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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

Quarterly report pursuant to Section 13 or 15(d) ofthe
Securities Exchange Act of 1934 for the quarterly ¢riod ended September 30, 2006

Commission File Number 001-13357

B)
///L ROYALGOLD,INC

(a Delaware corporation)

Royal Gold, Inc.
1660 Wynkoop Street, Suite 1000
Denver, Colorado 80202-1132
(303) 573-1660
(Name, State of Incorporation, Address and Telepidnmber)

I.R.S. Employer Identification Numb&4-0835164

Indicate by check mark whether the Registrant éE)filed all reports required to be filed by Seeti® or 15 (d) of the Securities Exchange
Act of 1934 during the preceding 12 months (ordiech shorter period that the Registrant was reduddile such reports), and (2) has been

subject to such filing requirements for the pastfgs. Yes NoO

Indicate by check mark whether the Registrantlé&sge accelerated filer, an accelerated filer, noa-accelerated filer. See definition of

“accelerated filer and large accelerated filerRinle 12b-2 of the Exchange Act.
Large accelerated filéy] Accelerated fileE&d Non-accelerated fildd

Indicate by check mark whether the Registrantskell company (as defined in Rule 12b-2 of the Bxgje Act). Yedd NoM

Indicate the number of shares outstanding of e&tiedssuer’s classes of common stock, as ofdtest practical date: 23,597,416 shares of
the Company’s Common Stock, par value $0.01 peesheere outstanding as of October 31, 2006.
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ROYAL GOLD, INC.
Consolidated Balance Sheets

(Unaudited)
September 3( June 30
2006 2006

Current assetl

Cash and equivalen $ 73,220,30. $ 78,449,38

Royalty receivable 7,006,76 5,962,05:

Deferred tax asse 110,31. 131,62:

Prepaid expenses and otl 404,96 232,83¢
Total current asse 80,742,35 84,775,89
Royalty interests in mineral properties, net (N2} 95,178,74 84,589,56
Available for sale securities (Note 2,177,461 1,988,44.
Deferred tax asse 611,15: 495,01¢
Other asset 419,10t 410,89!
Total asset $179,128,82 $172,259,82
Current liabilities

Accounts payabl $ 1,556,88 $ 1,075,64

Income taxes payab 2,496,46: 334,76°

Dividend payabl¢ 1,299,69! 1,300,62:

Accrued compensatic 562,50( 375,00(

Other 250,84( 237,48
Total current liabilities 6,166,38! 3,323,511
Deferred tax liabilities 7,060,61 7,178,90
Other lon¢-term liabilities 91,14¢ 97,74¢
Total liabilities 13,318,14 10,600,17
Commitments and contingencies (Note
Stockholder equity

Common stock, $.01 par value, authorized 40,000sb@@es; and issued 23,816,640 and 23,816,640

shares, respective 238,16! 238,16!

Additional paic-in capital 166,872,51 166,459,67
Accumulated other comprehensive inca 576,20° 498,46.
Accumulated defici (779,339 (4,439,77)
Less treasury stock, at cost (229,224 shz (1,096,87) (1,096,87)
Total stockholder equity 165,810,67 161,659,64
Total liabilities and stockholde’ equity $179,128,82 $172,259,82

The accompanying notes are an integral part obthessolidated financial statements
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ROYAL GOLD, INC.
Consolidated Statements of Operations and Compselemcome
(Unaudited)

For The Three Months Ends

2006 2005
Royalty revenue $ 9,745,79. $ 6,827,61!
Costs and expens
Costs of operation 658,51° 489,69¢
General and administratiy 1,133,65! 959,50¢
Exploration and business developm 418,54: 434,71(
Depreciation, depletion and amortizati 1,072,21! 898,02!
Total costs and expens 3,282,92! 2,781,94.
Operating incom: 6,462,86: 4,045,67
Interest and other incon 971,18! 437,09!
Interest and other expen (66,319 (21,007
Income before income tax 7,367,73! 4,461,76!
Current tax expens (2,650,94 (1,763,49)
Deferred tax benef 243,34¢ 359,15¢
Net income $ 4,960,13  $ 3,057,43
Adjustments to comprehensive inco
Unrealized change in market value of availablestde securities, net of t: 77,74¢ 85,957
Comprehensive incorr $ 5,037,88: $ 3,143,38!
Basic earnings per she $ 021 $ 0.14
Basic weighted average shares outstan 23,587,41 21,126,60
Diluted earnings per sha $ 021 $ 0.14
Diluted weighted average shares outstan 23,817,72 21,366,84

September 3(

September 3(

The accompanying notes are an integral part obthessolidated financial statements
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ROYAL GOLD, INC.

Consolidated Statement of Stockholders’ Equitytifier Three Months Ended September 30, 2006

(Unaudited)

Common Share Accumulatec

Treasury Stocl

Additional Other Total
Paic-In Comprehensiv Accumulatec Stockholder’
Shares Amount Capital Income Deficit Shares Amount Equity
Balance at June 30, 20 23,816,64 $238,16' $166,459,67 $ 498,46: $(4,439,77) 229,22: $(1,096,87) $161,659,64
Recognition of hon-cash
compensation expense
for share- based
compensation (Note « 412,83¢ 412,83¢
Net income an
comprehensive incomt
for the quarte 77,74¢ 4,960,13 5,037,88.
Dividends declare (1,299,69) (1,299,69)
Balance at September 3(
2006 23,816,64 $238,16' $166,872,51 $ 576,200 $ (779,33) 229,22: $(1,096,87) $165,810,67

The accompanying notes are an integral part oktbeasolidated financial statements
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ROYAL GOLD, INC.
Consolidated Statements of Cash Flows
(Unaudited)

Cash flows from operating activitir

Net income
Adjustments to reconcile net income to net caskigenl by operating activitie:

Depreciation, depletion and amortizati

Deferred tax benef

Non-cash employee stock compensation exp:
Changes in assets and liabiliti

Royalty receivable

Prepaid expenses and other as

Accounts payabl

Income taxes payab

Accrued liabilities and other current liabiliti

Other lon¢-term liabilities

Net cash provided by operating activit

Cash flows from investing activitie

Capital expenditures for property and equipn
Acquisition of royalty interests in mineral profdest (Note 2
Purchase of available for sale securi

Net cash used in investing activiti

Cash flows from financing activitie

Tax benefit from exercise of stock optic

Dividends paic

Net proceeds from issuance of common s
Net cash (used in) provided by financing activi
Net (decrease) increase in cash and equiva

Cash and equivalents at beginning of pe

Cash and equivalents at end of pel

Supplemental cash flow informatic
Cash paid during the period fc
Income taxe:

For The Three Months Endi

September 3( September 3(
2006 2005
$ 4,960,13 $ 3,057,43
1,072,21! 898,02!
(243,346 (359,15¢)
412,83¢ 238,34
(1,044,71) 717,50«
(172,13 (109,89
481,23 775,54
2,161,69 1,502,67!
200,85 268,49¢
(6,600) (6,600)
$ 7,822,190 $ 6,982,36!
$  (34,60) $ (5,066€)
(11,635,00) —
(81,04¢) —
$(11,750,64) $ (5,066)
$ — 3 81¢
(1,300,62) (1,050,62)
— 54,716,37
$ (1,300,62) $ 53,666,56
(5,229,07) 60,643,86
78,449,38 48,840,37
$73,220,30.  $109,484,24
$ 489,24¢ $ 260,00(

The accompanying notes are an integral part obthessolidated financial statements
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ROYAL GOLD, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED)

1. OPERATIONS, SUMMARY OF SIGNIFICANT ACCOUNTING POLIC IES AND RECENTLY ISSUED ACCOUNTING
PRONOUNCEMENTS

Operations

Royal Gold, Inc. (“Royal Gold”, the “Company”, “wg"us”, or “our”), together with its subsidiarids,engaged in the business of acquiring
and managing precious metals royalties. Royaltiepassive (non-operating) interests in miningqoty that provide the right to receive
revenue from the project after deducting specifiests, if any.

We seek to acquire existing royalties or to finapogects that are in production or near produciioexchange for royalty interests. We also
fund exploration on properties thought to contaiecpus metals and seek to obtain royalties anerathrried ownership interests in such
properties through the subsequent transfer of tipgranterests to other mining companies. Subsa#iptall of our revenues are and will be
expected to be derived from royalty interests. Wedt conduct mining operations at this time.

Summary of Significant Accounting Policies

The accompanying unaudited consolidated finantaéments have been prepared in accordance widrgBnaccepted accounting
principles for interim financial information and thithe instructions to Form 10-Q and Article 1(R&fgulation S-X. Accordingly, they do not
include all of the information and footnotes regdiby U.S. generally accepted accounting princifdeannual financial statements. In the
opinion of management, all adjustments which are wérmal recurring nature considered necessary fair statement have been included in
this Form 10-Q. Operating results for the three theended September 30, 2006, are not necesgatibative of the results that may be
expected for the fiscal year ending June 30, 208&se interim unaudited financial statements shbaldead in conjunction with the
Company’s Annual Report on Form 10-K for the fispadr ended June 30, 2006.

Recently Issued Accounting Pronouncements

On July 13, 2006, Financial Accounting StandardarBq“FASB”) Interpretation No. 48 (“FIN 48™Accounting for Uncertainty in Income
Taxes — An Interpretation of FASB Statement No., 1% issued. FIN 48 clarifies the accounting focertainty in income taxes recognized
in a company’s financial statements in accordanitie 8FAS 109. FIN 48 also prescribes a recognitimashold and measurement attribute
for the financial statement recognition and meawserg of tax position taken or expected to be takentax return. FIN 48 also provides
guidance on de-recognition, classification, inteegsl penalties, accounting in interim periodsgldsure, and transition. The provisions of
FIN 48 are effective for our fiscal year beginnihgy 1, 2007. The Company is evaluating the imgéaty, the adoption of FIN 48 could
have on our financial statements.
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ROYAL GOLD, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED)

In September 2006, the FASB issued Statement N .Fibr Value MeasurementsStatement No. 157 provides guidance for usingviaue
to measure assets and liabilities. Statement Nbapplies whenever other accounting standardsne@i permit) assets or liabilities to be
measured at fair value but does not expand thefusér value in any new circumstances. Under Statet No. 157, fair value refers to the
price that would be received to sell an asset @t fwatransfer a liability between market participgin the market in which the reporting en
transacts. In this standard, the FASB clarifiesghiciple that fair value should be based on #simptions market participants would use
when pricing the asset or liability. The provisiamisStatement No. 157 are effective for our figesdr beginning July 1, 2008, and interim
periods within the fiscal year. The Company is satihg the impact, if any, the adoption of Statendém 157 could have on our financial
statements.

Also in September 2006, the Securities and Exch&ugemission (“SEC”) issued Staff Accounting Bultehlo. 108 (“SAB 108”)Financial
Statements — Considering the Effects of Prior Yéiastatements when Quantifying Misstatements imédaitY ear Financial Statements.”
SAB 108 provides guidance on how prior year migstents should be taken into consideration whentiyisg misstatements in current
year financial statements for purposes of detemgimihether the current y¢s financial statements are materially misstatesB 308
provides that once a current year misstatemenbé&eas quantified, the guidance in SAB No. Bancial Statements — Materialityshould b
applied to determine whether the misstatement teriadand should result in an adjustment to tharicial statements. We will apply the
provisions of SAB 108 with the preparation of onnaal financial statements for the fiscal year egdiune 30, 2007. The Company is
currently evaluating, but does not expect the appithn of the provisions of SAB 108 to have a mateémpact, if any, on our financial
statements for the fiscal year ending June 30, 2007
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ROYAL GOLD, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED)

2. ROYALTY INTERESTS IN MINERAL PROPERTIES
The following table summarizes the net book valieazh of our royalty interests in mineral propestas of September 30, 2006 and June 30

2006.

As of September 30, 2006:

Accumulatec

Depletion &
Gross Amortization Net
Production stage royalty interes
Pipeline Mining Comple;
GSR1 $ — — 3 =
GSR2 — — —
GSR3 8,105,02! (6,064,971 2,040,04:
NVR1 2,135,10 (1,557,54) 577,55¢
Bald Mountain 1,978,54 (1,824,18) 154,36t
SJ Claims 20,788,44 (5,445,36) 15,343,07
Robinson mine 17,824,77 (526,22) 17,298,54
Mulatos mine 7,441, 77 (234,60)) 7,207,17:
Troy mine GSR royalt 7,250,001 (1,345,22) 5,904,77
Troy mine Perpetual royal 250,00( — 250,00(
Leeville Soutr 1,775,80! (1,773,23) 2,572
Leeville North 14,240,41 (244,45¢) 13,995,96
Martha 172,81( (172,81() —
81,962,71 (19,188,63)  62,774,07
Development stage royalty interes
Taparko Projec
TB-GSR1 22,490,87 — 22,490,87
TB-GSR2 6,574,10. — 6,574,10.
TB-GSR3 926,72: — 926,72:
29,991,69 — 29,991,69
Exploration stage royalty interes
Taparko Projec
TB-GSR3 186,54: — 186,54:
TB-MR1 121,65¢ — 121,65¢
Leeville North 2,305,84! (271,18) 2,034,65!
Buckhorn Soutt 70,11" — 70,11"
2,684,16. (271,18) 2,412,97.
Total royalty interests in mineral propert $114,638,56  $(19,459,81) $95,178,74
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ROYAL GOLD, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED)

As of June 30, 2006:

Production stage royalty interes
Pipeline Mining Comple;
GSR1
GSR2
GSR3
NVR1
Bald Mountain
SJ Claims
Robinson mine
Mulatos mine
Troy mine GSR royalt
Troy mine Perpetual royal
Leeville Soutt
Leeville North
Martha

Development stage royalty interes
Taparko Projec
TB-GSR1
TB-GSR2
TB-GSR3

Exploration stage royalty interes
Taparko Projec
TB-GSR3
TB-MR1
Leeville North
Buckhorn Soutt

Total royalty interests in mineral propert

10

Accumulatec

Depletion &

Gross Amortization Net
$ —  $ — 3 —
8,105,022 (5,976,53) 2,128,48!
2,135,10 (1,548,57) 586,53(
1,978,54 (1,817,581 160,96:
20,788,44 (5,122,20)  15,666,23
17,824,77 (301,460  17,523,31
7,441,777 (128,799 7,312,98.
7,250,00! (1,140,871 6,109,13!
250,00( — 250,00(
1,775,80! (1,753,58) 22,22:
14,240,41 (180,379  14,060,03
172,81( (172,81() —
81,962,71 (18,142,80) 63,819,90
13,859,87 — 13,859,87
4,053,922 — 4,053,92
569,06: — 569,06:
18,482,86 — 18,482,86
110,17¢ — 110,17¢
71,85 — 71,85
2,305,84! (271,18) 2,034,65:
70,11° — 70,11°
2,557,98! (271,18)) 2,286,80.
$103,003,56  $(18,413,99) $84,589,56
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ROYAL GOLD, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED)

Discussed below is a status of each of our royatgrests in mineral properties.

Pipeline Mining Complex

We own two sliding-scale gross smelter return rigal(GSR1 ranging from 0.40% to 5.0% and GSR2iranfjom 0.72% to 9.0%), a 0.71%
fixed gross smelter royalty (GSR3), and a 0.39%vaéte royalty (NVR1) over the Pipeline Mining Colaypthat includes the Pipeline, South
Pipeline, GAP and Crossroads gold deposits in LaGdeinty, Nevada.

The Pipeline Mining Complex is owned by the Codeint Venture, a joint venture between Barrick GBlatporation (“Barrick”) (60%), and
Kennecott Explorations (Australia) Ltd. (40%), dsidiary of Rio Tinto plc.

Bald Mountain

We own a 1.75% to 3.5% sliding-scale net smelterng or NSR, royalty that burdens a portion of Bad Mountain mine, in White Pine
County, Nevada. Bald Mountain is an open pit, Heaph mine operated by Barrick. The sliding-scalglty increases or decreases with the
gold price, adjusted by the 1986 Producer Pricexn®ur royalty rate is calculated quarterly andildccurrently increase to 2%, from 1.75
at a quarterly average gold price of approxima$&i4 per ounce in today’s dollars.

SJ Claims

We own a 0.9% NSR on the SJ Claims that coverstiopmf the Betze-Post mine, in Eureka County, &t Betze-Post is an open pit mine
operated by Barrick at its Goldstrike property.

Leeville Project

We own a 1.8% carried working interest, equal 108% NSR royalty, which covers the majority of theeville Project, in Eureka County,
Nevada. Current production from the Leeville Projederived from Leeville South and Leeville Notthderground mines, which €
operated by Newmont Mining Corporation (“Newmont”).

During our first fiscal quarter of 2006, Newmonghe mining operations at Leeville North. Accordingluring our first fiscal quarter of
2006, we reclassified our cost basis in LeevilletNas a production stage royalty interest. As sughbegan depleting our cost basis using
the units of production method during our firstcisquarter of 2006.

We carry our interest in the non-reserve portiohexdville North as an exploration stage royaltgmst, which is not subject to periodic
amortization. In the event that future proven arabpble reserves are developed at Leeville Nodbaated with our royalty interest, the ¢
basis of our exploration stage royalty interest bél reclassified as a development stage royalgrest or a production stage royalty intere
future periods, as appropriate. In the event thiatré circumstances indicate that the non-reseovigop of Leeville North will not be
converted into proven and probable reserves, wieewdlluate our carrying value in the exploraticaggt interest for impairment.

11
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ROYAL GOLD, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED)

Martha Mine

We own a 2% NSR royalty on the Martha mine locateithe Santa Cruz Province of Argentina, operate@beur d’Alene Mining
Corporation. The Martha mine is a high grade unaengd silver mine.

Troy Mine

We own a production payment equivalent to a 7.09 @alty from all metals and products produced soid from the Troy mine, located
in northeastern Montana and operated by ReveteSompany (“Revett”)The GSR royalty will extend until either cumulatipeoduction o
approximately 9.9 million ounces of silver and 8miflion pounds of copper, or the Company rece®#8.5 million in cumulative payments,
whichever occurs first. As of September 30, 2006 have received payments associated with the Ggittydotaling $3.0 million.

We also own a perpetual royalty at the Troy mirtee Toyalty rate for the perpetual royalty begin§.486 on any production in excess of
11.0 million ounces of silver and 94.1 million palgnof copper, and steps down to a perpetual 2% @ftaulative production has exceeded
12.7 million ounces of silver and 108.2 million pais of copper. Effective January 1, 2006, we haveassified our interest in the perpetual
royalty from an exploration stage royalty interesa production stage royalty interest due to angiase in reserves at the Troy mine.

Taparko Mine

We hold a production payment equivalent to a 15&8R (TB-GSR1) royalty on all gold produced from fraparko Project, located in
Burkina Faso and operated by Somita. TB-GSR1 eitiain in-force until cumulative production of 80204ounces of gold is achieved or
until cumulative payments of $35 million have beeade to Royal Gold, whichever is earlier. We alsh fa production payment equivalent
to a GSR sliding-scale royalty (TB-GSR2 rangingrfro% to 10%) on all gold produced from the TapaPkoject. TB-GSR2 is effective
concurrently with TB-GSR1, and will remain in-forfrem completion of funding commitment until therténation of TB-GSR1. We carry
our interests in TB-GSR1 and TB-GSR2 as developrsiagie royalty interests, which are not currentlyjsct to periodic amortization.

We also hold a perpetual 2% GSR royalty (TB-GSR8albgold produced from the Taparko Project afl@&GSR3 will commence upon
termination of the TB-GSR1 and TB-GSR2 royaltiedktion of the TB-GSR3 royalty is associated véltisting proven and probable
reserves and has been classified as a developtagetreyalty interest, which is not subject to peic amortization at this time. The
remaining portion of the TB-GSR3 royalty, whichnist currently associated with proven and probagsenves, is classified as an exploration
stage royalty interest, which is also not subjeqidriodic amortization at this time.

In addition, we hold a 0.75% milling fee royalty§IMR1) on all gold processed through the TaparkajeRt processing facilities that is
mined from any area outside of the Taparko Pragjezt. TB-MR1 is classified as an exploration stagelty interest and is not subject to
periodic amortization at this time.

The royalty documents for the foregoing royaltiasdnbeen signed and we are holding them pendingletion of our $35 million funding
commitment (of which we have funded $33.6 millicnad October 31, 2006) to Somita. Upon completibaw funding commitment, the
royalty documents will be released and recordedeniggally effective. See Note 7 below for morf@imation about the Amended and
Restated Funding Agreement.

12
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ROYAL GOLD, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED)

Robinson Mine

We own a 3% NSR royalty on the Robinson mine, ledan eastern Nevada. The Robinson mine is an pipeopper mine with significant
gold production. The mine is owned and operate@bgdra.

Mulatos Mine

We own a slidingscale NSR royalty on the Mulatos mine, locatedon@®a, Mexico. The Mulatos mine, owned and operbtedlamos, is a
open pit, heap leach gold mine. The Mulatos miitérgj-scale royalty, capped at two million ouncégald production, ranges from 0.30%
for gold prices below $300 up to 1.50% for goldcps above $400.

Buckhorn South

We hold a 16.5% net profits interest royalty on Buekhorn South property, located in Eureka CouNyada. The Buckhorn South interest
is classified as an exploration stage royalty eder

3. AVAILABLE FOR SALE SECURITIES

Investments in securities that have readily deteainie market values are classified as availablsdt investments. Unrealized gains and
losses on these investments are recorded in acateduwther comprehensive income (net of tax) &parate component of stockholders’
equity. We recorded an unrealized gain of $77, % ¢f tax) for the quarter ended September 306 26@mpared to an unrealized gain of
$85,957 (net of tax) for the quarter ended Septe@®e2005. When investments are sold, the realizéas and losses on the sale of these
investments, as determined using the specific iflestion method, and any unrealized gain or lessrded in accumulated other
comprehensive income are included in determinirtgne@me. We had no sales of available for salestments during the three months
ended September 30, 2006 and 2005.

We hold 1.3 million shares of Revett that are rdedras an investment in available for sale seeardn the Consolidated Balance Sheets.
market value for our investment in the shares ofefRevas $1,599,880 as of September 30, 2006. @airbasis in the Revett shares is $1.0
million.

We hold 1,037,500, 518,750, and 100,000 sharesrmofion stock, warrants and stock options, respdgtieTaranis. The market value for
our investment in Taranis’ common stock, warramid stock options was $577,586 as of September(®H.Dur cost basis in the Taranis
common stock, warrants and stock options is $285,76

13
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ROYAL GOLD, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED)

4. STOCKHOLDERS’ EQUITY AND STOCK-BASED COMPENSATIO N

The Company accounts for its stock-based compamsetiaccordance with FASB Statement No. 123 (exl/2004) Share-Based Payment
(“SFAS 123(R)"), which is a revision of FASB Statent No. 123 Accounting for Stock-Based Compensai@FAS 123"). SFAS 123(R)
requires all stock-based payments to employeelsidimg grants of employee stock options, to be gaexed in the financial statements based
on their fair values.

2004 Omnibus Long-Term Incentive Plan

In November 2004, the Company adopted the Omniloug)iTerm Incentive Plan (“2004 Plan”). The 2004rRieplaces the Company’s
Equity Incentive Plan. Under the 2004 Plan, 900 8i8dres of Common Stock are available for futuamtgrto officers, directors, key
employees and other persons. The Plan providdhdagrant of stock options, unrestricted stockirieted stock, dividend equivalent rights,
stock appreciation rights, and cash awards. Arthede awards may, but need not, be made as perfoenracentives. Stock options granted
under the 2004 Plan may be non-qualified stockootor incentive stock options.

In accordance with SFAS 123(R), for the three merthded September 30, 2006 and 2005, we recorti#htm-cash stock compensation
expense related to our equity compensation plafgdb2,839 and $238,341, respectively, which iscalled among cost of operations, general
and administrative, and exploration and businessldpment in our consolidated statements of opmratand comprehensive income. The
total non-cash compensation expense allocatedstoof@perations, general and administrative, aqpdiogation and business development for
the three months ended September 30, 2006, wad2Bh%233,430 and $121,980, respectively. The tatatcash compensation expense
allocated to cost of operations, general and adtnative, and exploration and business developfieerthe three months ended Septembe
2005, was $28,585, $121,955 and $87,801, respéctiliee total income tax benefit associated with+gash stock compensation expense
was approximately $146,000 and $86,000 for theetmenths ended September 30, 2006 and 2005, reshect

As of September 30, 2006, there are 489,584 slodizanmon stock reserved for future issuance undeequity compensation plan.

Stock Options

Stock option awards are granted with an exercige gqual to the closing market price of the Congfmoommon stock at the date of grant.
Stock option awards granted to officers, key emgésyand other persons vest based on one to thaeegfecontinuous service. Stock option
awards granted to directors vest immediately wepect to 50% of the shares granted and after @srewith respect to the remaining 50%
granted. Stock option awards have 10 year contabtgums.
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To determine non-cash stock compensation expenstdck option awards, the fair value of each sieton award is estimated on the date
of grant using the Black-Scholes option pricing middr all periods presented. The Black-Scholes @hoefjuires key assumptions in order to
determine fair value and those key assumption$ asrdNovember 2005 grant are noted in the follaypable:

Weighted average expected volatil 61.2(%
Weighted average expected option term in y 5.4
Weighted average dividend yie 1.0(%
Weighted average risk free interest t 4.5%
Weighted average grant fair val $12.0¢

A summary of stock option activity under our equiympensation plans for the three months endedeBdyetr 30, 2006, is presented below:

Weightec-
Average
Weightec- Remaining
Average Contractue Aggregate
Exercise Term Intrinsic
Options Shares Price (Years) Value
Outstanding at July 1, 20( 528,41: $ 14.8¢
Granted — —
Exercisec — —
Forfeited and Expire — —
Outstanding at September 30, 2( 528,41 $ 14.8¢ 6.2 $6,479,84!
Exercisable at September 30, 2( 396,08 $ 12.8¢ 3.8 $5,653,82.

The Company did not grant any stock options dutiireggperiod ended September 30, 2006 and 2005 .otddritrinsic value of options
exercised during the period ended September 3@, 20@ 2005, was $0 and $8,525, respectively.

A summary of the status of the Company’s non-vestecdk options for the three months ended SepteB8Me2006, is presented below:

Weightec-Average

Shares Grant Date Fair Valt

Non-vested at July 1, 20( 132,33: % 11.2¢
Granted — % —
Vested — % —
Forfeited — % —
Non-vested at September 30, 2( 132,33: % 11.2¢

For the quarter ended September 30, 2006 and 2@0Eecorded non-cash stock compensation expenseiaes with stock options of
$238,922 and $195,252, respectively. As of Septe®de2006, there was $552,049 of total unrecoghimn-cash stock compensation
expense related to non-vested stock options gramtéer our equity compensation plans, which is etqubto be recognized over a weighted-
average period of 2.1 years. The total fair valughares vested during the period ended Septenth@086, and 2005, was $0 and $53,130,
respectively.
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Stockbased Compensation

As defined in the 2004 Plan, officers and certanpl®yees may be granted shares of restricted constegk that can be earned only if
defined multi-year performance goals are met withia years of the date of grant (“Performance 889r If the performance goals are not
earned by the end of this five year period, thédPerance Shares will be forfeited. Vesting of Parfance Shares is subject to certain
performance measures being met and can be basettom earn outs of 25%, 50%, 75% or 100%.

A summary of the status of the Company’s masted Performance Shares for the three monthsle@ejggember 30, 2006, is presented be

Weightec-Average

Shares Grant Date Fair Valt

Non-vested at July 1, 20( 4150 $ 19.1¢
Granted — 3 —
Vested — 3 —
Forfeited — % —
Non-vested at September 30, 2( 4150 $ 19.1¢

We measure the fair value of the Performance Shma®sd upon the market price of our common stodf Hee date of grant. In accordance
with SFAS 123(R), the measurement date for theoPmdnce Shares will be determined at such timethigaperformance goals are attaine
that it is probable they will be attained. At sdirhe that it is probable that a performance coaditvill be achieved, compensation expense
will be measured by the number of shares thatudtiinately be earned based on the grant date marlest of our common stock. Interim
recognition of compensation expense will be madsiah time as management can reasonably estingateithber of shares that will be
earned. As of September 30, 2006, our estimatésaited! that it is probable that 100% of our nontegderformance Shares will be earned.
For the quarter ended September 30, 2006 and 2@0fecorded non-cash stock compensation expengeiatesl with our Performance
Shares of $89,179 and $0, respectively. As of Selpte 30, 2006, total unrecognized non-cash stookpemsation expense related to our
Performance Shares is $360,705, which is expeotbd tecognized over the next 1.5 years, the pened which it is probable that the
performance goals will be attained.

As also defined in the 2004 Plan, directors, oficand certain employees may be granted sharestoicted common stock, which vest by
continued service alone (“Restricted Stock”). Fificers and certain employees, the vesting perwdfestricted Stock begins after a three-
year holding period from the date of grant with -third of the shares vesting in years four, fivel aix, respectively. Restricted Stock awards
granted to directors vest immediately with respe@0% of the shares granted and after one yearregipect to the remaining 50% granted.
Shares of Restricted Stock represent issued aisthoding shares of common stock, with dividend\aotthg rights. Unvested shares of
Restricted Stock are subject to forfeiture upomteation of employment with the Company.
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A summary of the status of the Company’s mested Restricted Stock for the three months eSagdember 30, 2006, is presented be

Weightec-Average

Shares Grant Date Fair Valt

Non-vested at July 1, 20( 77,25  $ 20.6(
Granted — % —
Vested — % —
Forfeited — % —
Non-vested at September 30, 2( 77,25( $ 20.6(

For the quarter ended September 30, 2006 and 2@0Eecorded norash stock compensation expense associated witRetbteicted Stock ¢
$84,738 and $43,089, respectively. As of SepterBbeR006, total unrecognized non-cash stock congiiemsexpense related to Restricted
Stock was $1,173,883, which is expected to be mized over the remaining average vesting periofl ®f/ears.

Stock Issuances

In September 2005, we sold 2,227,912 shares af@umon stock, at a price of $26.00 per share, tinguih proceeds of approximately
$54.7 million, which is net of the underwriter'ssdount of $2.9 million and transaction costs ofragpnately $327,000. The net proceeds in
this equity offering have been and will continuébtoused to fund the acquisition and financingdafigdonal royalty interests and for general
corporate purposes.

During the quarter ended September 30, 2005, aptmpurchase 1,000 shares were exercised, resiitproceeds of $14,115.

5. EARNINGS PER SHARE (“*EPS”) COMPUTATION

For The Three Months Ended September 30, :

Income Shares Pe-Share

(Numerator) (Denominator Amount

Basic EPS Income available to common stockhol $4,960,13 23,587,41 $ 0.21
Effect of dilutive securitie 230,31

Diluted EPS $4,960,13 23,817,72. $ 0.21
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As of September 30, 2006, all outstanding optioasavincluded in the computation of diluted EPS heeahe exercise price of all the opti
was less than the average market price of our canshares for the period.

For The Three Months Ended September 30, :

Income Shares Pe-Share
(Numerator) (Denominator Amount
Basic EPS
Income available to common stockhold $3,057,43. 21,126,60 $ 0.14
Effect of dilutive securitie 240,23¢
Diluted EPS $3,057,43. 21,366,84 $ 0.14

Options to purchase 50,000 shares of common sabekpurchase price of $23.73 per share, wereamdlisty at September 30, 2005, but v
not included in the computation of diluted EPS lusesthe exercise price of these options was grtearthe average market price of the
common shares for the period.

6. INCOME TAXES

For the three months ended September 30, 2006 eeeded current and deferred tax expense of $588tompared with $1,404,335
during the three months ended September 30, 20@5effective tax rate for the three months endgut&Seber 30, 2006, was 32.7%,
compared with 31.5% for the three months endede®dptr 30, 2005. The increase in our effective & is due to a decrease in our
estimated deductions associated with percentagetd®p The increase was also partially offset lilearease in our State of Colorado tax
rates.

7. COMMITMENTS AND CONTINGENCIES
Taparko Project

On March 1, 2006, Royal Gold entered into an Ameraled Restated Funding Agreement with Somita rélmehe Taparko Project in
Burkina Faso, West Africa. We have a $35 millionding commitment pursuant to the Amended and Resfatinding Agreement, of which
we have funded approximately $30.3 million as git8mber 30, 2006. During October 2006, we fundeddtitional $3.3 million to the
Taparko Project, resulting in total funding by dspproximately $33.6 million as of October 31, 808ubsequent funding of the Taparko
Project will be made in installments over the remra construction period. The Amended and Restatedling Agreement outlines the
construction milestones that must be met priormithespecific funding installment. We expect thejgnbto meet all construction requireme
(as defined in the Amended and Restated FundingeXxgent) no later than second quarter of calendaf.20e estimate the $35 million will
be funded by the second quarter of calendar 2@Mjest to construction milestones. Our royalties subject to completion of our funding
commitment.

Under a separate Contribution Agreement, High R@&eld Mines Ltd (“High River”) is responsible foowtributing additional equity
contributions for any cost overruns incurred dutimg construction and construction warranty perididdigh River is unable to make the
required equity contributions, we have

18




Table of Contents

ROYAL GOLD, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED)

the right to either (a) provide funding that Higtvét failed to fund, or (b) declare a default untter Funding Agreement. In the event that we
elect to provide funding in the amount that HigldRifails to fund, we may elect to acquire eitheeguity interest in High River, consisting
of units of common shares and warrants of High Rasedefined, or to obtain additional royalty ietss in the Taparko Project in an amount
in proportion to the amount of the additional furglicompared with our original $35 million fundingramitment. As of October 31, 2006,
High River has made all required equity commitmestscheduled, under its Contribution Agreement.

Taranis

On November 4, 2005, we entered into a stratetjanak with Taranis for exploration on the Kettukikko project located in Finland. Duri
our fiscal year 2006, we have funded exploratidgalitog $500,000 in return for a 2% NSR royalty. Also have an option to fund up to an
additional $600,000. The Company has elected teceseethis option. If we fund the entire additioaatount, we will earn a 51% joint
venture interest in the Kettukuusikko project, arewill release our 2% NSR royalty. In the everdttRoyal Gold does not fully fund the
$600,000 to earn the joint venture interest, weldioetain our 2% NSR royalty. As of September 3W0& we have funded $0 of the
additional $600,000 option.

Revett

Under the terms of the Revett purchase agreenfen€ompany has the right, but not the obligatiorgure any default by Revett under their
obligations pursuant to an existing mortgage pajadgcured by a promissory note, to Kennecott M@n@ompany, a third party and prior
joint venture interest owner of the Troy mine.H&tCompany elects to exercise its right, it woldstnthe subsequent right to reimbursen
from Revett for any amounts disbursed in curinghsdefaults. The principal and accrued interest utfte promissory note as of

September 30, 2006, was approximately $6.0 millwith a maturity date of February 2008.

Casmalia

On March 24, 2000, the United States Environmédntatection Agency (“EPA”) notified Royal Gold and Bther entities that they were
considered potentially responsible parties (“PRRs§er the Comprehensive Environmental Responsep€nsation, and Liability Act of
1980, as amended (“Superfund”), at the Casmali@itess Hazardous Waste Disposal Site (the “Site9anta Barbara County, California.
EPA's allegation that Royal Gold was a PRP wasdbasethe disposal of allegedly hazardous petrolexpioration wastes at the Site by
Royal Gold’s predecessor, Royal Resources, Incingl1983 and 1984.

After extensive negotiations, on September 23, 28@¥al Gold, along with 35 members of the PRP graugeted by EPA, entered into a
Partial Consent Decree with the United States oéAca intending to settle their liability for thenlled States of America’s past and future
clean-up costs incurred at the Site. Based on thammal volume of allegedly hazardous waste that&®esources, Inc. disposed of at the
Site, our share of the $25.3 million settlement amavas $107,858, which we deposited into the @sawcount that the PRP group set up
that purpose in January 2002. The funds were patiget United States of America on May 9, 2003. Uhéed States of America may only

pursue Royal Gold and the other PRPs for additiolean-up costs if the United States of Americaltolean-up costs at the Site

19




Table of Contents

ROYAL GOLD, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED)

significantly exceed the expected cost of approkétye272 million. We believe our potential lialbyliwith the United States of America to
a remote possibility.

The Partial Consent Decree does not resolve Roghl' $potential liability to the State of Califomn{“State”) for its response costs or for
natural resource damages arising from the Site.SEate has not expressed any interest in purs@ingal resource damages. However, on
October 1, 2002, the State notified Royal Gold #redrest of the PRP group that participated ins#tdement with the United States of
America that the State would be seeking responses ¢otaling approximately $12.5 million from theltnis not known what portion of these
costs the State expects to recover from this PRBpgin settlement. If the State agrees to a voltimaliocation, we will be liable for 0.438%
of any settlement amount. However, we expect thasbare of liability will be completely covered by$15 million, zero-deductible
insurance policy that the PRP group purchased fsgaty to protect itself from claims such as thabught by the State. No notices or any
other forms of actions with respect to Royal Gaddédnbeen made by the State since its October 2, 20fce.

8. SUBSEQUENT EVENT

Effective October 20, 2006, the Company enterea amt agreement with Nevada Star Resource CorpvétiseStar”) to acquire certain
unpatented mining claims and to purchase a slidoade NSR royalty on the Gold Hill deposit for $&8lion. The sliding-scale NSR royalty
on the Gold Hill deposit will pay 2.0% when thegariof gold is above $350 per ounce and 1.0% wheprice of gold falls to $350 per our
or below. The royalty is also subject to a minimwayalty payment of $100,000 per year. Round Moum@ald Corporation (“‘RMGC”) has
the right, at anytime, to purchase the royaltyriggéefor $10 million, less any royalty receivedMgvada Star and Royal Gold. The closing of
the acquisition is subject to customary conditiand is expected to occur in November 2006.

The Gold Hill deposit, located just north of theuRd Mountain gold mine in Nye County, Nevada, intoolled by RMGC, a joint venture
between Kinross Gold, the operator, and Barrick.

On November 8, 2006 the Company announced thBbitsd of Directors increased the Company’s anreaeqdar year) dividend from
$0.22 to $0.26, payable on a quarterly basis di@®per share of common stock, beginning with thergrly dividend payable January 19,
2007.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
General

Management’s Discussion and Analysis of Financ@hdition and Results of Operations (“MD&A”) is imded to provide information to
assist you in better understanding and evaluatimdinancial condition and results of operatione Y¥commend that you read this MD&A in
conjunction with our consolidated financial statemsancluded in Item 1 of this Quarterly Reportform 10-Q, as well as our 2006 Annual
Report on Form 10-K.

This MD&A contains forward-looking information. Oimportant note about forward-looking statementsiciv you will find following this
MD&A and the MD&A in our 2006 Annual Report on Fort0-K, applies to these forward-looking statements.

We refer to “GSR,” “NSR” and other types of royaityerests throughout this MD&A. These terms aréndel in our 2006 Annual Report on
Form 10-K.

Overview

Royal Gold, Inc., together with its subsidiariesengaged in the business of acquiring and manggéajous metals royalties. Royalties are
passive (non-operating) interests in mining prgj¢leat provide the right to receive revenue fromploject after deducting specified costs, if
any.

We seek to acquire existing royalties or to finapogects that are in production or near produciioexchange for royalty interests. We also
fund exploration on properties thought to contaiecpus metals and seek to obtain royalties anerathrried ownership interests in such
properties through the subsequent transfer of tipgranterests to other mining companies. Substiintall of our revenues are and will be
expected to be derived from royalty interests. Weadt conduct mining operations at this time. Dgrine quarter ended September 30, 2006,
we focused on the management of our existing rgyaderests, the acquisition of royalty interesisg the creation of royalty interests throi
financing and strategic exploration alliances.

Our financial results are primarily tied to thegeriof gold and other metals, as well as produdtiom our royalty properties. For the quarter
ended September 30, 2006, the price of gold avdré§21 per ounce compared with an average pri¢éd®® per ounce for the quarter ended
September 30, 2005. As a result of the increasitgwe, our GSR1 sliding-scale royalty rate & Hipeline Mining Complex was 5.0%
compared with a rate of 4.5% during the prior pgeridayments received from the recently acquiredaidsl and Robinson royalties, along
with an increase in production at the Bald Mountaine contributed to royalty revenue of $9,745,d88ng the quarter ended September 30,
2006, compared to royalty revenue of $6,827,61¢hduhe quarter ended September 30, 2005. Thesesises to our royalty revenue were
partially offset by lower production at the Pipe&liMining Complex .

Our principal mineral property interests are sethfelow:

» Pipeline: Four royalty interests at the Pipeliaing Complex, which includes the Pipeline and ®dRipeline, GAP and Crossroads
gold deposits. The Pipeline Mining Complex is opadeby the Cortez Joint Venture, which is a joiabture between Barrick (60%),
and Kennecott Explorations (Australia) Ltd. (40%subsidiary of Rio Tinto plc. Our four royalty énésts at the Pipeline Mining
Complex are
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° GSR1 - A sliding-scale GSR royalty that coveeschrrent mine footprint, which includes the Pipeland South Pipeline
deposits, and ranges from 0.4% at a gold pricevb8®Ri10 per ounce to 5.0% at a gold price of $4t0opace or above

° GSR2 - A sliding-scale GSR royalty that coveeaaroutside the Pipeline deposit and ranges fr@gg?®at a gold price below
$210 per ounce to 9.0% at a gold price of $470opace or above

° GSR3 - A 0.71% fixed rate GSR royalty on the paibn covered by GSR1 and GSR2; and
° NVR1-A fixed rate 0.39% net value royalty on all prodanton the South Pipeline, Crossroads and sonmieeoGAP deposit, b
not covering the Pipeline depos

= Leeville: We hold a 1.8% carried working interesjual to a 1.8% NSR royalty, on the majorityts t eeville Project, which includes
both the Leeville South and Leeville North undergrd mines, located in Nevada and operated by Newr

= SJ Claims: We hold a 0.9% NSR royalty on the Bin@, which covers a portion of the Betze-Postopie mine, at the Goldstrike
operation, located in Nevada and operated by Bal

= Troy: Two royalty interests in the Troy undergrowilder and copper mine, operated by Revett, latataorthwestern Montan

° A production payment equivalent to a 7.0% GSRaltyyuntil either cumulative production of approxtaly 9.9 million ounces of
silver and 84.6 million pounds of copper, or weeige $10.5 million in cumulative payments, whichewecurs first; an

° A GSR royalty which begins at 6.1% on any progtucin excess of 11.0 million ounces of silver &4d1 million pounds of
copper, and steps down to a 2% GSR royalty afterutative production has exceeded 12.7 million osrafesilver and
108.2 million pounds of coppe

= Martha: A 2% NSR royalty on a number of properiie Santa Cruz Province, Argentina, including Metha mine, which is a high
grade underground silver mine and is operated lyu€c Alene Mines Corporation; ar

= Bald Mountain: A 1.75% NSR sliding-scale royaltjerest that increases to 2% at a gold price pf@pmately $684 per ounce and
covers a portion of the Bald Mountain mine in Newvaaperated by Barricl

= Taparko: Subject to completion of our funding coitment we hold four royalty interests on the T&paProject, located in Burkina
Faso and operated by High River. Our four royaitgiiests at the Taparko Project ¢

° TB-GSRL1 — A production payment equivalent to 815SR royalty on all gold produced from the Tapapkoject until either
cumulative production of 804,420 ounces of golddkieved or until we receive $35 million in cumidatpayments

° TB-GSR2 — A production payment equivalent to &R&8ding-scale royalty, which ranges from 0% t&4d,®n all gold produced
from the Taparko Project. At a gold price of $6@0 punce, the sliding-scale royalty rate would 896 TB-GSR2 remains in
force until the termination of T-GSR1,;
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° TB-GSR3 - A perpetual 2% GSR royalty on all gotdduced from the Taparko Project area. TB-GSRBasihmence upon the
termination of the T-GSR1 and T-GSR2 royalties; an

° TB-MR1 — A 0.75% milling fee royalty on all goldubject to annual caps, processed through therk@paioject processing
facilities that is mined from any area outside Tiagarko Project are

Robinson: A 3% NSR royalty on the Robinson mineated in eastern Nevada and operated by Quadr:

Mulatos: A sliding-scale NSR royalty on the Muaisitmine, located in Sonora, Mexico, and operatedlagnos. The sliding-scale NSR
royalty, capped at two million ounces of gold protion, ranges from 0.30% payout for gold priceohe$300 per ounce up to a
maximum rate of 1.50% for gold prices above $400queice.

During the first quarter of calendar 2006, we reediproduction estimates, attributable to our riyyimiterests, for calendar year 2006. The
calendar 2006 production estimates and productioibbatable to our royalty interests during thesfinine months of calendar 2006 are as

follows:

Reported Productio

Calendar 2006 Productic Through

Royalty Operatol Metal Estimate September 30, 20(4)
Pipeline GSR: Barrick Gold 385,00( oz. 299,74 oz.
Pipeline GSR: Barrick Gold 385,00( oz. 299,74: oz.
Pipeline NVR1 Barrick Gold 213,00( oz. 92,11° oz.
Leeville North Newmont Gold 196,00( oz. 29,94. oz.
Leeville Soutt Newmont Gold 29,00( oz. 28,01¢ oz.
SJ Claims Barrick Gold 903,00( oz. 653,25 oz.
Bald Mountain Barrick Gold 248,00( oz. 149,48. oz.
Robinson Quadrs Gold 53,50( 0z.®) 23,24. o0z.)
Mulatos Alamos Gold 110,000 to 120,0C oz.®) 43,55¢ 0z.®M
Troy Revett Silver 1.8 million oz. 653,34 oz.
Martha Coeur ['Alene Silver 2.5 million oz. 1.9 million oz.
Troy Revett Coppet 15.6 millior Ibs. 5.2 million Ibs.
Robinson Quadrs Copper 115 million Ibs.@W(@  47.2 millior Ibs.®)
Robinson Quadrs Molybdenun 0.5 to 1.0 millior lbs.(®)®) 101,67¢ Ibs. (@

(Y

@

@

Q)

Production estimates are for the full 2006 catengtar. The reported production through SepterBbeR006, reflects the production
received since the fourth quarter of fiscal yeadd&®r the acquisition perio

In October 2006, Quadra reported that their nabcopper production estimate of 125 to 130 millwunds of copper in concentrate
will not be met due to the presence of high leeélgxide copper contained within the ore supergaee currently being mined by
Quadra

In August 2006, Quadra reported that their oagmolybdenum production estimates will not be mirtadra was not able to provide
updated molybdenum production estimates at this.i

Reported production relates to the amount of nestlels, subject to our royalty interests, througbt&eber 30, 200¢
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Royalty Acquisition

As discussed in Note 8 in the accompanying Not&3aasolidated Financial Statements, effective Gat@®, 2006, the Company entered

an agreement with Nevada Star Resource Corp. (‘the$dar”) to acquire certain unpatented miningnataaind to purchase a sliding-scale
NSR royalty on the Gold Hill deposit for $3.3 nifi. The slidin-scale NSR royalty on the Gold Hill deposit willyp2.0% when the price of
gold is above $350 per ounce and 1.0% when the pfigold falls to $350 per ounce or below. Theaftyis also subject to a minimum
royalty payment of $100,000 per year. Round Moum@old Corporation (“RMGC”) has the right, at amyé, to purchase the royalty interest
for $10 million, less any royalty received by Neae8tar and Royal Gold. The closing of the acquisits subject to customary conditions i

is expected to occur in November 2006.

The Gold Hill deposit, located just north of theuRd Mountain gold mine in Nye County, Nevada, iatoolled by RMGC, a joint venture
between Kinross Gold, the operator, and Barrick.

Results of Operations
Quarter Ended September 30, 2006, Compared to €uantded September 30, 2005

For the quarter ended September 30, 2006, we redoret earnings of $4,960,137, or $0.21 per basldéduted share, as compared to net
earnings of $3,057,431, or $0.14 per basic andedilshare, for the quarter ended September 30, 2005

For the quarter ended September 30, 2006, we etédtal royalty revenue of $9,745,793, at an ayegold price of $621 per ounce,
compared to royalty revenue of $6,827,619, at amame gold price of $439 per ounce for the quaneied September 30, 2005. Royalty
revenue and the corresponding production, attrilletn our royalty interests, for the quarter en8egtember 30, 2006 compared to the
guarter ended September 30, 2005 is as follows:

Royalty Revenue and Production Subject to Our Rgyaterests
Quarter Ended September 30, 2006 and 2005

Quarter Ender Quarter Ende:
September 30, 20( September 30, 20(
Royalty Royalty
Royalty Metal(s) Revenue Production Revenue Production
Pipeline Gold $4,532,61! 125,36! oz.  $5,370,42 227,98. oz.
Leeville Gold $ 212,46: 19,25¢ oz. $ 158,14« 19,69 oz.
SJ Claims Gold $ 823,43 149,30( oz. $ 913,06: 229,45¢ oz.
Bald Mountain Gold $ 531,66: 48,88 oz. $ 69,21¢ 9,00C oz.
Robinson®) $2,709,31;
Gold 10,15¢ oz. N/A N/A
Coppet 19,936,88 Ibs. N/A N/A
Molybdenun 40,93t Ibs. N/A N/A
Mulatos®) Gold $ 185,98: 19,64: oz. N/A N/A
Troy $ 569,69: $ 268,51«
Silver 204,26¢ oz. 191,41¢ oz.
Coppet 1,661,98' Ibs. 1,583,47: Ibs.
Martha Silver $ 180,63¢ 775,85. oz. $ 48,26 344,23( oz.

1) Receipt of royalty revenue commenced during ourtfoquarter of fiscal year 200
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The increase in royalty revenue for the quarteedrBeptember 30, 2006 compared with the quartexde8dptember 30, 2005, resulted from
an increase in metal prices, increased productitimaBald Mountain mine, and payments from thendlg acquired Mulatos and Robinson
royalties. These increases were partially offsed lofpcrease in production at the Pipeline Miningh@lex.

Cost of operations increased to $658,517 for ttetquended September 30, 2006, compared to $4B€6%he quarter ended September
2005. The increase was primarily due to an incr@aiee Nevada Net Proceeds Tax expense, whicltedsprimarily from an increase in
royalty revenue from Bald Mountain and the receattyuired Robinson royalty.

General and administrative expenses increased, 18%556 for the quarter ended September 30, Z0#&,$959,508 for the quarter ended
September 30, 2005. The increase was primarilytala® increase in non-cash compensation expermmtdt to general and administrative
expenses of approximately $112,000.

Exploration and business development expensesatsmdo $418,541 for the quarter ended Septemb@086, from $434,710 for the
quarter ended September 30, 2005. The decreasen&rity due to fewer consulting services utilizéaring the quarter.

As discussed in Note 4 in the accompanying Not&3otsolidated Financial Statements, the Companguets for its stock-based
compensation in accordance with the Financial Aotiog Standards Board Statement No. 123 (revis@d28hare —Based PaymefiSFAS
123(R)"). SFAS 123(R) requires all stock-based payts to employees, including grants of employeekstgtions, restricted stock, and
performance shares, to be recognized in the fiahstatements based on their fair values. In accae with SFAS 123(R), for the three
months ended September 30, 2006 and 2005, we esttothl non-cash stock compensation expense delai@ur equity compensation plans
of $412,839 and $238,341, respectively, whichlscated among cost of operations, general and asimative, and exploration and business
development in our consolidated statements of djpasaand comprehensive income. The total non-castpensation expense allocated to
cost of operations, general and administrative,expdoration and business development for the threeths ended September 30, 2006, was
$57,429, $233,430 and $121,980, respectively. dtad mon-cash compensation expense allocated t@toperations, general and
administrative, and exploration and business deweémt for the three months ended September 30, 2635$28,585, $121,955 and
$87,801, respectively. The total income tax beraf#ociated with non-cash stock compensation egpeas approximately $146,000 and
$86,000 for the three months ended September 88, &0d 2005, respectively. As of September 30, 20@8e was $552,049, $360,705 and
$1,173,883 of total unrecognized non-cash stockpemsation expense related to n@sted stock options, Performance Shares and &ed
Stock, respectively, granted under our equity campgon plan. The unrecognized non-cash stock cosgpien expense related to our non-
vested stock options, Performance Shares and &esti$tock is expected to be recognized over agefi2.1 years, 1.5 years and 4.5 years,
respectively.

Depreciation and depletion increased to $1,072f@d e quarter ended September 30, 2006, from $23For the quarter ended
September 30, 2005. The increase was primarilytalirecreased production at the Troy mine, alongnhie addition of the Mulatos and
Robinson mine royalties, both resulting in addiéibdepletion.

Interest and other income increased to $971,18th&oquarter ended September 30, 2006, from $437F@%he quarter ended September 30,
2005. The increase is primarily due to higher iederates and an increase in funds available f@sitng over the prior period.

During the three months ended September 30, 2086ewognized current and deferred tax expensertgth?,407,598 compared with
$1,404,335 during the three months ended SepteBhH@005. This resulted in an effective tax rat82f7% in the current period, compared
with 31.5% in the prior period.
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The increase in our effective tax rate is due deerease in our estimated deductions associatbdpetitentage depletion. The increase was
partially offset by a decrease in our State of Galo tax rates.

Liquidity and Capital Resources

At September 30, 2006, we had current assets q748(B52 compared to current liabilities of $6,B8®, for a current ratio of 13 to 1. This
compares to current assets of $84,775,896 andntuiabilities of $3,323,516 at June 30, 2006, Hésg in a current ratio of 26 to 1. The
decrease in the current ratio is due primarily tieerease in available cash of approximately $5ll&mand an increase in our income taxes
payable of approximately $2.2 million. Our avaiklsbsh decreased as a result of our additionalrfgraf the High River royalties of
approximately $11.6 million and a dividend paymeih$1.3 million during the period. These paymen&sewartially offset by cash received
from operations of approximately $7.8 million. Wen@inue to have no long-term debt.

During the three months ended September 30, 2@6dity needs were met from $9,745,793 in royadtyenues, our available cash
resources, and interest and other income of $981,18

We have a $30 million line of credit from HSBC tima#y be used to acquire producing royalties andémeral corporate purposes. Any loan
under the line of credit will be secured by a magg on our GSR1, GSR3 and NVRL1 royalties at thelifgp Mining Complex, and by a
security interest in the cash proceeds from oualtgynterests. The maturity date of our line addit was extended in July 2006 for one year
to December 31, 2009. As of September 30, 2006)mas have been drawn under the line of credit.

We believe that our current financial resourcesfands generated from operations will be adequataver anticipated expenditures for
general and administrative expense costs, exptoratnd business development costs, and capitahditpees for the foreseeable future. Our
current financial resources are also availabledgalty acquisitions and to fund dividends. Ourdeerm capital requirements are primarily
affected by our ongoing acquisition activitiestte event of a substantial royalty or other actjoisj we may seek additional debt or equity
financing opportunities.

On November 8, 2006 the Company announced thBbisd of Directors increased the Company’s anmeaeqdar year) dividend from
$0.22 to $0.26, payable on a quarterly basis di@®per share of common stock, beginning with theregrly dividend payable January 19,
2007.

Recently Issued Accounting Pronouncements

On July 13, 2006, Financial Accounting StandardarBq“FASB”) Interpretation No. 48 (“FIN 48" Accounting for Uncertainty in Income
Taxes — An Interpretation of FASB Statement No., 1% issued. FIN 48 clarifies the accounting focertainty in income taxes recognized
in a company’s financial statements in accordanite 8FAS 109. FIN 48 also prescribes a recognitivashold and measurement attribute
for the financial statement recognition and meawserg of tax position taken or expected to takea iax return. FIN 48 also provides
guidance on de-recognition, classification, inteegsl penalties, accounting in interim periodsgldsure, and transition. The provisions of
FIN 48 are effective for our fiscal year beginnihndy 1, 2007. The Company is evaluating the impéetyy, the adoption of FIN 48 could
have on our financial statements.

In September 2006, the FASB issued Statement NG .Fibr Value MeasurementsStatement No. 157 provides guidance for usingviaue

to measure assets and liabilities. Statement Nbapplies whenever other accounting standardsne@oi permit) assets or liabilities to be
measured at fair value but does not expand thefusér value in any new circumstances. Under Statat No. 157, fair value refers to the

price that would be received to sell an asset @ wetransfer a liability between market participain the market in which the reporting en
transacts. In this standard, the FASB clarifiesgheciple that fair value should be based on g$®mimptions market participants would use
when pricing the asset or liability. The provisi@fsStatement No. 157 are effective for our fisgedr beginning
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July 1, 2008, and interim periods within the fisgahr. The Company is evaluating the impact, if, ding adoption of Statement No. 157 cc
have on our financial statements.

Also in September 2006, the Securities and Exch&ugemission (“SEC”) issued Staff Accounting Bultehlo. 108 (“SAB 108")Financial
Statements — Considering the Effects of Prior Yéigstatements when Quantifying Misstatements imedaity ear Financial Statements.”
SAB 108 provides guidance on how prior year migstents should be taken into consideration whentiyisg misstatements in current
year financial statements for purposes of detemgimihether the current y¢s financial statements are materially misstate&B 308
provides that once a current year misstatemenbéas quantified, the guidance in SAB No. B®ancial Statements — Materialifyshould b
applied to determine whether the misstatement teriahand should result in an adjustment to tharicial statements. We will apply the
provisions of SAB 108 with the preparation of onnaal financial statements for the fiscal year egdiune 30, 2007. The Company is
currently evaluating, but does not expect the apfithn of the provisions of SAB 108 to have a matémpact, if any, on our financial
statements for the fiscal year ending June 30, 2007

Forward-Looking Statements

Cautionary “Safe Harbor” Statement under the Peigcurities Litigation Reform Act of 1995. Withetbxception of historical matters, the
matters discussed in this report are forward-loglstatements that involve risks and uncertaintias ¢ould cause actual results to differ
materially from projections or estimates contaihecein. Such forward-looking statements includeestants regarding projected production
estimates from the operators of our royalty prapsrthe adequacy of financial resources and ftmdsver anticipated expenditures for
general and administrative expenses as well asat@pipenditures and costs associated with bustesgopment and exploration, settlem
of the Casmalia matter, the potential need fortemiwhl funding for acquisitions, our future capit@mmitments and our expectation that
substantially all our revenues will be derived froogalty interests. Factors that could cause actsllts to differ materially from these
forward-looking statements include, among others:

= changes in gold, silver and copper pric

= the performance of the Pipeline Mining Complex and other producing royalty propertie

= decisions and activities of the operators of oyahy properties

= unanticipated grade, geological, metallurgical cessing or other problems at these propel
= changes in project parameters as plans of the topsr@re refinec

= changes in estimates of reserves and mineralizbtighe operators of our royalty properti

= the completion of the construction of the Taparkojétt in 2007

= economic and market conditior

= future financial need:

= the availability and size of acquisitions; ¢

= the ultimate additional liability, if any, to tha&®e of California in connection with Casmalia reat

27




Table of Contents

as well as other factors described elsewhere ianual Report on Form 10-K and other reports fileth the Securities and Exchange
Commission (the “SEC”). Most of these factors aggdnd our ability to predict or control. We disafaany obligation to update any forward-
looking statement made herein. Readers are cadtiooieto put undue reliance on forward-looking estagnts.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

Our earnings and cash flow are significantly impddty changes in the market price of gold. Goldgwican fluctuate widely and are affec
by numerous factors, such as demand, productiaidegconomic policies of central banks, produeeiging, world political and economic
events, and the strength of the U.S. dollar redatiivother currencies. Please see “Decreasesciespof gold, silver and copper would reduce
our royalty revenues,” under Part I, Item 1A of @006 Annual Report on Form 10-K for more inforroatthat can affect gold prices. During
the last five years, the market price for gold thastuated between $278 per ounce and $725 pereounc

During the three month period ended September@@6,2ve reported royalty revenues of $9,745,798) am average gold price for the
period of $621 per ounce. The Company’s GSR1 rgyatt the Pipeline Mining Complex, which producegbmximately 39% of the
Company’s revenues for the period, is a slidindesoayalty with variable royalty rate steps basedte average London PM gold price for
the period. These variable steps are describdtei€bmpany’s Annual Report on Form 10-K. For tharter ended September 30, 2006, if
the price of gold had averaged higher or lower 29 ler ounce, the Company would have recordedanase or decrease in revenues of
approximately $218,000. Due to the set price si@@&SR1, the effects of changes in the price ofl @ainnot be extrapolated on a linear basis.

ITEM 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

The Securities and Exchange Commission (the “SEEfines the term “disclosure controls and procesiui@mean a company’s controls
and other procedures that are designed to ensatrafbrmation required to be disclosed in the repthat it files or submits under the
Securities Exchange Act of 1934 (“Exchange Act’dsorded, processed, summarized and reportednvtfith time periods specified in the
SEC's rules and forms. The definition further stated tlisclosure controls and procedures include,omitfimitation, controls and procedul
designed to ensure that the information requirdaetdisclosed by a company in the reports thée# br submits under the Exchange Act is
accumulated and communicated to the company’s neaneugt, including its principal executive and prpadifinancial officers, or persons
performing similar functions, as appropriate, towltimely decisions regarding required disclos@er President and Chief Executive
Officer and our Chief Financial Officer, based bagit evaluation of our disclosure controls and pthoes as of September 30, 2006,
concluded that our disclosure controls and proasiutere effective for this purpose.

Changes in Internal Controls

During the fiscal quarter ended September 30, 20@8e was no change in our internal controls déwancial reporting (as defined in
Rule 13a-15(f) under the Exchange Act) that hasrely affected, or is reasonably likely to matdisi affect, our internal controls over
financial reporting.
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PART Il. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS
Not applicable

ITEM 1A. RISK FACTORS

Information regarding risk factors appears in I2ffMD&A — Forward-Looking Statements,” and variotisks faced by us are also discussed
elsewhere in Item 2 “MD&A” of this Quarterly Reparh Form 10-Q. In addition, risk factors are in@ddn Part I, Item 1A of our 2006
Annual Report on Form 10-K. There have been no riahighanges from the risk factors previously diseld in our 2006 Annual Report on
Form 10-K.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

Not applicable

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
Not applicable

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
Not applicable

ITEM 5. OTHER INFORMATION
Not applicable

ITEM 6. EXHIBITS
31.1Certification of the President and Chief Executdificer pursuant to Section 302 of the Sarb-Oxley Act of 2002
31.Z Certification of the Chief Financial Officer pursuao Section 302 of the Sarba-Oxley Act of 2002

32.1 Certification of the President and Chief Executdfficer pursuant to Section 906 of the SarbanesPARlct of 2002 (18 U.S.C.
1350).

32.Z Certification of the Chief Financial Officer pursutdo Section 906 of the Sarba-Oxley Act of 2002 (18 U.S.C. 135(

99.1Purchase Agreement dated as of October 20, 2008eer Royal Gold, Inc. and Nevada Star Resource.Gor the Gold Hill
royalty, including Exhibit B, Assignment and Minithgase with Option to Purchase, to the Purchaseexgent
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causeddiport to be signed on its behalf by
undersigned thereunto duly authorized.

ROYAL GOLD, INC.

Date: November 8, 20C By: /s/ Tony Jense

Tony Jensel
President and Chief Executive Offic

Date: November 8, 20C By: /s/ Stefan Wengt

Stefan Wenge
Chief Financial Officel
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31.1
31.2
32.1
32.2
99.1

EXHIBITS INDEX
Certification of the President and Chief Execut®déicer pursuant to Section 302 of the Sarb-Oxley Act of 2002
Certification of the Chief Financial Officer pursuao Section 302 of the Sarba-Oxley Act of 2002
Certification of the President and Chief Executéicer pursuant to Section 906 of the Sarb-Oxley Act of 2002 (18 U.S.C. 135(
Certification of the Chief Financial Officer pursuao Section 906 of the Sarba-Oxley Act of 2002 (18 U.S.C. 135(

Purchase Agreement dated as of October 20, 2@d@een Royal Gold, Inc. and Nevada Star Resouocp. @r the Gold Hill royalty,
including Exhibit B, Assignment and Mining LeasdwOption to Purchase, to the Purchase Agreer






EXHIBIT 31.1
I, Tony Jensen, certify that:
(1) I have reviewed this quarterly report on Forn-Q of Royal Gold, Inc.

(2) Based on my knowledge, this quarterly report dagsantain any untrue statement of a materialdactmit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading with respect
to the period covered by this quarterly rep

(3) Based on my knowledge, the financial statementso#tmet financial information included in this quety report fairly present in all
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the period presented in this
quarterly report

(4) The registrant’s other certifying officer and | assponsible for establishing and maintaining disaie controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e&15(f) and 15-a5(f), for the registrant and hay

(a) Designed such disclosure controls and procedureaused such disclosure controls and proceduties designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this quarterly report is lieprepared

(b) Designed such internal control over financial réipgr;, or caused such internal control over finah@gorting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimeiport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by théstgrly report based on such
evaluation; ant

(d) Disclosed in this quarterly report any change mrdgistrant’s internal control over financial rejpwg that occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an aimeaport) that has materially affected,
or is reasonably likely to materially affect, thegistran’'s internal control over financial reporting; &

(5) The registrant’s other certifying officer and | Meadisclosed, based on our most recent evaluafionieynal controls over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(@) All significant deficiencies and material weaknessethe design or operation of internal contralerdinancial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

(b) Any fraud, whether or not material, that involveammagement or other employees who have a significémin the registrant’interna
controls over financial reportin
November 8, 200

/sl Tony Jense
Tony Jensen
President and Chief Executive Officer







EXHIBIT 31.2
I, Stefan Wenger, certify that:
(1) I have reviewed this quarterly report on Forn-Q of Royal Gold, Inc.

(2) Based on my knowledge, this quarterly report da#santain any untrue statement of a materialfiactomits to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading with respect
to the period covered by this quarterly rep

(3) Based on my knowledge, the financial statementso#tmet financial information included in this quety report fairly present in all
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the period presented in this
annual report

(4) The registrant’s other certifying officer and | assponsible for establishing and maintaining disaie controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e&15(f) and 15-a5(f), for the registrant and hay

(a) Designed such disclosure controls and procedureaused such disclosure controls and proceduties designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this quarterly report is lieprepared

(b) Designed such internal control over financial réipgr;, or caused such internal control over finah@gorting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedongiusions about the effectiveness
of the disclosure controls and procedures, aseoéttd of the period covered by this quarterly repased on such evaluation; ¢

(d) Disclosed in this quarterly report any change mrgistrant’s internal controls over financialagg that occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an aimeaport) that has materially affected,
or is reasonably likely to materially affect, thegistran's internal control over financial reporting; &

(5) The registrant’s other certifying officer and | Meadisclosed, based on our most recent evaluafionieynal controls over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@s persons performing the equivalent
functions):

(a) All significant deficiencies and material weaknesiethe design or operation of internal contralsrdinancial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

(b) Any fraud, whether or not material, that involvearmagement or other employees who have a significéain the registrand’interna
controls over financial reportin
November 8, 200

/s/ Stefan Wenge
Stefan Wenger
Chief Financial Officer







EXHIBIT 32.1

In connection with the quarterly report on Fdr&iQ of Royal Gold, Inc. (the “Company”), for theriod ending September 30, 2006, as
filed with the Securities and Exchange Commissioithe date hereof (the “Reportl),Tony Jensen, President and Chief Executive &xf
of the Company, certify, pursuant to 18 U.S.C. Bect350, as adopted pursuant to Section 906 od#drbanes-Oxley Act of 2002 that, to
my knowledge

(1) the Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

(2) the information contained in the Report fairly pmets, in all material respects, the financial cbadiand result of operations of the
Company

November 8, 200

/sl Tony Jense
Tony Jensen
President and Chief Executive Officer







EXHIBIT 32.2

In connection with the quarterly report on FormQ®f Royal Gold, Inc. (the “Company”), for the padiending September 30, 2006, as filed
with the Securities and Exchange Commission ord#tte hereof (the “Report”), I, Stefan Wenger, Cliigfancial Officer of the Company,
certify, pursuant to 18 U.S.C. Section 1350, agp#stbpursuant to Section 906 of the Sarbanes-Oxbewf 2002 that, to my knowledge:

(1) the Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

(2) the information contained in the Report fairly mets, in all material respects, the financial ctadiand result of operations of the
Company

November 8, 200

/sl Stefan Wengg
Stefan Wenger
Chief Financial Officer







Exhibit 99.1

PURCHASE AGREEMENT

THIS PURCHASE AGREEMENT (Agreement”), dated as of October 20, 2006 (tiigffective Date” ), is between Royal Gold, Inc., a
Delaware corporation (Royal Gold "), and Nevada Star Resource Corp., a Nevada catipar(“ Nevada Star”).

RECITALS

A. Effective as of March 23, 1995, Nevada $tatered into a Mining Lease and Option to PurchédgeEverett L. Manley and Patricia J.
Manley, with respect to certain unpatented minilagnes in Nye County, Nevada. That Mining Lease @mdion to Purchase was amended by
documents dated September 26, 1997, July 20, 19®February 14, 2000. Copies of the original Minirggase and Option to Purchase and
those amendments are attached collectively hesexhibit A and shall be described herein as thahley Lease”.

B. Effective as of May 2, 2000, Nevada Stat #s affiliate company MSM Resource, L.L.C., a [Md& limited liability company (MSM
"), entered into an Assignment and Mining Leasén@ption to Purchase (the2000 Assignment) with Round Mountain Gold Corporation
(* RMGC "), pursuant to which Nevada Star assigned to RMBGf Nevada Star’s right, title and interestlire tManley Lease; and Nevada
Star and MSM leased to RMGC unpatented mining damned by them in Nye County, Nevada, reservingedvada Star and MSM a Net
Smelter Return production royalty (th&Rbyalty "), as described in the 2000 Assignment. A copthef2000 Assignment is attached hereto
as Exhibit B.

C. RMGC exercised the purchase option undeihnley Lease and now owns all claims describdgkimbit A to the Manley Lease,
subject to the Royalty.

D. MSM has conveyed to Nevada Star all of MSKight, title and interest in and to all of thepatented mining claims that were descri
on pages 5 and 6 of Exhibit B to the 2000 Assigrirasrbeing owned by MSM, including but not limitedMSM’s right to the Royalty in
those claims. Those claims, together with the wergatl mining claims described on pages 2 througfhExhibit B to the 2000 Assignment
being owned by Nevada Star, shall be describeéatolely herein as theClaims .

E. Nevada Star desires to sell and convefthins and the Royalty (collectively, the\§sets”)to Royal Gold, and Royal Gold desires to
purchase the Assets from Nevada Star, on the @nehgonditions hereinafter stated.

AGREEMENT

In consideration of the mutual covenants doethin this Agreement, and other valuable consitilem, the receipt and adequacy of which
hereby are acknowledged by the parties hereto, dde8sar and Royal Gold agree as follows:




ARTICLE |
PURCHASE AND SALE OF ASSETS

1.1 Purchase and Sale of Assefipon the terms and provisions of this Agreemanthe Closing, as defined in Section 1.4 belowydRo
Gold shall purchase and accept delivery from Nev&tda, and Nevada Star shall sell, convey, assignsfer and deliver to Royal Gold, all
Nevada Sté's right, title and interest in and to the Assstshject to all terms and conditions of the 2000igre®ment, except the Excluded
Liabilities, described in Section 1.2 below.

1.2 Excluded Liabilities Notwithstanding any provision hereof or any exhilereto, and regardless of any disclosure touerdlligence
by Royal Gold, Royal Gold is not assuming any ligbbr obligation of Nevada Star, whether knownumknown, actual or contingent, now-
existing or arising with notice or lapse of timadaxpressly disclaims, in whole and in part, theuanption of all such liabilities, obligations
or commitments that result from or arise under largach or violation of any obligation or represéintaor warranty of, or default in
performance by Nevada Star under, the Manley Leatiee 2000 Assignment Excluded Liabilities ).

1.3 Purchase Pricén exchange for the Assets, Royal Gold shalltea)evada Star at the Closing THREE MILLION SEVENNDRED
THOUSAND AND NO/100 U.S. DOLLARS ($3,700,000), les® cumulative total of all advance royalty payitsehat RMGC is entitled to
deduct from the Royalty pursuant to the 2000 Agsignt as of the Closing Date described in Sectidrb&low (the ‘Purchase Price”).

1.4 Closing Nevada Star and Royal Gold shall consummate ksé the transaction contemplated herei€l¢sing ”) at the Reno,
Nevada offices of Nevada counsel to Royal Goldis matter (or at such other place as the partegsmutually agree) at 10:00 a.m., lo
time, on or before thirty (30) days after the Effee Date (the ‘Closing Date”).

1.5 Documents to be Delivered at Closing diet £losing.
(a) At the Closing, Nevada Star shallwdglto Royal Gold the following:
(i) a Deed in the form of Exhibit C here!

(i) copies or originals of all reports and correspomegincluding materials included in electronic fgrim Nevada Star’'s possession
or control from RMGC to Nevada Star and from Nevatkar to RMGC relating in any way to the Claim® Royalty, the Manley
Lease or the 2000 Assignment, including but noitéthto information described in Section 3.1(e)beland
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(iii) copies of all geologic, sampling, assaying or otkehnical data relating to the Assets, and capiiesy title opinions or reports
regarding any of the Assets in Nevada's possession or contr

(b) At the Closing, Royal Gold shall deliveetPurchase Price to Nevada Star by transfer okiietely available funds to such account at
such location as Nevada Star may direct.

(c) Within five (5) business days after thegihg, Nevada Star shall send a notice to RGM@erfarm attached as Exhibit D hereto.

1.6 Passage of Title at Closingt the Closing, all right, title and interestidévada Star in and to all of the Assets, but nduiting the
Excluded Liabilities, will be vested in Royal Gokljbject to all terms and conditions of the 20Gfgasnent.

ARTICLE I

REPRESENTATIONS AND WARRANTIES OF NEVADA STAR AND
ROYAL GOLD

As of the Effective Date and the Closing D&teyada Star and Royal Gold represent and waroagdch other as follows:

2.1 Organizationlt is (a) a corporation duly organized, validikisting, and in good standing under the laws oSitste of incorporation,
as set forth in the introductory paragraph of igeement, and (b) is duly authorized to condudtiess and is in good standing under the
law of each jurisdiction where such qualificatisrréquired in connection with the performance tis&ection of an obligation hereunder.

2.2 _Authorization of Transactiont has the corporate power and authority to ebeeand deliver this Agreement and to perform its
obligations hereunder, and it has been duly authdrby all requisite corporate action to execugdiydr and fully perform hereunder. This
Agreement constitutes the valid and legally bindibgjgation upon it, enforceable in accordance wgherms. It need not give any notice to,
make any filing with, or obtain any authorizati@ensent or approval of any person or governmewgghey in order to consummate the
transactions contemplated by this Agreement.

2.3 BrokersFees It has no liability to pay any fees or commissido any broker, finder or agent with respect tthnsactions
contemplated by this Agreement for which the ofteaty could become liable or obligated.

2.4 Litigation. There is no claim, action, suit, proceeding oregamental investigation pending or, to its knowgedthreatened against or
involving it that questions the validity of this Agement or seeks to prohibit, enjoin, or otherwisallenge the transactions contemplated by
this Agreement.




ARTICLE 1l
ADDITIONAL REPRESENTATIONS, WARRANTIES AND COVENANT S

3.1 Of Nevada StarAs of the Effective Date and the Closing Dateyaia Star makes the following additional representa, warranties
and covenants to Royal Gold:

(a) DisclosureWithin ten (10) days after the Effective Date gmitbr to the Closing Date, it will have providedyal Gold with copies
of all information in its possession or controlatglg to the Assets.

(b) RMGC Credits against the Royal#ys of the Effective Date and the Closing Date, BMwas entitled under the 2000 Assignment
to credits against Royalty payments that otherwigald become due in the amount of THREE HUNDRED &EN'Y-FIVE THOUSAND
AND NO/100 U.S. DOLLARS ($375,000.00) for advanogalty payments. RMGC is not entitled to any otteefurther credits against the
Royalty under the 2000 Assignment or under anyraifyeeement or instrument.

(c) No RMGC or Nevada Star Defaultdevada Star has sent no notices of default to RMtr is Nevada Star aware of any acts or
omissions of RMGC that would constitute a matedtefault under the 2000 Assignment requiring a otitdefault to RMGC. Nevada Star
has received no notices of default from RMGC, sdiévada Star aware of any acts or omissionsthwttwould constitute a default under
the 2000 Assignment.

(d) Assist in Title Work and Curative Meges. Nevada Star shall assist and cooperate with Reghld in Royal Golds examination ¢
title to the Claims and the Royalty. Nevada Stallgfxecute such curative instruments that Roydtl @Gy reasonably request in order to
perform curative title work with respect to the i@ia, the Royalty, or both.

(e) Information Provided by RMG@Vithin ten (10) business days after the Effecihae and prior to the Closing Date, Nevada Star
shall make available for review and copying by Rdyald, or provide copies to Royal Gold, of allénfnation produced by Nevada Star and,
also, that information provided to Nevada Star BY@&C pursuant to the 2000 Assignment, includingrmittlimited to the following materia
pursuant to the following Sections of the 2000 gssient: annual reports, Section 9(f); real estate¢cords, Section 12; records provided
pursuant to inspections by Nevada Star, Sectioprifierty maintenance payments, Section 15; aeatés of insurance, Section 29(c); and
holding agreement or escrow instructions with dépdsieed, Section 30(c).

3.2 Of Royal Gold As of the Effective Date and the Closing Datey&@old makes the following additional represeioted, warranties
and covenants to Nevada Star: Royal Gold, as p#g due diligence investigation, retained a cdtasu, Enviroscientists, Inc.
(“Enviroscientists”), to conduct a physical inspentof the Claims and the mining claims that warbjsct to the Manley Lease.
Enviroscientists issued a memorandum report to




Royal Gold, dated September 18, 2006 (the “Repdi¥i}hin five (5) business days after the Effectivate, as consideration for the rights
granted to it by Nevada Star pursuant to this Agiexe, Royal Gold shall provide Nevada Star wittopycof the Report, at no cost to Nevada
Star; provided, however, that neither Royal Gold Boviroscientists shall make any representationgasranties to Nevada Star regarding
accuracy or completeness of same, and any usereli@nce upon the Report shall be at Nevada Ssaf&srisk and expense.

ARTICLE IV
CLOSING CONDITIONS

4.1 Conditions to Each ParyObligation. The respective obligations of the parties hereumade subject to the satisfaction, at or prior to
the Closing, of the following conditions:

(a) No temporary restraining order, prefiarly or permanent injunction or other order issbyedny court of competent jurisdiction or
other legal restraint or prohibition preventing temsummation of the transactions contemplatedrshall be in effect (each party agreeing
to use all reasonable efforts to have any suchraedersed or injunction lifted).

(b) No claim, action, litigation or procéeg shall be pending or threatened against Nevéatadd Royal Gold for the purpose of
enjoining or preventing the consummation of thaegections contemplated hereby or otherwise clairtiingthis Agreement or the
consummation of the transactions contemplated heasbillegal; provided, however, that the partgiagt which such matter is pending or
threatened shall use all reasonable efforts to veroo dismiss same, and the other party shall Heveption of waiving such matter as a
condition to Closing.

4.2 Conditions to Nevada S&Closing Obligation Nevada Stas obligation to close the transactions contemplagrdunder is subject
the satisfaction by Royal Gold, at or prior to @lesing, of the following conditions (unless waiviedvriting by Nevada Star):

(a) The representations and warrantiesogaRGold set forth herein are correct in all miafenespects as of the Closing, as though they
were made as of the Closing.

(b) Royal Gold shall have fully performettdacomplied in all material respects with covendmgieunder that are to be performed or
complied with by it at or prior to the Closing.

4.3 Conditions to Royal GOkl Closing Obligation Royal Gold’s obligation to close the transactionatemplated hereunder is subject to
the satisfaction by Nevada Star of, or Royal Gotidiisfaction with, at or prior to the Closing, flelowing conditions (unless waived in
writing by Royal Gold):

(a) The representations and warrantiesedada Star as set forth herein are correct in alerial respects as of the Closing as though
they were made as of the Closing.




(b) Nevada Star shall have fully performed aadhplied in all material respects with the coveaadrereunder that are to be performed or
complied with by it at or prior to the Closing.

(c) Royal Gold shall have satisfied itselfwiespect to the status of the titles to the Clantthe Royalty.

ARTICLE V
TERMINATION
5.1 Termination This Agreement may be terminated at any timerpgadhe Closing:
(a) by mutual written consent of Nevada Stat Royal Gold;

(b) by Nevada Star if any of the representestior warranties of Royal Gold herein are inaceuratany material respect and if such
inaccuracy cannot reasonably be expected to bel quier to the Closing;

(c) by Nevada Star if any obligation to befpened by Royal Gold hereunder has not been peddrim any material respect at or prior to
the time specified in this Agreement;

(d) by Royal Gold if any of the representasiam warranties of Nevada Star herein are inaceumany material respect and if such
inaccuracy cannot reasonably be expected to bel quier to the Closing;

(e) by Royal Gold if any obligation to be pmrhed by Nevada Star hereunder has not been pexfoimmany material respect at or prior to
the time specified in this Agreement;

(f) by either Nevada Star or Royal Gold if asfythe conditions in Section 4.1 have not beeisfead;
(g) by Nevada Star if any of the condition$Section 4.2 have not been satisfied; and
(h) by Royal Gold if any of the conditionsSction 4.3 have not been satisfied.

5.2 _Effect of Terminationlf validly terminated pursuant to Section 5.listAgreement will become null and void, and alltfier
obligations of the parties under this Agreement igiiminate, and there will be no liability or ojpition on the part of any party.

ARTICLE VI
MISCELLANEOUS
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6.1 Press Releases and Public Announcemeélggher party shall issue any press release &eraay public announcement relating to the
subject matter of this Agreement prior to the Gigsivithout the prior written approval of the otlparty; provided, however, that either party
may make any public disclosure that it believegdnd faith is required by applicable law or anyitig or trading agreement concerning its
publicly-traded securities (in which case the distig party will use its reasonable best effortaduise the other party prior to making the
disclosure as to the form, content and timing ahsdisclosure and will provide the other party dip@ortunity to make comment thereon).

6.2 No ThirdParty Beneficiaries This Agreement will not confer any rights or retigs upon any person other than the parties amd the
respective successors and permitted assigns.

6.3 Entire AgreemenfThis Agreement constitutes the entire agreenmoing the parties and supersedes any prior unddista
agreements or representations by or among theepawiritten or oral, to the extent that they retatéhe subject matter hereof.

6.4 Succession and Assignmefihis Agreement will be binding upon and inurdéhe benefit of the parties named herein and their
respective successors and assigns.

6.5 Notices All notices, requests, demands, claims and atbermunications hereunderotices”) must be in writing. Any party may
send any Notice to the intended recipient at thiresd set forth below using certified mail, natipneecognized express courier, personal
delivery or facsimile transmittal, and any suchib®will be deemed to have been duly given (a)el{8d days after being deposited in the

U.S. mail, postage prepaid, (b) the next businagsafter being deposited with a nationally recogdinvernight courier and upon confirming
delivery with such courier, and (c) when actuadiggived by an individual at the intended recipfacsimile number and acknowledged as

received.

If to Nevada Star Nevada Star Resource Co
P.O. Box 1089
Fall City, WA 98024
Attention: Robert Angrisano, President/CEO
Fax: (425) 22-0894

If to Royal Gold Royal Gold, Inc.
1660 Wynkoop Street

Suite 1000

Denver, CO 80202

Attention: President and CEO
Fax: (303) 59-9385

Any party may change the address to which Noticedabe delivered by giving the other party Noiit¢he manner set forth herein.
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6.6_Governing LawThis Agreement shall be governed by and constiuadcordance with the laws of the State of Newailaout giving
effect to any choice or conflict of law provisionmile that would cause the application of the lafvany jurisdiction other than the State of
Nevada.

6.7_Amendments and Waiverso amendment or waiver of any provision of thigréement will be valid unless it is in writing asigned
by each party to this Agreement.

6.8 Severability Any term or provision of this Agreement thatnsalid or unenforceable in any situation in anygdiction will not affect
the validity or enforceability of the remainingres and provisions hereof or the validity or enfaltméty of the offending term or provision in
any other situation or in any other jurisdiction.

6.9 ExpensesNevada Star and Royal Gold shall each bear its@sts and expenses (including but not limitelddgal fees and expenst
incurred in connection with this Agreement andtth@sactions contemplated hereby. Any transfeal@sstaxes arising by virtue of the sal
the Assets by Nevada Star to Royal Gold shall beéby Nevada Star.

6.10_ConstructionThe parties have participated jointly in the nég@mn and drafting of this Agreement. In the evan ambiguity or
guestion of intent or interpretation arises, thggdement will be construed as if drafted jointlythg parties, and no presumption or burden of
proof will arise favoring or disfavoring any patty virtue of the authorship of this Agreement.

6.11 Specific Performancé&ach party acknowledges and agrees that the péngrwould be damaged irreparably if any prowisid this
Agreement is not performed in accordance withpecgic terms or otherwise is breached. Accordintig obligations of the parties
hereunder will be specifically enforceable.

IN WITNESS WHEREOF, the parties hereto haveceked this Agreement to be effective as of the @legt above written.

Nevada Star Resource Corp. Royal Gold, Inc.
/s/ Robert Angrisan /sl Tony A. Jense
Robert Angrisant Tony A. Jensel
President/CEC President and CE




EXHIBIT B
to
Purchase Agreement dated as of October 20, 2006
between and among Nevada Star Resource Corp. arad old, Inc.

ASSIGNMENT
AND
MINING LEASE WITH OPTION TO PURCHASE

Assignment and Mining Lease with Option todhaise dated as of May 2, 2000, (“Effective Dabeween NEVADA STAR RESOURC
CORP., a Nevada corporation and MSM RESOURCE, L,.h.Nevada limited liability company whose addiiesE)735 Stone Avenue
North, Seattle, Washington 98133 (collectiv‘Nevada Star”) and ROUND MOUNTAIN GOLD CORPORATIOR Delaware corporation
whose address is P.O. Box 480, Round Mountain, 888045 (“RMGC") hereinafter referred to as thgféement”.

1. AssSIGNMENT AND AssUMPTION (&) Nevada Star hereby assigns, transfers, setsaodeconveys to RMGC, for the full remaining term
thereof with Nevada Star having no right of revamsor remainder or re-entry, all of its right,eitind interest in and to that certain Mining
Lease and Option to Purchase dated effective Bgaofh 23, 1995 by and between Everett L. ManleyRatlicia J. Manley, Lessors, and
Nevada Star Resource Corp., Lessee, a memorandwmaf was recorded as Document No. 375219 in tifiei@l Records of Nye County
Nevada on July 5, 1995, as amended by the letteeatent dated September 26, 1997, and further aaddndthe letter agreement da
July 20, 1999, and lastly amended by the Februér2Q00 revision (“Manley Lease”) including thedeathe option to purchase the Property
contained in the Manley Lease, and Nevada Staesast in all payments made to lessor/optionoretineder and (ii) the Property. Copies of
the Manley Lease and the amendments thereto achatt hereto as Exhibit A.

(b) RMGC hereby assumes for so long as thigdment and the Manley Lease continue in effecifdtie obligations of the
lessee/optionee under the Manley Lease accruingtaf Effective Date and shall indemnify and he&l/ada Star harmless from any liabi
resulting from RMGC's use or occupancy of the MinProperty or RMGC's default under the Manley Leabde this Agreement is in
effect.

(c) RMGC shall have the right in its sole dition to unilaterally renegotiate, renew or extendnodify in any way the Manley Lease
without any further consent from Nevada Star artthevit liability or obligation of any kind to Nevad&ar.

(d) RMGC shall have the right in its sole d&mon to exercise the option provided in the Mgrilease without any further consent from
Nevada Star and without liability or obligationaniy kind to Nevada Star except as otherwise exjgressforth in this Agreemen
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2. Lease AND TERM (a) Nevada Star leases to RMGC all of the propaescribed in Exhibit B, together with, except ag/ba expressly
provided in Exhibit B, all (i) tailings, dumps antine wastes on such property, (ii) surface righésements and rights of way incident or
appurtenant to such property, (iii) mining, mineaat water rights incident or appurtenant to sudpgrty, and (iv) improvements, fixtures,
personal property, mining machinery and tools azthquroperty that are or may be useful or converfi@mntnining, milling, and beneficiation
of ores and minerals and related uses (“NevadaC3téms”). For purposes of this Agreement the Mgrlease and the Property covered
thereby and the Nevada Star Claims may collectielgalled the Mining Property.

(b) This Agreement shall commence on the Hffedate and continue for an initial term of tezays.

(c) By giving Nevada Star notice of extendiointy days or more before the end of the thenantrterm, RMGC may extend this
Agreement (i) for a second term of ten years afdh@reatfter, if exploration, development or miiis then being conducted in connection
with the Mining Property, for additional successigans of ten years each.

3. ConsIDERATION (@) Promptly after RMGC's execution of this AgreeatnBMGC shall pay Nevada Star $40,000. Furtherided this
Agreement is in force and effect RMGC shall maleeftiilowing payments to Nevada Star:

Amount Payment Due Dat

$10,00C on the Istanniversary date of this Agreem

$25,00C on the 2ndanniversary date of this Agreem

$50,00C on the Idanniversary date of this Agreemt

$50,00C on the 4hanniversary date of this Agreem

$100,00( on the Ehanniversary date of this Agreement and annuallsetiféer while this Agreement is in effe

(b) In the event RMGC mines and exhaustdallare upon or in the Mining Property, but is regdito maintain this Agreement for
reclamation or monitoring purposes, the annual adeaoyalty payments set forth above shall ceadedRMGC shall pay to Nevada Star an
annual payment of $5,000 per year which paymerit Bhalue on or before the anniversary date hereof.

4. RovaALTy (a) RMGC shall pay Nevada Star a production royaltgne percent (1%) of Net Smelter Returns fooedls and minerals
mined or otherwise recovered from the Mining Propand thereafter sold by or for the account of RMi&fore or after processing, smelt
or refining when the Deemed Sales Price for goBiS0 per ounce or less and two percent (2%) ofSxetlter Returns when the Deemed
Sales Price of gold is more than $350 per ouncergkl Products”).
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(b) Net Smelter Returns shall mean:

(i) In the case of Mineral Products refirby or for the account of RMGC into gold or sile¢ a purity of at least .995 in the case of
gold and at least .999 in the case of silver (ctillely “Refined Precious Metals”) and whether ot transferred by RMGC to any Affiliate
prior to any such refining, the net number of tooynces of Refined Precious Metals delivered oriteddo the account of RMGC, its
Affiliates, or their order, as the case may begddenced by the metals return statements recéivedthe refinery, subject in each case to
final adjustments with the refinery, multiplied the Deemed Sales Price as defined below, lessetactions set forth in Section 4 (b)(v)
hereof.

(i) In the case of Mineral Products (uding refined metals) that are not Refined Pregibletals and which are sold and delivered by
RMGC or its Affiliates, the gross amount actuakgeived by RMGC or its Affiliates from the purchaf® the Mineral Products so sold less
the deductions set forth in Section 4 (b)(v) hereof

(iii) “Deemed Sales Price” means: In tase of gold, the average of the London PM fixiingd.S. Dollars for refined gold (as shown
in the column of the Wall Street Journal entitl€h%h Prices” under the sub-entry entitled “PrecMesals”) for each trading day during the
calendar month in which the final settlement daité the refinery falls, such date to be evidencedhe refinery metal return statements and,
for any subsequent adjustment’ for the calendartmonwhich such adjustment is made. In the casgldr, the average of the Handy &
Harmon base price for silver in U.S. Dollars (asvgh in the column of the Wall Street Journal eatitftCash Prices” under the sub-entry
entitled “Precious Metals”) for each trading dayidg the calendar month in which the final settlatgate with the refinery falls, such date
to be evidenced by the refinery metal return statemand, for any subsequent adjustment, for tlemdar month in which such adjustment is
made. If either of such fixings, or prices are aiilable for any reason for more than half ofttlaging days in the relevant month, or are
discontinued, the average of the daily calculapet EOMEX closing prices for such month shall bedus

(iv) RMGC and its Affiliates acknowledg®at one or more of them may from time to time utales forward sale and/or purchase
contracts, spot-deferred contracts, and optionraots and/or other price hedging and price praiacirangements and mechanisms and
speculative purchases and sales of forward, fummdsoption contracts, both on and off commaoditghexges in connection with some or all
of the Refined Precious Metals and other MineradBcts (“Trading Activities”). Such Trading Actilés, and any profits and losses
generated thereby, shall not, in any manner, bentako account in the calculation of royalties dlevada Star whether in connection with
the determination of price, the date of sale, erdhte any royalty payment is due. Nevada Staraeuiges that RMGC and its Affiliates’
engaging in Trading Activities may result in thegalizing from time to time fewer or more dollacs Refined Precious Metals or other
Mineral Products than is utilized in the royaltyazdation and Nevada Star hereby waives any claim
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for additional royalty should RMGC or its Affiliateat any time realize more dollars per troy ournrcetleer units of sale for Refined Precious
Metals or other Mineral Products than is utilizadhe royalty calculation. Similarly, RMGC waivesdaNevada Star shall not be obligated to
share in any losses generated by any such Traditigites with respect to Refined Precious Metalether Mineral Products.

(v) RMGC shall deduct from the calculatiof Net Smelter Returns as set forth in Sectidy) BAéreof, but only to the extent actually
incurred and borne by RMGC:

(1) charges and costs, if any, fansportation to places where Mineral Productsarelted, refined and sold; and

(2) charges, costs and penaltieenyf, for smelting and refining with respect to Miming Property and any ores, minerals or other
products extracted therefrom.

In the event smelting or refining are carried outacilities owned or controlled, in whole or infpdoy RMGC, charges, costs and penalties
with respect to such operations, including trantgam, shall mean reasonable charges, costs aralties for such operations but not in
excess of the amounts that RMGC would have incufreach operations were carried out at facilities owned or controlled by RMGC then
offering comparable custom services.

(c) RMGC may deduct from production royaltigkerwise due Nevada Star all advance royalty paysrieereunder, whenever made or
accrued, provided and except as provided belowpiavent shall the amount paid to Nevada Star patso the provisions of this Lease in
any lease year be less than the amount set foBkétion 3 hereof.

(d) Royalties shall be paid (i) for Refined€ious Metals on or before the 30th day afterdiseday of the calendar quarter in which the
final settlement date for such Refined Preciousalddfalls and (ii) for Mineral Products that ard Refined Precious Metals on or before the
30th day after the last day of the calendar quamteshich RMGC or its Affiliates actually receivpayment for such Mineral Products. Each
such payment shall be provisional and subject pastiient as of the end of the RMGC fiscal year.

(e) Within ninety days after the end of eadi@&C fiscal year, RMGC shall deliver to Nevada Starunaudited statement of royalties paid
Nevada Star during the year and the calculatioretifeAll yea-end statements shall be deemed true and correctaiths after presentatic
unless within that period Nevada Star deliversaeoto RMGC specifying with particularity the grosnfir each exception. Nevada Star shall
be entitled at Nevada Star's expense to an anndapendent audit of the statement by a certifiddipaccountant of recognized standing
acceptable to RMGC, but only if Nevada Star defveedemand for audit to RMGC within three monthergfresentation of the related year-
end statement.
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(f) For all purposes of this Agreement, “Affile” shall mean any person, partnership, jointwen) corporation or other form of enterprise
which directly or indirectly controls, or is conlled by, or is under common control with, a sigmatd-or purposes of the preceding sentence,
the word “control” shall mean possession, direotlyndirectly, of the power to direct or cause difen of management and policies through
ownership of voting securities, contract, votingstror otherwise.

5. Excrusive PossessioNRMGC shall have exclusive possession and quietyemgot of the Mining Property while this Agreemesiri
effect.

6. TITLE (a) Nevada Star represents that (i) it is the keksee of an undivided 100% interest in and tdtheley Lease covering those
certain unpatented mining claims and that certaisqnal property described in Exhibit A attachedkteeunder the Manley Lease; (ii) the
Manley Lease is valid and enforceable accordinitstterms and all obligations to be performed by&ba Star thereunder have been
reasonably performed; and (iii) Nevada Star hasatwe or knowledge of any act or omission whichldaesult in breach, termination,
abandonment, forfeiture, relinquishment of the tsgif Nevada Star in the Manley Lease before tlieoéthe term thereof.

(b) Nevada Star represents that: (i) it isxolusive possession of the Manley Lease and thvadieStar Claims; and (i) it owns the Min
Property, subject to the paramount title of thetebhiStates. Nevada Star warrants and shall defdtbtall of the Mining Property, except
any unpatented claims and sites, for which NevaddesSsole warranties are those contained in stiosec(c) and (d) hereof.

(c) Nevada Star represents that, to the et knowledge, the unpatented claims and sitelided in the Mining Property have been
properly located and monumented; location and aquired validation work have been properly perfatpiecation notices and certificates
have been properly recorded or filed; all filinggjuired to maintain the claims in good standingilgh December 30, 1999, including
evidence of location and assessment work, or thevalgnt thereof, under the Federal Land Policy Btashagement Act of 1976, 43 U.S.C. §
1744, and other applicable state, federal and lagahave been properly made; all assessment vegpkined to hold the claims has been
properly performed (or deferred or excused) throthghassessment year ending September 1, 199@ffaal/its of assessment work have
been properly and timely filed.

(d) Nevada Star warrants that the Mining Priypis free and clear of all liens and encumbrarxceated through or under Nevada Star,
including any lease, right or license, except taxasyet due and payable. Nevada Star at Nevads 8tgpense shall at RMGC's request take
all action necessary to cure any defect in or resraow cloud on title to the Mining Property, indlhugl participation in judicial proceedings
and recordation of any unrecorded documents. éf aivtice or demand Nevada Star fails to do so, RM@y take curative action in Nevada
Star’'s name and deduct its reasonable costs amhsep, including attorney’s fees, from amountsretise due Nevada Star.
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(e) Nevada Star shall not create, suffer lomahny such liens or encumbrances on the Minirap@rty unless expressly subordinated to
RMGC'’s rights hereunder. RMGC, at its option, mé&cHarge any such lien or encumbrance on the MiRitgerty or any interest therein,
acquire all the rights of the holder thereof, ardutt any amounts so paid from any amounts otherstie Nevada Star.

(f) Nevada Star shall provide RMGC with adital and information related to title to the MiniAgpperty and copies of all unrecorded
documents related thereto in Nevada Star's possessicontrol.

(g) Neither RMGC's execution of this Agreemerdr RMGC's failure to disapprove Nevada Statle tishall constitute an admission of or
estoppel as to the validity of Nevada Star’s title.

(h) When Nevada Star makes any representabdhe best of it knowledge” it means only thatafticer of Nevada Star knows of any
factual information inconsistent with such repreaagan.

7. LesserRINTEREST; ADVERSE ALAIMS (@) If Nevada Star should own less than the eptireership interest in the Mining Property (even
if a lesser interest is referred to herein), afitaés, royalties and other amounts payable to Ne&idr shall be paid only in proportion to
Nevada Sté's actual ownership. If the Mining Property or guest thereof should be subject to any royalty ¢erest in production other than
those expressly reserved to Nevada Star hereireatad by RMGC, RMGC may deduct all costs and esgit incurs by reason of such
royalty or interest from amounts otherwise due Nievatar.

(b) RMGC shall have no obligation to Nevadar$t protect or defend the title to the Mining Bty if any third person asserts any claim
to the Mining Property for any reason except RMGiaikire to perform obligations expressly requilgdthis Agreement.

(c) If any third person asserts any claimhi Mining Property or any part thereof, to any ttyyar interest in production or to any amot
payable by RMGC, RMGC may deposit any amounts atiserdue Nevada Star in escrow until the disputmély resolved. . RMGC may
deduct all costs and expenses, including attorrfey's and court costs, it incurs by reason of slaiim from such amounts otherwise due
Nevada Stal

8. OPERATING RIGHTS (a) Nevada Star grants RMGC unrestricted accegwetMining Property and the exclusive rights:

(i) to explore, develop and mine, anéxtract, remove, store and dispose of any andedl, aninerals, air, water, and other materials
from the Mining Property by means of undergroundurface mining operations or workings in or onlMiaing Property or other property
and to deposit on the Mining Property all such malkgwhether from the Mining Property or other peay;

-6-




(ii) to carry on crushing, screening,lmd, treatment, processing, beneficiating, smglamd refining operations on or in the Mining
Property or other property with respect to oresiarals and other materials from the Mining Propertgther property, including existing
tailings, wastes and dumps;

(i) to use any part of the Mining Praopefor stock piles, tailings, waste dumps and tepads and for any other purpose incident to
mining, milling, processing and other operationgtmMining Property or other property;

(iv) to erect or construct, use and nainbn the Mining Property such roads, impoundmeapipelines, power lines, facilities,
buildings, structures, machinery and equipmentM&R may require for the conduct of its operationgtee Mining Property or other

property;

(v) to continue to keep this Agreemengffect: and use the Mining Property for mining, millinggatment, processing, beneficiation,
smelting, refining or storage of ores, minerals atiter materials from other property with such csestituting the conduct of development
and mining operations for purposes of Sectioniljcind

(vi) to stockpile, inventory or sell otherwise dispose of ores, minerals and other n#sdr such forms, at such times and on such
terms as RMGC alone may determine.

(b) RMGC shall conduct its operations in adjaod workmanlike manner in substantial complianitk the generally accepted
understanding of applicable laws and regulatiorfsaas time to time existing in the mining industry.

9. ExPLORATION EXPENDITURES (@) On or before the first anniversary date of fkgseement, RMGC shall be obligated to expend a
minimum of $100,000 for an exploration program wigspect to the Mining Property (“Committed Expeurds”). If RMGC does not make
such Committed Expenditures in a timely mannem thighin thirty (30) days following the first anrévsary date of this Agreement, RMGC
shall pay Nevada Star the difference, between $166,000 and the amount actually expended.
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(b) In subsequent lease years while this Agegd remains in effect, RMGC only as a conditiom@intaining this Agreement in effect,
will make exploration expenditures (“Expendituresithe following amounts:

Exploration Expenditul Due Date

$100,00C on or before the "danniversary date

$125,00C on or before the ™anniversary date

$150,00C on or before the thanniversary date

$200,000 on or before the ®anniversary date and annually thereafter until RM@E expended

$1,000,000 for Exploration Expenditures on the MinProperty

(c) For purposes of this Agreement Expend#ifend Committed Expenditures) shall include albants paid or incurred by RMGC in
good faith, whether on or off the Mining Propeiityconnection with evaluation, exploration and depeent of the Property. The term shall
further include, but shall not be limited to, athaunts paid, incurred or accrued in good faith bgrobehalf of RMGC in connection with:

(i) acquisition of public and private permits andherizations required for operations in connectigtn the Property, including all costs to
acquire or make bonds and deposits to secure artairaisuch permits or authorizations and any barkposit amount forfeited under
circumstances beyond the control of RMGC; andgflipnnual maintenance fees or other paymentset®@thieau of Land Management
required to maintain the Mining Property in gooansting.

(d) If RMGC does not in any one or more catamgbars while this Agreement remains in effect endide relevant minimum Expenditure
specified for such year, then in order to contithie Agreement in effect, RMGC shall within thity0) days following the end of the relev
year pay to Nevada Star the difference between suicimum Expenditure and the amount actually expentf RMGC does not make su
payment in a timely manner this Agreement shathieate.

(e) Any Expenditures in excess of the minimmaquired for a particular calendar year shall beiead forward and credited to Expenditures
for one or more subsequent years,

(f) Within 90 days following the each annivamg of the Effective Date of this Agreement RMG@lsprovide an annual report to Nevada
Star summarizing the Expenditures for the preceltinge year and the work completed thereunder.

10. CoMMINGLING RMGC may commingle ores and minerals from the Mirfimoperty with other ores and minerals. Before
commingling, RMGC shall weigh (or calculate by vole), sample and assay such ores and mineralsandaree with sound mining and
metallurgical practices for moisture and payabletent. RMGC shall keep records of such determindtio one year after the end of the
RMGC fiscal year in which such determinations asdm
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11. INDEMNITY ; LIMITATIONS OF LIABILITY (a) RMGC shall keep the Mining Property free ohidor labor performed and materials
furnished for RMGC. RMGC shall hold Nevada Stamhlass from all liability to third persons causedRyGC'’s operations on the Mining
Property which result in injury to or death of pms or livestock or damage to personal propertiability for violation of applicable laws or
regulations.

(b) Within a reasonable time after terminatidnthis Agreement, RMGC shall begin and diligerglyrsue to completion any reclamation
then required by applicable laws, regulations aemiits by reason of RMGC'’s operations on NevadésStaal property. RMGC's liability
with respect to disturbance of Nevada Staroperty shall be limited to compliance with siels, regulations and permits. RMGC shall r
no obligation or responsibility for any wastes, gagytailings, residues or other conditions on Nevathr’'s property on the Effective Date or
after completion of such required reclamation.

(c) The payments and the performance of thigatipns in Section 9. Exploration Expendituresapressly required by this Agreement
in lieu of any obligation of RMGC, expreesimplied,to explore, develop or mine the Mining Propertyammake any other efforts or
expenditures in connection therewith.

(d) The obligations and limitations of liabylin this Section shall survive termination ofgliigreement.

12. T axes Nevada Star shall pay all taxes on the Mining Prigp&MGC shall reimburse Nevada Star upon presientaf paid tax bill¢
or other proof or payment for all real propertydsyon the Mining Property accruing while this Agnemt is in effect but taxes for periods in
which this Agreement begins and ends shall be dgipped. RMGC shall pay all taxes on RMGQiperations and on all personal property
fixtures placed on the Mining Property by RMGC. fskes shall be paid before delinquent, but neflagty shall be under any obligation to
pay any tax while contesting it in good faith. RMGRall have the right, but not the obligation, &y any taxes, delinquency charges, late
of penalties which could become a lien or encumt®am the Mining Property if Nevada Star fails tosth and except for taxes which Nev
Star is entitled for reimbursement from RMGC, toaeer amounts so paid from Nevada Star.

13. INsPECTION At reasonable times and with reasonable advandéeenat RMGC, Nevada Star may at Nevada Star’saigkexpense
(i) enter the Mining Property to make reasonab$p@ttions of RMGC'’s operations and (ii) inspecbrds necessary to substantiate RMGC's
performance of its obligations under this AgreemBMGC shall have no obligation to disclose to Niv&tar any interpretive data or
exploration concepts prepared or developed by RMGC.
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14. AMENDMENTS, RELOCATIONS , PATENTS AND OTHER FORMS OF TENURE (2) RMGC subject to the terms of the Manley Leabkall
have the right, but not the obligation, to (i) ltmaamend or relocate unpatented mining claimsithisites within the boundaries of the area
then constituting the Mining Property, (ii) locatry fractions resulting from such amendments arcagions, (iii) abandon any unpatented
mining claims for the purpose of locating mill sitend (iv) abandon any unpatented mill sites ferghrpose of locating mining claims. All
rights so acquired by RMGC shall be part, of thaikiy Property for all purposes of this Agreement.

(b) Upon at least thirty days advance noticBiévada Star and subject to the terms of the Mdrdase, RMGC shall have the right to
(i) exchange with or transfer to the United Statiésr any part of any unpatented mining or milesilaim constituting part of the Mining
Property for the purpose of acquiring rights to gheund covered thereby, and (ii) convert all oy part of the Mining Property into one or
more leases or other forms of mineral tenure puntsigeany federal law hereafter enacted. Any suchigd, lease or other form of tenure s
be part of the Mining Property for all purposesto$ Agreement. For the purpose of calculating potidn royalties, RMGC shall be entitled
to deduct from amounts received from sale of OnesMinerals any rentals, royalties or other consitlen payable to the United States with
respect to forms of tenure contemplated by thiseaton.

(c) At RMGC's request, Nevada Star at RMGXpense shall apply for mining or millsite patentsroning leases or other forms of
mineral tenure for any or all of the Mining Propert

(d) Upon termination of this Agreement (othiean by RMGC's exercise of the Option to PurchaR®&)GC shall deliver to Nevada Star a
deed in recordable form quitclaiming to Nevada &thof RMGC's interest in any part of the Miningdperty located, amended, relocated,
acquired or converted pursuant to this Sectionepkas provided in subsection (b), all expenses RNt@urs in connection with this Section
shall be for RMGC'’s account.

15. ANNUAL MAINTENANCE PAYMENTS AND AsSSESSMENTWORK (&) For the assessment years ending on noon oéi@bpt 1, 2000,
RMGC shall pay to the United States of America (pravide promptly evidence thereof to Nevada Stach rentals and other fees and
perform such additional acts and obligations aaray be required to maintain the Mining Propémtgood standing in compliance with all
applicable federal and state law including butlimited to the United States Interior and RelatagkAcies Appropriations Act of 1993. For
each assessment year thereafter in which this Aggeeis still in effect on June 1 of such year, RM&hall make such payments and perf
such assessment work or other acts and obligagi®ase then required to maintain such Mining Prtygargood standing in accordance with
then applicable law. RMGC agrees to make such paisrend perform such assessment work or otheaadtsbligations (and provide
promptly evidence thereof to Nevada Star) not Ititan 15 days prior to the last day permitted byflar the making of such payment or the
completion of such act or obligations. For eachr @WdGC performs assessment work or such otheraacts
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obligations or makes such payments, RMGC shallgreepnd file such affidavits, other documents ddexvce thereof as are required by state
and federal law to maintain the Mining Propertygood standing. RMGC shall provide copies of suatudrents to Nevada Star within
60 days following the filing with the Bureau of LdhManagement and with the Nye County Recorder.

(b) Subject to RMGC's rights under Section it&he Mining Law of 1872 should be amended orei@pd, RMGC at its expense shall use
its reasonable efforts to protect the rights oeriests of RMGC and Nevada Star in any unpatentathgnclaim then constituting part of the
Mining Property and to acquire pursuant to any fadaw hereafter enacted or otherwise obtain ftoenUnited States of America rights to
explore, develop and mine and otherwise use thengrgovered by each such claim. Any such righisterests with respect to the ground
covered by any such claim shall be part of the MirfProperty for all purposes of this Agreement. RM&hall pay all costs and expenses and
perform all obligations required to acquire andmain such rights and interests.

16. AvoibANcE ofF ForrelTure (a) Default by RMGC in performance of any obligat&rising hereunder shall not work a forfeiture or
termination of this Agreement, nor cause a forfeittiermination or reversion of the estate creatzeéby.

(b) If RMGC commits a default, Nevada Starllshige RMGC notice specifying the default with gaularity. Nevada Star’s sole remedy
shall be recovery of actual compensatory damagesiplerest at the judgment rate from the date RM&s@ives notice of default. If RMGC
by notice to Nevada Star disputes the existentleeoflefault, no interest shall accrue if RMGC, witthirty days after the default is finally
determined, initiates and diligently pursues to ptetion efforts to cure the default.

17. TERMINATION ; SURRENDER (&) RMGC may terminate this Agreement at any tiffiective on giving Nevada Star 30 days prior
written notice of termination and by thereafteridsling to Nevada Star a written instrument of teration in recordable form.

(b) RMGC may surrender any claim or any otbeat of the Mining Property at any time by givingWwhda Star notice of surrender in
recordable form. Claims or acreage so surrenddraltithereafter be excluded from the Mining Propéot all purposes of this Agreement.

(c) Upon termination or surrender, all rightsl obligations of the parties with respect todfiected claims or acreage shall
terminate,except for (i) RMGC's obligation to payalties for Mineral Products previously mined tlierwise removed and sold, (ii) any
rights or obligations which expressly survive tamation, including reclamation, and, (iii) any ottodaligation due and owing.
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18. ADDITIONAL AND AFTER-ACQUIRED RIGHTS If Nevada Star acquires any right or interest i Mining Property or within the
boundaries of the Mining Property while this Agrearhis in effect, (i) Nevada Star shall promptlytifyoRMGC, (i) such right or interest
shall automatically become part of the Mining Prtypéor all purposes of this Agreement and (iii)Wdea Star shall sign, acknowledge and
deliver to RMGC an amendment to this Agreementtarahy short form of this Agreement so as to ineladch right or interest as part of the
Mining Property.

19. RemovaL ofF ProrPERTY RMGC shall have the right, but not the obligatitmyemove, at any time or times within one yeagraft
termination of this Agreement, from Nevada Stagal property all fixtures and personal propertgluding ores, minerals, tailings, dumps
and wastes, and improvements which RMGC has erectpldced thereon, except mine supports in pldegada Star shall not be respons
for any such property of RMGC. RMGC may post watehron the Mining Property during such period.

20. DaTA (a) Upon execution of this Agreement, Nevada SiaH snake available to RMGC for copying and genasa all hydrological,
geological, geophysical and engineering data anasiriags of drill holes, cuttings and cores, ganamea other logging results, assay,
sampling and similar data concerning the MiningpRrty in Nevada Star’s possession or control. Na\&idr shall have no liability for any
use of or reliance thereon by RMGC.

(b) Upon request by Nevada Star made withity slays after termination of this Agreement ottiem by RMGC'’s exercise of the option
to purchase, RMGC shall deliver to Nevada Starpy @@ summary of all assay results and drill holgsland a copy of all drill hole location
maps (but excluding interpretations or evaluatiteseof) which RMGC has obtained or prepared &saltr of work on the Mining Property
under this Agreement. RMGC shall have no liabildyany use of or reliance thereon by Nevada Star.

21. MeTtHoD oF PAYMENT All payments due Nevada Star shall be deemed reddiy Nevada Star if paid &®735 STONE AVE.
NORTH SEATTLE, WA, 98133 RMGC shall not be liable for the ultimate distrilout to Nevada Star or Nevada Sgasuccessors or assi¢
of payments so made by RMGC.

22. RcGHTs-oF-WAY While this Agreement is in effect, RMGC shall hanan-exclusive rights-of-way upon, over, into antbtigh the
Mining Property and other property now or hereafiened, leased or otherwise controlled by Nevada @t any of them) in the vicinity of
the Mining Property to construct, improve and maimsuch pipe lines, communication lines, electicaver or transmission lines, roads,
railroads, tramways, flumes, tunnels, drifts arfteofacilities as may be necessary or convenigriRFMGC'’s operations under this
Agreement.
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23. Force MAJEURE (@) If RMGC shall be prevented by Force Majeurerfiiimely performance of any obligations arising enthis
Agreement other than payment of money, the fasinal be excused and the period for performanck lsh@&xtended for a period equal to
duration of Force Majeure. RMGC shall promptly gNevada Star notice of commencement and terminafiéiorce Majeure. RMGC shall
use reasonable diligence to remove Force Majeurshall not be required against its will to instlegal proceedings, adjust any labor
dispute or challenge the validity of any law, regidn, action or inaction of government.

(b) “Force Majeure” includes any cause beyBMIGC's reasonable control, whether or not foreskeahcluding but not limited to law,
regulation, action or inaction of government; iiépto obtain on terms acceptable to RMGC any publ private license, permit or
authorization which may be required for operatimnsonnection with the Mining Property or other peaty, including removal and disposal
of waters, wastes and tailings and reclamationketaand other conditions rendering the prospectexploitation of the Mining Property
unprofitable or uneconomic; mining casualty; dameger destruction of mine or mill plant or fagjijtfire; explosion; inclement weather;
flood; civil commotion; labor dispute; inability tmbtain workmen or material; delay in transportatiand acts of God.

24. ARBITRATION Any disagreement or dispute arising out of thisdeear the Deed, their existence, interpretatiorfop@ance or
enforcement not resolved by the disputing partigkinvsixty days from the date on which any pantjifies one or more of the others of any
such disagreement or dispute shall be decidedyfibglarbitration before three arbitrators in ReNeyvada under the Commercial Arbitration
Rules of the American Arbitration Association thereffect. Such notice shall appoint one arbitratiithin ten days of the receipt of such
notice, the other party shall appoint a secondrator and the two arbitrators so named shall witeh days of the appointment of the second,
appoint the third. If the two arbitrators appointathnot agree upon the third arbitrator within stegchdays, either party may with notice to
other request the Chief Judge of the United Staistsict Court of the District including Reno, Nela acting in his individual capacity, to
designate the third arbitrator. Each arbitratotldfe@an individual qualified by training or expenice in the subject matter under dispute. No
discovery shall be available. Each party shall lifisaswn costs in the arbitration. Each arbitrafoagty shall bear the costs of the arbitrator
appointed by such party and the costs of the tnibitrator shall be borne equally by each of thetaating parties. The arbitrators shall enter
their award within 45 days following the appointrhehthe third arbitrator. The award shall be bimglon each of the arbitrating parties and
its Affiliates and may be enforced in any courtingyjurisdiction over the person or property of gagrson against whom enforcement of the
award is sought.

25. NoTices All notices and other communications to either ypahall be in writing and delivered personally ensby prepaid mail,
Telex, telecopier or other means providing for igcef the communication in written form. All notéis of default or arbitration and demands
for performance or assurance, if delivered perdpt@alRMGC, shall be delivered to RMGC'’s
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Land Administrator and, if mailed to either pashall be sent by certified or registered mail, netieceipt requested. Any notice of
termination shall be effective if given orally tegsor and promptly confirmed by RMGC in writing.tides sent by ordinary mail shall be
effective five days after the date of mailing. et sent by certified or registered mail shall fiecéve on the next business day after the
of actual delivery. Until a change of address igjisen, notices shall be addressed to RMGC and de@ar, respectively:

Round Mountain Gold Corporation
P.O. Box 480

Round Mountain, Nevada 89045
Attn:

Nevada Star Resource Corp.
10735 Stone Avenue North
Seattle, Washington 98133
Attn: Monte Moore, President

26. CounTERPARTS This Agreement may be executed in more than onetequart.

27. $iorT FormM RMGC and Nevada Star shall sign and acknowleddmsd form of this Agreement to give notice heramthird
persons. RMGC may record the short form or thiseggrent, or both.

28. TRANSFER Except as otherwise expressly provided in this Agrent, any party may from time to time transfeeii@sts in this
Agreement or in the Mining Property. The transfesioall give, as soon as reasonably practical, attiereof to the other party, including the
names and addresses of the transferees, a copy dbtument of transfer and the recording datarigrdocument relating to the transfer.

29. INsurance RMGC shall comply with all state and federal sosidurity and unemployment insurance laws. Beforereencing wor
on the Mining Property, RMGC shall be qualified enthe Workmen’s Compensation Law of the state @/liee Mining Property is located.

(b) RMGC shall provide and keep in force astethe following minimum insurance coverage, naniNievada Star as an additional
insured:

(i) Statutory Workmen’s Compensation iagiuce for all RMGC’s employees covering all claififtesd under the Workmen's
Compensation Law of the state in which the Minimggerty is located,;
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(i) Employer’s Liability Insurance with limit of liability of not less than $1,000,000;

(iif) Comprehensive General Liability tmance with a limit of liability of not less thari 00,000, combined single limit, per
occurrence and annual aggregate, for bodily infumy property damage. Such insurance shall alsodadCompleted Operations and Broad
Form Blanket Contractual Liability coverage insgriNevada Star and RMGC against liability for alliols, loss or damage arising from any
cause whatsoever out of Work performed under thisedment by RMGC.

(iv) Comprehensive Automobile Liabilitgydurance covering all vehicles, hired, owned andawned, with a limit of liability of not
less than $1,000,000 combined single limit per aence for bodily injury and property damage;

(c) Certificates evidencing such insurancdl $leadelivered to Nevada Star prior to commencdmémwork. Each such certificate shall
include a provision that Nevada Star shall be givetless than 60 days’ prior written notice byisegred mail of any cancellation or
reduction of coverage.

30. OpTIoN To PuRcHASE (a) Promptly after RMGC'’s execution of this AgreetgeRMGC shall pay Nevada Star $100 as the entide a
separate consideration for the Option.

(b) Nevada Star hereby grants to RMGC theusket and irrevocable option to purchase the Miringperty (“Option”) while this
Agreement is in effect for a total purchase prit810,000,000 less (i) the total amount of rentedd royalties paid by RMGC hereunder and
(i) all sums which RMGC has deducted from amounkerwise due Nevada Star hereunder as of thetigfedate of the purchase. Payment
of the purchase price is subject to the provismfiSection 7.

(c) Within ten days after the Effective Datevada Star and RMGC shall execute with a disisteteperson selected by RMGC
(“Depository”) a holding agreement or escrow instians in customary form and Nevada Star shall,sagknowledge and deposit with the
Depository a deed to the Mining Property in therfattached as Exhibit C to be held by the Depositor

(d) RMGC may exercise the Option at any tinteélevthis Agreement is in effect by giving NevadarShotice of its election to do so
specifying the effective date of the purchase angddying to the Depository the purchase price. ligneffective date of the purchase, this
Agreement shall terminate, except with respectatynment of the purchase price and the represensadiod warranties of Nevada Star
contained herein, and all the other rights andgalbibns of the parties shall be governed by thel.dee
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(e) On the effective date of the purchase,raghts-of-way then used by RMGC on other propeftilevada Star pursuant to Section 22
shall become irrevocable easements and Nevadal&tthiat RMGC's request deliver to RMGC an instratria recordable form
quit-claiming to RMGC such easements.

(f) Title to the Mining Property acquired byezcise of the Option must vest in RMGC, if at alithin twenty years following the death of
the last surviving descendant of Elizabeth I, Quekthe United Kingdom, who is alive on the EffeetDate.

31. ENTIRE AGREEMENT; INTERPRETATION This Agreement contains the entire agreement op#nges. There are no other conditions,
agreements, representations, warranties or unddisgs, express or implied. The division of thisrégment into sections and the use of
captions are solely for convenience and shall Batded in its interpretation.

32. ErecT (@) All covenants, conditions and terms of this @égmnent shall be of benefit to, and shall run vitie, Mining Property and
shall bind and inure to the benefit of the paréiad their respective successors and assigns.

(b) This Agreement has been negotiated betweeparties at arm’s length. The sole relatiorsbhigtween the parties are those of
lessor/lessee and optionor/optionee Nothing inAlgiseement shall be construed to create betweepaties, expressly doy implication,any
partnership, joint enterprise, relationship of traisd confidence or other special relationshipgror relationship of master and servant or
principal and agent, or the like.

(c) The implied obligations of good faith afait dealing shall not be applied or construed stogrevent any party from claiming or
enforcing any right, benefit, remedy, excuse oithtion of liability provided by this Agreement.

Round Mountain Gold Corporatic Nevada Star Resource Co
By: /s/ Steve C. Muelle By: /s/ Monty D. Moore
Title: General Manage Title: Presiden

Print Name: Steve C. Muell Print Name: Monty D. Moot

MSM Resource, L.L.C

By: /s/ Jim Sander

Title: AGENT/Principal
Print Name: Jim Sande
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STATE OF Nevad: )

) ss.
COUNTY OF Nye )

On 5-2, 2000, before me, Denise Carver, a dofgmissioned Notary Public for said State, perbpappeared, Steve C. Mueller,
personally known to me to be the General Manag&aonfnd Mountain Gold Corporation, a Delaware coafion, and personally known to
me to be the person who executed the within instntrand on said oath stated that he was authaigzeéd so on behalf of said corporation.

IN WITNESS WHEREOF, | have signed my name affiked my official seal.

Notary Public in and for said Ste

{ y DENISE CARVER Residing at: Round Mounta
| AL e

{ N{e%gunqr.e:la-.-.:da /sl Denise Carve

] BE-2056-14

i

-

My Commission Expires: Aug. 22, 20!

STATE OF Washingto )
) ss.
COUNTY OF King )

On 4/20, 2000, before me, J. Scott Nicholsdnlg commissioned Notary Public for said Statespeally appeared, Monty D. Moore,
personally known to me to be the President of Nav&t@r Resource Corp., a Nevada corporation, arstpally known to me to be the per
who executed the within instrument and on said etdted that he was authorized to do so on behatiid corporation.

IN WITNESS WHEREOF, | have signed my name affiked my official seal.

‘ﬂ-{%";‘;;&?u,, Notary Public in and for said Ste
- e 10 o, _—
s :HQ-D.-"T, "‘r_*.,f’d"'a % Residing at: Seattle
- .2 ".- = "l-
z ‘HE&?.@T ey /sl J. Scott Nicholson
IO —pod—

My Commission Expires: 11/13/01

l"".. " .1-|,I-
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STATE OF Washingto )

) ss.
COUNTY OF King )

On 4/20, 2000, before me, J. Scott Nicholsodyly commissioned Notary Public for said Stagrspnally appeared, Jim Sanders,
personally known to me to be the Agent / PrincgfdlISM Resource, L.L.C., a Nevada limited liabildtgmpany, and personally known to
me to be the person who executed the within instntrand on said oath stated that he was authaigzeéd so on behalf of said corporation.

IN WITNESS WHEREOF, | have signed my name affiked my official seal.

.‘.1,| Whinpy '

2 Notary Public i df id Ste
-“‘B"ﬁ ﬂ? o, otary Public in and for sai
S .-ﬂ'{ﬂ"’ f:.i"o'-. Residing at: Seattle

- 4

-7 ﬁﬂT F R

/sl J. Scott Nicholson

My Commission Expires: 11/13/01
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Exhibit A
Manley Lease

The Manley Lease is comprised of the following diésel documents:

» Mining Lease and Option to Purchase between Bver&lanley and Patricia J. Manley and Nevada &®@source Corp. dated effective as
of March 23, 199!

* Memorandum of Mining Lease and Option to Purclimteseen Everett L. Manley and Patricia J. Manley Blevada Star Resource Corp.
dated effective as of March 23, 1995 and recordedaument No. 375219 in the Official Records oENgounty, Nevad:

» Letter Amendment dated September 26, 1!
» Letter Amendment dated July 20, 1999; :
» Mining Lease and Option to Purchase Revision datdmtuary 14, 200(
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