarterq 32,
Tot al equity afjt end of quarter 16, 021,

Note:

(2) Information for all periods is presented in accordance with IFRS applicable to interim financia reporting and in U.S. dollars.
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GALAXY ACQUISITION

On November 16, 2016, the Company completed the compul
Gal axy Gold Mining Limited (each such share being a #f
the payment of approximately Cdn. $235,000 cash to hol
cash consideration and the issuance of 2,340,094 commc
exercisa e to acquire an aggregate of up to 520,016

Company |l ieu of cash consideration. As a result,

bl ,
Cdn. $0.175 per common share to holders of Galaxy Share
i n t
of the Galaxy Shares.

ENVIRONMENTAL DISCUSSION

The mining activiti
Restoration and reh
work required and t
the interpretations

es of the Company can give rise to
abilitation work can include | and
he associated costs are dependent
of the requirements by relevant au

Provision for the cost of the Companyb6s restoration an
t hat environment al di sturbance occur s. When the exten
operation, the provision is increased accordingly. Cos
and reasonably estimable restoration and rehabilitatio
life of the operation and at the time of <closure in c
Routine operating costs that may i mpact the ultimate
waste material handling conducted as an integral part
in the provision. Costs arising from unforeseen <circu
unplanned discharges, are recognized as an expense a
obligation that is probable and capable of reliable es
Restoration and rehabilitation provisions are measur e
di scounted to their present value and determined accor
cash flows occurring for each operation. Di scount rat
|l ocation of the mine. Significant judgments and esti ma
activities and the amount and timing of the associatec
on existing environment al and regul atory requirements.
in the Companyds restoration and rehabilitation provi s
t ot al payments are estimated at $9.4 million) which w

approved by management .

The carrying value of the provision is progressively
unwi nds, creating an expense recognized as part of fi
regul ations could have an adverse risk on the actual r
future.

FINANCIAL INSTRUMENTS

The Companyds financi al instruments consist of cash, t
accrued liabilities, interest bearing | oans and borrow
The fair value of the Companyé6és trade and other receiv
approxi mate their carrying value. The Companyds ot hel
bearing | oans and borrowings are recorded at amortized

13
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MANAGEMENT’S DISCUSSION AND ANALYSIS
For the year ended December 31, 2017

Credit risk is the risk that one party to a financi al
to discharge an obligation. The Company is subject t
currently has no trade receivables for the purchase o
bal ance consists of amounts outstanding on tax credits
expected to be paid in the near term at face value. T
Liquidity risk is the risk that an entity wil!/ encoun
financi al l'iabilities The Companyds approach to man
sufficient l'iquidity to meet l'iabilities when due A
assets of $8,906, 012 (December 31, 2016 - $9, 119, 240
(December 31, 2016 - $17,661,577) . Il ncluded in working
due to the government of Botswana relating to outstani
$8. 2 million of this balance has been deferred until &
have contractual maturities of |l ess than 60 days and a
Capital Resourcesodo section for further commentary on t
I nterest risk is the risk that the fair value of futu
mar ket risk.

Currency risk is the risk that the fair valwue or futu
because of changes in foreign exchange rates. The Com
and Canada and its functional currency is U.S. dol | ar
operations results in foreign exchange risk as trans
including the Botswana Pul a, the South African Rand ar
the financi al position of the Company are reported in
currencies in relation to the U.S. dol l ar will, conse
the Company and may also affect the value of the Com
monitors the volatility of foreign exchange rates and
need ari ses.

Mar ket risk is the risk that the fair values of finan
flows will fluctuate because of changes in market comm
focused on the production of gol d. As such, the Compa
mi ner al assets wild.l be exposed to market risk on the p
ISSUED AND OUTSTANDING SHARE CAPITAL

The Companyés authorized capital consists of an unlii
146,804, 760 Common Shares are issued and outstanding a
The Company adopted a stock option plan (the AOption
of ficers, director s, empl oyees and consultants are el
Common Shares for a period of wup to ten years from ¢ttt
Common Shares reserved for issuance may not exceed 10%
Shares at the date of the grant. As of the date of
options t o purchase 9,700, 000 Common Shares ar e out s
Common Shares are available for grant.

The Company adopted a share purchase plan (ASPPO) on J
participating officer, director, or employee that has
for at | east six months is entitled to receive the mat
to the SPP at no cost to such officer, director or e m
matching shares wil!/l be issued to the participating o
period following the date of the purchase of the qual
participating officers, directors and empl oyees of 't he
terms of the SPP, no additional deferred matching shar
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GALANE GOLD LTD.
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the year ended December 31, 2017

The Company adopted a deferred share unit plan (the AD
in certain circumstances, the maxi mum aggregate number
i ssuance pursuant to the DSU Plan is 13,262,888 Common
to the terms of the DSU Plan, participating officers,
may be issued an aggregate of wup to 4,970,046 Common !
units awarded under t he DSU Pl an and 965, 782 Common Sh
The Company is obligated to issue up to 7,375,000 add
Northern Lights Exploration Pty. (ANLEO) , on a pro ra
mil estones are met within the NLE properties in the
Propertieso).

In connection with the Galaxy Acquisition, the Compan
4, 596,614 Common Shares. On November 20, 2017, 4, 076,
520,016 warrants outstanding.

On May 9, 2016, the Company closed a rights offering (
of Common Shares of record at cl ose of business on Apr
were issued pursuant to the Rights Offering at an iss
gross proceeds of approximately Cdn. $713,000.

DEBENTURES

As part of the Galaxy acquisition in 2015, the Compan
principal amount of wunsecured convertible debentures
debt or contractual obligations owed by Galaxy and it
Gal axy Debentures mature on November 20, 2019 and bear
maturity. The principal is convertible at the option
Cdn. $OpB8 share, based on a pre-determined exchange r
convertible into Common Shares, based on a pre-determ
price per share equivalent to the greater of Cdn. $1. 0

i
the TSX Venture Exchange) at the time of conversion
change.

I n additi on, on March 29, 2016, the Company announced
a full and final settl ement agreement with Traxys Eur
(collectively the fATraxys partieso) with respect to va
when the Traxys parties operated Galaxyb6s mining oper
Traxys parties settled their claim for $4.3 million o
Company of an unsecured convertible debenture of appr
(the ATraxys Debentureo). The Traxys Debenture matur e:
4% per annum, accrued and paid at maturity. The princi
Common Shares at (&) pperri csehaofe, Cdohna.s$e0d. 588n a pre-deter mir
$1.00: Cdn. $1.35. The interest is convertible into Comn
rate of $1.00:Cdn. $1.35, at a (Prainde tehguiDV slconutntted tMae
Price (as defined by the TSX Venture Exchange) at the
TSX Venture Exchange.

(Phe initial conversion price of the Galaxy Debentures was
the Rights Offering, the conversion price was adjusted downy

(@ The initial conversion price of the Traxys Debenture was Cdn.$1.00 per share. As a result of the completion
of the Rights Offering, the conversion price was adjusted downward to Cdn.$0.58 per share.
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GALANE GOLD LTD.
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the year ended December 31, 2017

TRANSACTIONS WITH RELATED PARTIES

During the year ended December 31, 2017 and 2016, t he

. Charles Byron, the chief geologist and a for mer
e In 2016 the Company paid rent of $8,586 for o
(Pty) Ltd., a company owned by a consortium of

CHANGES IN ACCOUNTING STANDARDS

The following accounting standards are to be adopted

(a) IFRS 9 - Financial instruments

d
f

i
f

The | ASB has issued | FRS 9, Financi al Il nstrument s,
replace | AS 39, Financi al Il nstrument s: Recogni tion
annual periods beginning or after January 1, 2018.
standard on its financi al statements and it does

presentation differences to ari se.

(b) IFRS 15 — Revenue from Contracts with Customers

I n May 2015, the | ASB issued | FRS 15, Revenue from

standard repl aces Il AS 11 AConstruction Contracts?o,
Loyalty Programmeso, I FRI'C 15 AAgreements for the

ATransfer of Assets From Customerso and SIC 31 fARe
Advertising Serviceso. I FRS 15 is effective for per
is to be applied retrospectively. I FRS 15 clarifie
contracts with customers. The Company has evaluated
statements and it does not expect any measurement o

(c) IFRS 16 — Leases

In January 2016, the | ASB issued | FRS 16 fAnlLeasesbo

annual periods beginning on or after January 1, 201
15, has been applied, or is applied at the same deé
recognize assets and Iliabilities for most | eases. T
i mpact of I FRS 16 on its consolidated financial sta

(d) Amendment to IFRS 2 - Classification and measurement of share based payment
transactions

On June 20, 2016, the | ASB i ssued amendments to | FR
to account for certain types of share-based payme
annual peri ods beginning on or after January 1,
amendments can be applied prospectively. Retrospec

information is available without the use of hi nds

g
The amendments provide requirements on the accounti

et he effects of vesting and non-vesting conditions

based payment s;

e share-based payment transactions with a net sett/|

and

ea modi fication to the ter ms and conditions of a
classification of the transaction from cash-settl ed
The Company intends to adopt the amendments to | FRS
period beginning on January 1, 2018. The Company e»

mi ni mal i mpact on its financial statements.
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GALANE GOLD LTD.
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the year ended December 31, 2017

COMMITMENTS

As at the date of this MD&A, the Company had the follo

(a) Royalty expenses

Production from the Mupane operation is subject to
costs) of 5% of revenues based on mar ket prices at
31, 2017, the Company expensed $1,915,633 in royalt

(b) Operating contractual obligations

The Company has operating | ease obligations which r
agreements as foll ows:
e To be incurred in 2018 $ 3
e To be incurred 2019-2022 $1, 3
(¢) Claims
The Company is also subject to the possibility of
Company does not believe that, should unfavourahbl e
filings, that any amount it might be required to pa
provided for in the Financi al Statement s
OFF-BALANCE SHEET ARRANGEMENTS
Ot her than the operating | ease arrangements referred t

sheet arrangements.

SUPPLEMENTAL INFORMATION TO MANAGEMENT’S DISCUSSION AND ANALYSIS

CASH COSTS

The Companyds MD&A refers to operating cash cost per
royalties per ounce, al/l non- GAAP performance measures
about measures used by management to monitor perfor ma
information to assess how well the producing gold min
peri ods, and also to assess the overall effectiveness
figures are calculated in accordance with a standard
worl|l dwi de association of suppliers of gold and gold pr
producers. The Gold Institute ceased operations in 200
reporting cash costs of gold production in North Amer.i
cost measures presented herein may not be comparabl e
compani es. Cash cost includes mine site operating cost
ar e excl usi ve of i mpair ment, amortizati on, recl amat. i
Operating cash cost is the total cash cost | ess those
excess waste in developing new resources. These costs
gold produced to arrive at the cash cost measures on a
are considered to be key indicators of a company6s abi
from its mining operations. These measures of cash ¢
prescribed by I FRS and differ from measures determined
provide additional information and should not be consi
of performance prepared in accordance with | FRS. These
earnings or cash flow from operations as determined un
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GALANE GOLD LTD.
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the year ended December 31, 2017

The following tables provide a reconciliation of cash cost measures for the mine to the mining costs

excluding impairment, depreciation and amortization reflected in the Financial Statements.

Q42017 Q32017 Q2 2017 Q12017 2017
Mining costs excluding
impairment, depreciation $ 9,304,692 7,567,512 6,587,970 7,943,469 | $ 31,403,643
and amortization
Adjust for:

Inventory movement (800,041) (73,830) 149,661 (1,380,523) (2,104,733)
Total operating cash cost $ 8,504,651 7,493,682 6,737,631 6,562,946 | $ 29,298,910
Royalties (569,779) (595,351) (410,272) (340,231) (1,915,633)
Total operating cash cost
excluding royalties $ 7,934,872 6,898,331 6,327,359 6,222,715 | $ 27,383,277
Gold production (ounces) 8,812 9,535 6,709 4,298 29,354
Total operating cash cost
excluding royalties per oz. $ 900 723 943 1448 | $ 933

Q4 2016 Q32016 Q2 2016 Q12016 2016
Mining costs excluding
impairment, depreciation $ 7,986,517 7,575,603 7,079,647 7,246,768 | $ 29,888,534
and amortization
Adjust for:

Inventory movement (1,303,179) (564,405) 63,054 (579,179) (2,383,709)
Total operatingcashcost | $ 6,683,338 7,011,198 7,142,701 6,667,589 | $ 27,504,825
Royalties (386,052) (424,710) (475,348) (379,509) (1,665,619)
Total operating cash cost
excluding royalties $ 6,297,286 6.586.488 6,667,353 6,288,080 | $ 25,839,206
Gold production (ounces) 6,858 6,243 7,854 5,828 26,783
Total operating cash cost
excluding royalties per $ 918 1,055 849 1,079 | $ 965
0z.

RISKS AND UNCERTAINTIES

There are a number of risk factors that could cause future results to differ materially from those described
herein. A discussion of the principal risk factors relating to the Company’s operations and business
appear in the Company’s annual information form, which may be viewed on the Company’s SEDAR
profile at www.sedar.com. Additional risks and uncertainties, including those that the Company does not
know about now or that it currently deems immaterial, may also adversely affect the Company’s business.
APPROVAL

The Board of Directors of the Company has approved the disclosure contained in this MD&A.
ADDITIONAL INFORMATION

Additional information relating to the Company, including the Company’s annual information form, can
be found on the Company’s SEDAR profile at www.sedar.com.
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