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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 March 31, 2007

Commission File Number 001-13357

/P 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 Telephdamber)

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

Indicate by check mark whether the Registrant éE)filed all reports required to be filed by Seeti3 or 15 (d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsiech shorter period that the Registrant was reduadile such reports), and (2) has been
subject to such filing requirements for the pastfgs. Yesd No [

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] Non-accelerated fildrd

Indicate by check mark whether the Registrantsbell company (as defined in Rule 12b-2 of the Bxge Act). Yedd No™

Indicate the number of shares outstanding of e&tiedssuer’s classes of common stock, as ofdtest practical date: 28,609,981 shares of
the Company’s Common Stock, par value $0.01 peeskeere outstanding as of May 3, 2007.
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ROYAL GOLD, INC.
Consolidated Balance Sheets

Current assel
Cash and equivalen
Royalty receivable
Income taxes receivab
Deferred tax asse
Prepaid expenses and otl

Total current asse

Royalty interests in mineral properties, net (Natend 3)
Inventory— restricted (Note 11 and 1

Restricted cas— compensating balance (Note

Available for sale securities (Note

Deferred tax asse

Note receivabl~ Battle Mountain Gold Exploration (Note 1
Other asset

Total asset

Current liabilities
Accounts payabl
Income taxes payab
Dividend payabl¢
Accrued compensatic
Other

Total current liabilities

Deferred tax liabilities

Revolving credit facility payable (Note
Note payable (Note ¢

Other lon¢-term liabilities

Total Liabilities

Commitments and contingencies (Note
Minority interest in subsidiary (Note 11 and :
Stockholder equity

Common stock, $.01 par value, authorized 40,000sb@0es; and issued 24,429,141 and 23,816,6

shares, respective
Additional paic-in capital
Accumulated other comprehensive inca
Accumulated earnings (defic
Treasury stock, at cost (229,224 sha
Total stockholder equity

Total liabilities and stockholde’ equity

March 31,

2007 June 30

(Unaudited) 2006
$ 19,167,66 $ 78,449,38
8,223,14. 5,962,05:
762,80: —
79,94« 131,62:
221,75( 155,90¢
28,455,31 84,698,96
217,251,64 84,589,56
10,490,33 —
15,750,000 —
1,756,13 1,988,44.
1,035,90° 495,01¢
13,927,23 —
1,681,12i 487,82t
$290,347,69 $172,259,82
$ 3,707,360 $ 1,075,64.
— 334,76°
1,579,45! 1,300,62.
187,50( 375,00(
226,50: 237,48.
5,700,81I 3,323,511
6,382,10: 7,178,90
60,000,00 —
15,750,00 —
77,94¢ 97,74¢
87,910,86 10,600,17
10,571,43 —
244.29: 238,16!
187,239,97 166,459,67
303,95( 498,46:
5,174,04 (4,439,77)
(1,096,87) (1,096,87)
191,865,38  161,659,64
$290,347,69 $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)

Royalty revenue

Costs and expens
Costs of operation
General and administratiy
Exploration and business developm
Depreciation, depletion and amortizati

Total costs and expens
Operating incom:

Interest and other incon
Interest and other expen

Income before income tax
Current tax expens

Deferred tax benef
Minority interest in income of consolidated subaigi (Note 12|

Net income

Adjustments to comprehensive inco
Unrealized change in market value of availablestde securities, net of t:

Comprehensive incorr
Basic earnings per she

Basic weighted average shares outstan

Diluted earnings per sha

Diluted weighted average shares outstan

For The Three Months Ends

March 31, March 31,
2007 2006
$11,208,55 $ 5,760,75!

711,76 475,68
1,565,29I 1,325,57.
679,22¢ 1,210,45.
2,561,55: 1,006,46
5,517,84. 4,018,17.
5,690,71! 1,742,57
457,37( 815,69:
(670,180 (61,537
5,477,89! 2,496,73:
(1,891,04) (976,68))
205,27! 299,08t
(353,519 —

$ 3,438,61! $ 1,819,13!
(83,079 576,11«

$ 3,355,54! $ 2,395,25:
$ 0.14 $ 0.0€
24,042,23 23,522,53
$ 0.14 $ 0.0€
24,264,25 23,810,69

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

(Unaudited)

Royalty revenue

Costs and expens
Costs of operation
General and administratiy
Exploration and business developm
Depreciation, depletion, and amortizat

Total costs and expens
Operating incom:

Interest and other incon
Interest and other expen

Income before income tax
Current tax expens
Deferred tax benef

Minority interest in income of consolidated subaigi (Note 12|
Net income

Adjustments to comprehensive inco
Unrealized change in market value of availablestde securities, net of t:

Comprehensive incorr
Basic earnings per she

Basic weighted average shares outstan

Diluted earnings per sha

Diluted weighted average shares outstan

For The Nine Months Ende

March 31, March 31,
2007 2006
$33,992,48 $20,163,67

2,279,89: 1,582,88!
4,231,21 3,933,07
1,570,40I 2,671,70:;
5,750,41. 2,934,93i
13,831,922 11,122,60
20,160,56 9,041,07.
2,382,92 2,269,34
(801,88) (116,31}
21,741,61 11,194,10
(7,811,11) (4,331,40)
1,167,17 921,16¢
(1,063,27) —
$14,034,40 $ 7,783,86!
(194,51 801,26¢
$13,839,89 $ 8,585,13.
$ 0.5¢ $ 0.34
23,653,94 22,635,44
$ 0.5¢ $ 0.34
23,889,93 22,909,47

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

Consolidated Statement of Stockholders’ Equitytfigr Nine Months Ended March 31, 2007

Common Share

(Unaudited)

Accumulated Oth¢

Total
Treasury Stocl Stockholder’
Shares Amount Equity

229,22:  $(1,096,87) $161,659,64

18,500,98
463,77+

96,91«

1,724,75:

13,839,89
(4,420,58)

Shares
Balance at June 30, 20 23,816,64
Issuance of common stock f
Peflasquito royalty acquisition (Note 577,43:
Exercise of stock optior 27,56
Vesting of restricted stoc 7,50(
Tax benefit of stock-based compensation
exercises
Recognition of noreash compensation expe!
for stocl-based compensation (Note
Net income and comprehensive income for
nine months ende
Dividends declare
Balance at March 31, 20( 24,429,14

229,22:  $(1,096,87) $191,865,38

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 activitie
Net income
Adjustments to reconcile net income to net caskigenl by operating activitie:
Depreciation, depletion and amortizati
Deferred tax benef
Non-cash employee stock option compensation exp
Tax benefit of stoc-based compensation exerci:

Changes in assets and liabiliti
Royalty receivable
Prepaid expenses and other as
Accounts payabl
Income taxes (receivable) paya
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 proges
Note receivabl- Battle Mountain Gold Exploratio
Restricted cas— compensating balant
Purchase of available for sale securi

Net cash used in investing activit|

Cash flows from financing activitie
Tax benefit of stoc-based compensation exerci:
Debt issuance cos
Revolving credit facility payabl
Note payable
Dividends paic
Net proceeds from issuance of common s

Net cash provided by financing activiti
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:

Interest

Non-cash financing activities
Acquisition of royalty interest in mineral prope

For The Nine Months Ende

March 31, March 31,

2007 2006
$ 14,034,40 $ 7,783,86!
5,750,41. 2,934,93i
(1,167,17) (921,169
1,724,75. 2,008,58:
(96,912 (890,69
(2,261,09) 1,871,63:
(645,06)) (239,87)
2,646,33. 1,277,70!
(1,000,65) 704,59°
(198,48)) (15,829
(19,800 (19,800
18,766,72 _ 14,493,96
(268,27¢) (9,616
(119,735,72)  (39,039,03)
(13,927,23) —
(15,750,00) —
(81,049 (204,71%)
(149,762,28)  (39,253,36)
96,91« 890,69!
(460,86!) (81,857
60,000,00 —
15,750,00 —
(4,141,74)  (3,509,88)
469,54¢ 58,530,34
71,713,84 55,829,30
(59,281,71) 31,069,89
78,449,38 48,840,37
$ 19,167,66 $79,910,27
$ 8,811,771 $ 3,642,21.
$ 510,68 $ —
$ 18,49521 $ =

The accompanying notes are an integral part obthessolidated financial statements
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudit ed)

1. OPERATIONS, SUMMARY OF SIGNIFICANT ACCOUNTING P OLICIES AND RECENTLY ISSUED ACCOUNTING
PRONOUNCEMENTS

Operations

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

We seek to acquire existing royalties or to finapogects that are in production or near produciinexchange 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. Subsi#iptall of our revenues are and will be
expected to be derived from royalty interests. \Wadt conduct mining operations at this time.

Summary of Significant Accounting Policies

The accompanying unaudited consolidated finanta#éments 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 necessarg fair statement have been included in
this Form 10-Q. Operating results for the nine rher@nded March 31, 2007, are not necessarily itidéicaf the results that may be expected
for the fiscal year ending June 30, 2007. Certaior period amounts have been reclassified to aomfio the current period presentation.
These interim unaudited financial statements shbalcead in conjunction with the Company’s AnnuapBrt on Form 10-K for the fiscal
year ended June 30, 20(

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., 108 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 measerg of tax positions 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 imgpéaty, 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@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 @ wetransfer a liability between market participain the market in which the reporting en
transacts. In this standard, the FASB clarifiespgheciple that fair value should be based on ®mimptions market participants would use
when pricing the asset or liability. The provisiafsStatement No. 157 are effective for our fisgedr beginning

6
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudit ed)

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 Yiastatements when Quantifying Misstatements imédaitY ear Financial Statements.”
SAB 108 was issued in order to eliminate the ditgis practices surrounding how public companieamtify and evaluate the materiality of
financial statement misstatements. SAB 108 providasonce a current year misstatement has beenifigd, the guidance in Staff
Accounting Bulletin No. 99Financial Statements — Materialitfyshould be applied to determine whether the niistant is material and
should result in an adjustment to the financialesteents. SAB 108 is effective for the first fisgalhr ending after November 15, 2006. The
Company elected early application of SAB 108 duitaghird quarter ending March 31, 2007. PleageNete 12 for the effect of the
Company’s early application of SAB 108.

In February 2007, the FASB issued Statement No, ‘158e Fair Value Option for Financial Assets and Fingl Liabilities” , which allows
entities to choose to measure many financial insgnts and certain other items at fair value. StaterNo. 159 is effective as of the
beginning of an entity’s first fiscal year that lregafter November 15, 2007. The Company is evigadhe impact, if any, the adoption of
Statement No. 159 could have on our financial statds.

2. ROYALTY ACQUISITIONS
Pefasquito

On January 23, 2007, we acquired a 2.0% net snreliemn (“NSR”) royalty interest on the Pefiasquitoject located in the State of
Zacatecas, Mexico, from Kennecott Exploration Conypa Delaware corporation, and Minera Kennecdit 8e C.V., a company
incorporated under the laws of Mexico for $80 ruiilin cash and 577,434 shares of our common stlekalso obtained the right to acquire
any or all of a group of NSR royalties ranging fr@rmfi% to 2.0% on various other concessions in @ngesregion. On April 27, 2007, we
notified Kennecott Exploration Company of our irtten to acquire the royalties on certain of theseoessions. No additional consideration
was paid upon notification. Our right to acquire temaining royalties expired on May 1, 2007.

The Pefiasquito project is composed of two main siepoalled Pefiasco and Chile Colorado and is uhelezlopment by a subsidiary of
Goldcorp Inc. (“Goldcorp”). The Pefasquito projaosts one of the world’s largest silver, gold amat zeserves while also containing large
lead reserves. The Pefasquito project is not cilyrienproduction and the feasibility study condeatffor it anticipates initial mine start-up in
late calendar 2008 with full production being restin calendar 2012.

The Pefiasquito royalty acquisition was accounte@$a purchase of assets. As such, the total aseqtrice of $99.1 million, which
consisted of $80 million in cash, 577,434 sharesunfcommon stock (valued at $18,500,985) and aqupittely $640,000 of transaction
costs, is recorded as a componeriRoyalty interests in mineral propertigsthe consolidated balance sheets. As of Marcl28Q7, we have
allocated $95.4 million as a development stageltpyeterest and $3.7 million as an exploratiorgstaoyalty interest. The purchase price
allocation is preliminary and will be realculated by Royal Gold upon further evaluationhaf other royalties acquired and pending the se
of updated reserve data by the operator.

Pascua-Lama

On March 9, 2007, Royal Gold’s wholly-owned subaigli Royal Gold Chile Limitada, a Chilean limitedHility company (“RGCL"),
acquired an NSR sliding-scale royalty on gold whigHerived from certain mineral concessions atthscua-Lama project located in Chile
for $20.5 million. Barrick Gold
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudit ed)

Corporation (“Barrick”) owns the Pascua-Lama prgjaad is targeting production to commence in a#deryear 2010. The acquisition also
includes an NSR royalty on copper from reserveatkxtin Chile sold after January 1, 2017.

The NSR slidingscale royalty ranges from 0.16%, when the averageterly gold price is $325 per ounce or less,.08%, when the avera
quarterly gold price is $800 per ounce or more. atmguisition also includes a 0.216% fixed-rate evppyalty that applies to 100% of the
Pascua-Lama copper reserves in Chile but doesketffect until after January 1, 2017. The Pad@ama royalty acquisition was accounted
for as an asset purchase. As such, the $20.5 malguisition cost, plus approximately $354,00@cguisition costs, is recorded as a
component oRoyalty interests in mineral propertigsthe consolidated balance sheets. As of Marcl28Q7, we have allocated

$20.4 million as a development stage royalty irdeamd approximately $411,000 as an exploratiogestayalty interest.

As mentioned above, RGCL was formed to completéPtsrua-Lama royalty acquisition. RGCL was formedrebruary 9, 2007, under the
laws of Chile. RGCL is a 100% wholly-owned subsidiaf Royal Gold.

Gold Hill

On December 8, 2006, Royal Gold paid $3.3 millleNevada Star Resource Corp. in exchange for an $li8iRg-scale royalty and certain
unpatented mining claims on the Gold Hill depoBite NSR sliding-scale royalty on the Gold Hill dsjtavill pay 2.0% 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. The Gold Hi#posit, located just north of the Round Moungid mine in Nye County, Nevada, is
controlled by Round Mountain Gold Corporation, emjoventure between subsidiaries of Kinross GoldgBaation (“Kinross”), the operator,
and Barrick. Production on the Gold Hill deposieigpected to commence once permitting is complatedequipment from the Round
Mountain pit becomes available.

The Gold Hill transaction was accounted for as zlpase of assets. As such, the $3.3 million adipmscost, plus approximately $15,000 of
acquisition costs, is recorded as a componeRpyhlty interests in mineral propertieas a development stage royalty, on the conselidat
balance sheets of Royal Gold.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudit ed)

3. ROYALTY INTERESTS IN MINERAL PROPERTIES

The following table summarizes the net book valfieazh of our royalty interests in mineral propestas of March 31, 2007 and June 30,

2006.
As of March 31, 2007:

Accumulatec

Depletion &
Gross Amortization Net
Production stage royalty interes
Pipeline Mining Comple:
GSR1 $ — 3 — 3 —
GSR2 — — —
GSR3 8,105,02 (6,280,661 1,824,36!
NVR1 2,525,10 (1,930,04) 595,06(
Bald Mountain 1,978,54 (1,831,42) 147,12!
SJ Claims 20,788,44. (6,636,21) 14,152,22
Robinson mine 17,824,77 (1,570,90) 16,253,87
Mulatos mine 7,441,777 (502,557 6,939,22
Troy mine GSR royalt 7,250,001 (2,194,30) 5,055,69!
Troy mine Perpetual royal 250,00( — 250,00(
Leeville Soutt 1,775,80! (1,775,80) —
Leeville North 15,085,82 (1,206,94) 13,878,88
Martha 172,81( (172,81 —
83,198,11 (24,101,66) 59,096,44
Development stage royalty interes
Pefasquito 95,434,04 — 95,434,04
Taparko Projec
TB-GSR1 24,909,18 — 24,909,18
TB-GSR2 7,280,22 — 7,280,221
TB-GSR3 1,026,93. — 1,026,93:
Pascu-Lama 20,443,75 — 20,443,75
Gold Hill 3,340,38 — 3,340,38
152,434,53 — 152,434,53
Exploration stage royalty interes
Pefasquito 3,707,09! — 3,707,09!
Taparko Projec
TB-GSR3 207,93t — 207,93t
TB-MR1 135,61: — 135,61:
Pascu-Lama 410,64 — 410,64
Leeville North 1,460,43 (271,18) 1,189,25;
Buckhorn Soutt 70,115 — 70,11%
5,991,84! (271,18) 5,720,66;
Total royalty interests in mineral propert $241,624,49 $(24,372,85) $217,251,64
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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 Soutr
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 — 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 (172,810 —
81,962,71 (18,142,80) 63,819,90
13,859,87 — 13,859,87
4,053,92 — 4,053,922
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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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 gross smelter return (“GSR”) slidiagale royalties (GSR1 ranging from 0.40% to 5.0% @SR2 ranging from 0.72% to 9.0¢
a 0.71% fixed gross smelter royalty (GSR3), and38% net value royalty (NVR1) over the Pipeline Miop Complex that includes the
Pipeline, South Pipeline, GAP and Crossroads gefibslits in Lander County, Nevada.

The Pipeline Mining Complex is owned by the Codeint Venture, a joint venture between Barrick €ptinc., a subsidiary of Barrick
(60%), and Kennecott Explorations (Australia) L#0%), a subsidiary of Rio Tinto plc.
Bald Mountain

We own a 1.75% to 3.5% sliding-scale NSR royalgt ttovers a portion of the Bald Mountain mine, ihit¢/ Pine County, Nevada. Bald
Mountain is an open pit, heap leach mine operayeal $ubsidiary of Barrick. The sliding-scale royattcreases or decreases with the gold
price, adjusted by the 1986 Producer Price Index.

SJ Claims

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

Robinson Mine

We own a 3% NSR royalty on the Robinson mine, ledédh eastern Nevada. The Robinson mine is an pipeopper mine with significant
gold production. The mine is owned and operated bybsidiary of Quadra Mining Ltd.

Mulatos Mine

We own a sliding-scale NSR royalty on the Mulataeemlocated in Sonora, Mexico. The Mulatos minened and operated by a subsidiary
of Alamos Gold, Inc., is an open pit, heap leacld goine. The Mulatos mine sliding-scale royaltyppead at two million ounces of gold
production, ranges from 0.30% for gold prices be®800 up to 1.50% for gold prices above $400 peceu

Troy Mine

We own a production payment equivalent to a 7.09R @alty from all metals and products produced swid from the Troy mine, located
in northwestern Montana and operated by a subgidiaRevett Minerals Inc. (“Revett”). The GSR rotyalill extend until either cumulative
production of approximately 9.9 million ounces t¥er and 84.6 million pounds of copper, or the Qamy receives $10.5 million in
cumulative payments, whichever occurs first. Addafrch 31, 2007, we have received payments assdaidtke the GSR royalty totaling
$4.3 million, which is attributable to cumulative
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production of approximately 2.1 million ounces t¥er and approximately 17.7 million pounds of cepp

We also own a GSR royalty which begins at 6.1%mn@oduction in excess of 11.0 million ouncesitfes and 94.1 million pounds of
copper and steps down to a perpetual 2% after @tmelproduction has exceeded 12.7 million oundessiver and 108.2 million pounds of
copper. Effective January 1, 2006, we have re-ifladour interest in the perpetual royalty fromexploration stage royalty interest to a
production stage royalty interest due to an ineréaseserves at the Troy mine.

Leeville Mining Complex

We own a 1.8% carried working interest, equal 108% NSR royalty, which covers the Leeville Soutld ¢he majority of the Leeville North
underground mines (“Leeville Mining Complex”), ineka County, Nevada. The Leeville Mining Complexperated by a subsidiary of
Newmont Mining Corporatior“Newmont”).

During our first fiscal quarter of 2006, Newmonghea 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 firscésquarter of 2006.

We carry our interest in the non-reserve portiohexdville North as an exploration stage royaltgiast, which is not subject to periodic
amortization. During our third fiscal quarter of@Q Newmont communicated to us that additional eroand probable reserves were
developed at Leeville North. As such, we reclasdifipproximately $845,000 of our Leeville North lexation stage royalty interest cost
basis to Leeville North production stage royaltiemast. In the event that future proven and prabedserves are developed at Leeville North
associated with our royalty interest, the costdasibur exploration stage royalty interest willfeelassified as a development stage royalty
interest or a production stage royalty interestitnre periods, as appropriate. In the event thtatré circumstances indicate that the non-
reserve portion of Leeville North will not be comtesd into proven and probable reserves, we willlata our carrying value in the
exploration stage interest for impairment.

Martha Mine

We own a 2% NSR royalty on the Martha mine locatettie Santa Cruz Province of Argentina, operated bubsidiary of Coeur d’Alene
Mines Corporation. The Martha mine is a high gradderground silver mine.

Pefasquito

We hold a 2.0% NSR royalty interest on the Pefiasquibject located in the State of Zacatecas, Mexitie Pefiasquito project is under
development by a subsidiary of Goldcorp Inc. ansthone of the world’s largest silver, gold ancczieserves while also containing large
lead reserves. We carry our interest in the pr@rehprobable reserves at the 8&juito project as a development stage royaltyastewhict
is not currently subject to periodic amortization.

We carry our interest in the non-reserve portioP@fiasquito project as an exploration stage royatiyest, which is not subject to periodic
amortization. In the event that future proven arabpble reserves are developed at the Pefiasqojerpassociated with our royalty interest,
the cost basis of our exploration stage royaltgrigst will be reclassified as a development stagelty interest or a
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production stage royalty interest in future periasappropriate. In the event that future circamsts indicate that the non-reserve portion of
the Pefiasquito project will not be converted inmtmven and probable reserves, we will evaluate atnying value in the exploration stage
interest for impairment.

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 Societe des Minesagarko (“Somita”), a subsidiary of High River Gofines Ltd. (“High River”). TB-
GSR1 will remain inforce until cumulative production of 804,420 ounoégold is achieved or until cumulative paymerit$85 million havt
been made to Royal Gold, whichever is earlier. W§e hold a production payment equivalent to a Giglng-scale royalty (TB-GSR2
ranging from 0% to 10%) on all gold produced frdra Taparko Project. TB-GSR2 is effective concutyentth TB-GSR1, and will remain
in-force from completion of the funding commitmemitil the termination of TB-GSR1. We carry our i@sts in TB-GSR1 and TB-GSR2 as
development stage royalty interests, which arecooently subject to periodic amortization.

We also hold a perpetual 2% GSR royalty (TB-GSR8albgold produced from the Taparko Project aflé&GSR3 will commence upon
termination of the TB-GSR1 and TB-GSR2 royaltiepdition 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§gAMR1) on all gold processed through the TaparkmeRt processing facilities that is
mined from any area outside of the Taparko Pr@eed. TB-MR1 is classified as an exploration stagalty interest and is not subject to
periodic amortization at this time.

The royalty documents for the foregoing royaltiasénbeen signed and we are holding them pendingletion of our $35 million funding
commitment (of which we have funded $34.6 milliancd April 30, 2007) to Somita. Upon completionoefr funding commitment, the
royalty documents will be released and recordedeniggally effective. See Note 10 below for marfeimation about the Amended and
Restated Funding Agreement.

Pascua-Lama

We hold a NSR sliding-scale royalty on gold whistderived from certain mineral concessions at tex®a-Lama project, operated by a
subsidiary of Barrick, in Chile. The NSR slidingage royalty ranges from 0.16%, when the averagetepy gold price is $325 per ounce or
less, to 1.08%, when the average quarterly goltbpsi $800 per ounce or more. We also hold a 0.229d-rate copper royalty that applies to
100% of the Pascua-Lama copper reserves in Childd®s not take effect until after January 1, 2Q0¥@&.carry our interest in the proven and
probable reserves at the Pascua-Lama project egedopment stage royalty interest, which is notentty subject to periodic amortization.

We carry our interest in the non-reserve portioRascud-ama project as an exploration stage royalty irierghich is not subject to periot
amortization. In the event that future proven arabpble reserves are developed at the Pefiasqojerpassociated with our royalty interest,
the cost basis of our exploration stage royaltgrigsgt will be reclassified as a development stagelty interest or a production stage royalty
interest in future periods, as appropriate. Inghent that future circumstances indicate that themeserve portion of the Pascuama projec
will not be converted into proven and probable resg, we will evaluate our carrying value in thelexation stage interest for impairment.
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Gold Hill

We hold a sliding-scale NSR royalty on the Gold Hédposit, located just north of the Round Moungatd mine in Nye County, Nevada.
The sliding-scale NSR royalty on the Gold Hill dsjpavill pay 2.0% when the price of gold is abo5s8 per ounce and 1.0% when the price
of gold falls to $350 per ounce or below. The Gditl deposit is controlled by Round Mountain Goldi@oration, a joint venture between
subsidiaries of Kinross, the operator, and Barik. carry our interest in the Gold Hill depositsadevelopment stage royalty interest, which
is not currently subject to periodic amortization.

Buckhorn South

We hold a 16.5% net profits interest royalty on Buekhorn South property, located in Eureka CouNyada and controlled by the Cortez
Joint Venture. The Buckhorn South interest is défizsbas an exploration stage royalty interest.

4. AVAILABLE FOR SALE SECURITIES

Investments in securities that have readily deteatmie market values are classified as availabledt® investments. Unrealized gains and
losses on these investments are recorded in acateduther comprehensive income (net of tax) &parate component of stockholders’
equity. We recorded an unrealized loss (net of &$83,075 for the three months ended March 3@728nd an unrealized gain (net of tax)
of $576,114 for the three months ended March 3062We recorded an unrealized loss (net of ta$)1684,512 for the nine months ended
March 31, 2007, and an unrealized gain (net of %d$801,268 for the nine months ended March 30628Vhen investments are sold, the
realized gains and losses on the sale of thesstmeats, as determined using the specific ideatiio method, are included in determining
net income. We had no sales of available for salestments during the three and nine months endedhvB1, 2007 and 2006.

We hold 1.3 million shares of Revett that are rdedras an investment in available for sale seesrin the consolidated balance sheets. The
market value for our investment in the shares ofdaevas $1,304,945 as of March 31, 2007. Our loasis in the Revett shares is $1.0
million.

We hold 1,037,500, 518,750, and 100,000 sharesrofiton stock, warrants and stock options, respdgtiireTaranis Resources Inc.
(“Taranis”). The market value for our investmenfTi@ranis’ common stock, warrants and stock optieas $451,192 as of March 31, 2007.
Our cost basis in the Taranis common stock, wasrantl stock options is $285,761.

5. REVOLVING CREDIT FACILITY PAYABLE

On January 5, 2007, the Company and a wholly-oveuegdidiary entered into the Second Amended ancaiRest.oan Agreement
(“Amendment”) with HSBC Bank USA, National Assoatat (“HSBC Bank”). The Amendment increased our eatirevolving credit facility
from $30 million to $80 million and extended thetaréty date of the credit facility to December 2D10. The Company’s borrowing base
will be calculated based on our royalties and balinitially based on its GSR1, GSR3, and NVR1 ligmat the Pipeline Mining Complex
and its SJ Claims, Leeville, Bald Mountain and Rebi royalties.

The initial availability under the borrowing basesvthe full $80 million under the credit facilis of April 15, 2007, the total availability
under the borrowing base was $71.4 million. The gany and the wholly-owned subsidiary granted HSB@KBsecurity interests in the
following: the Company’s GSR1,
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GSR3, and NVR1 royalties at the Pipeline Mining @ew; the Company’s SJ Claims, Leeville Mining Cdexp Bald Mountain and
Robinson royalties; and the Company’s debt resaceeunt at HSBC Bank.

As of March 31, 2007, we had outstanding $60 milimder the revolving credit facility primarily tmmplete the closing of the Pefiasquito
and Pascua-Lama royalty acquisitions, as discussidte 2. As of March 31, 2007, the Company padraximately $511,000 in interest
associated with the outstanding credit facility.a&gApril 30, 2007, with a portion of the proceadseived from our April 2007 equity
offering as discussed in Note 13, we have complgtaid down the $60 million outstanding and $71iiom remains available under the
revolving credit facility.

6. NOTE PAYABLE

On March 1, 2007, RGCL, a wholly-owned subsidiaiijRoyal Gold, entered into a $15.75 million termardfacility bearing interest at
LIBOR plus 0.25% pursuant to a Term Loan Agreenbetitveen RGCL and HSBC Bank. Pursuant to the tefmigmn Loan Agreement,
Royal Gold must maintain a restricted interest-ingpsecurities account (the “Collateral Accountf) @eposit at HSBC Securities (USA) Inc.
with a balance equal to or in excess of the outlitgnamounts on the $15.75 million term loan. Inmection with the Term Loan Agreement,
Royal Gold entered into a Guarantee (the “Guarénteethe life of the Term Loan, for the benefitlidSBC Bank to guaranty RGCL'’s
obligations under the Term Loan Agreement and arggagreement granting HSBC Bank a security gdeim the Collateral Account to
secure RGCL's obligations under the Term Loan Agrexet and its obligations under the Guarantee. d&e Will mature on March 1, 2012.

The $15.75 million balance in the Collateral Accbas of March 31, 2007, is recordedRestricted cash — compensating balaonehe
Company'’s consolidated balance sheets. RGCL's $Ifilfion principal obligation under the Term LoAgreement is recorded &lote
payableon the Company’s consolidated balance sheetsekitezceived on the Collateral Account is recoiidgdash and equivalentsn the
Company’s consolidated balance sheets.

7. STOCKHOLDERS’ EQUITY AND STOCK-BASED COMPENSATIO N

The Company accounts for its stock-based compemsetiaccordance 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 Compensafi@FAS 123"). SFAS 123(R)
requires all stock-based payments to employeelsidimg grants of employee stock options, to be ge&xed 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 2004rPeplaces the Company’s
Equity Incentive Plan. Under the 2004 Plan, 900 8i88res of Common Stock are available for futuamtgrto officers, directors, key
employees and other persons. The Plan providahdagrant of stock options, unrestricted stockirieed 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 stockoostior incentive stock options.

For the three and nine months ended March 31, 200Tecorded total non-cash stock compensationnsepeelated to our equity
compensation plans of $402,232 and $1,724,753ectisply, compared to
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$695,758 and $2,008,584 for the three and nine Imscenided March 31, 2006, respectively. Non-castkstompensation is allocated among
cost of operations, general and administrative,expdoration and business development in our casesteld statements of operations and
comprehensive income. The allocation among cospefations, general and administrative and busidegslopment for the three and nine
months ended March 31, 2007, and 2006 is showmbelo

For The Three Months Endt For The Nine Months Ende
March 31, March 31, March 31, March 31,
2007 2006 2007 2006
Non-cash compensation allocatic
Cost of operation $ 47,91¢ $103,09 $ 221,78! $ 259,76:
General and administratiy 240,62: 337,23 1,082,05! 1,078,26!
Business developme 113,69: 255,42: 420,91 670,55¢
Total nor-cash compensation exper $402,23: $695,75¢ $1,724,75. $2,008,58.

The total income tax benefit associated with rBash stock compensation expense was approximéatdly, 30 and $621,000 for the three
nine months ended March 31, 2007, respectively peoad to approximately $253,000 and $731,000 fethiree and nine months ended
March 31, 2006, respectively.

As of March 31, 2007, there are 314,692 sharesimicon stock reserved for future issuance unde2004 Plan.

Stock Options

Stock option awards are granted with an exercige ggual to the closing market price of the Conyfmastock at the date of grant. Stock
option awards granted to officers, key employeekather persons vest based on one to three yeaontihuous service. Stock option awe
granted to directors vest immediately with respe0% of the shares granted and after one yearresipect to the remaining 50% granted.
Stock option awards have 10 year contractual terms.

To determine non-cash stock compensation expenstdck option awards, the fair value of each siztton award is estimated on the date
of grant using the Black-Scholes-Merton (“Black-8lels”) option pricing model for all periods presamht The Black-Scholes model requires
key assumptions in order to determine fair valu®se key assumptions as of our fiscal year 2007tgend our fiscal year 2006 grants are
noted in the following table:

Fiscal 2007 Fiscal 200¢
Weighted average expected volatil 52.88% 61.2(%
Weighted average expected option term in y 5.1 5.4
Weighted average dividend yie 0.99% 1.0(%
Weighted average risk free interest 4.6% 4.5%

On February 15, 2007, 1,600 stock options undeR@=l Plan were granted to a certain officer. Tlogimns have an exercise price of
$32.40, which was the closing market price for@ammon stock on the date of grant. On Novembe0@6291,500 stock options under the
2004 Plan were granted to officers and certain eygas under the 2004 Plan. These options haveeanis price of $28.78, which was the
closing market price for our common stock on thie dd grant. On November 8, 2006,
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15,000 stock options under the 2004 Plan were gdaiat the Board of Directors (“Directors”) at areesise price of $29.20, which was the
closing market price of our common stock on the aditgrant.

A summary of stock option activity under our equiympensation plans for the nine months ended Mat¢R007, is presented below:

Weightec-
Average
Weighter- Remaining
Average Contractue Aggregate
Exercise Term Intrinsic
Options Shares Price (Years) Value
Outstanding at July 1, 20( 528,41: $ 14.8¢
Granted 108,10( 28.8¢
Exercisec (27,567 15.6(
Forfeited and Expire (10,839 20.3¢
Outstanding at March 31, 20i 598,11 $ 17.2i 6.5 $7,674,68
Exercisable at March 31, 20! 459,68 $ 14.4¢ 4.4 $7,176,53;

The weighted-average grant date fair value of ogtigranted during the period ended March 31, 20@72806 was $13.79 and $12.04,
respectively. The total intrinsic value of optiaercised during the three and nine month periade@ March 31, 2007, was $97,964 and
$390,664, respectively. The total intrinsic vald®ptions exercised during the three and nine mpetiods ended March 31, 2006, were
$1,992,609 and $5,516,335, respectively.

A summary of the status of the Company’s non-vestecdk options for the nine months ended March280y, is presented below:

Weighte-Average

Shares Grant Date Fair Valu
Non-vested at July 1, 20C 132,33« $11.2¢
Granted 108,10( $13.7¢
Vested (91,167 $11.62
Forfeited (10,83) $10.9¢
Non-vested at March 31, 20( 138,43: $13.0(

For the three months ended March 31, 2007 and 20®86ecorded non-cash compensation expense assbuidh stock options of $178,883
and $253,657, respectively. For the nine monthgeémdarch 31, 2007 and 2006, we recorded cesh compensation expense associated
stock options of $827,395 and $862,705. As of M&th2007, there was $1,287,440 of total unreceghimn-cash stock compensation
expense related to non-vested stock options gramtder our equity compensation plans, which is etqueto be recognized over a weighted-
average period of 1.9 years. The total fair valughares vested during the three months ended MHErcR007, and 2006, was $0. The total
fair value of shares vested during the nine moattted March 31, 2007, and 2006 was $1,059,748 508,472, respectively.

Other StockBased Compensation

On November 7, 2006, officers and certain employes® granted 36,000 shares of restricted comnuak $hat can be earned only if either
one of two defined multi-year performance goalsiet within five years of the date of grant (“Penfiamce Shares”). If the performance goals
are not earned by the end of this five year petioel Performance Shares will be forfeited. Vesthg§erformance Shares is subject
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to certain performance measures being met andedaded on an interim earn out of 25%, 50%, 75%00%6. The defined performance
goals are tied to two different performance measy growth of free cash flow per share on ditrgitwelve month basis; and (2) growth of
royalty ounces in reserve on an annual basis.

A summary of the status of the Company’s non-veB&dormance Shares for the nine months ended MarcR007, is presented below:

Weighte-Average

Shares Grant Date Fair Valu
Non-vested at July 1, 20C 41,50( $19.1¢
Granted 36,00( $28.7¢
Vested — $ —
Forfeited (5,625 $19.5¢
Non-vested at March 31, 20( 71,87: $23.91

We measure the fair value of the Performance Shmaresd upon the market price of our common stoak e 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 sdithe that it is probable that a performance coaditvill be achieved, compensation expense
will be measured by the number of shares thatultilnately vest based on the market price of ounimmn stock on the date of grant. Interim
recognition of compensation expense will be madriah time as management can reasonably estineateithber of shares that will vest. As
of March 31, 2007, our estimates indicated thet jirobable that approximately 87% of our non-veéeRerformance Shares will vest. For the
three and nine months ended March 31, 2007, wededmon-cash stock compensation expense assouwidbedur Performance Shares of
$219,037 and $601,133, respectively. For the tareenine months ended March 31, 2006, we recordedash stock compensation expe
associated with our Performance Shares of $3436@8817,207, respectively. As of March 31, 200@&ltunrecognized non-cash stock
compensation expense related to our Performancesha$589,938, which is expected to be recogrozed the next 1.25 years, the period
over which it is probable that the performance gwdll be attained.

On November 7, 2006, officers and certain employes® granted 56,000 shares of restricted comnumk stvhich vest by continued servi
alone (“Restricted Stock”). Restricted Stock awagamted to officers and certain employees vest thwee years beginning after a three-year
holding period from the date of grant with one-thif the shares vesting in years four, five andrggpectively. On November 8, 2006, our
non-executive directors were granted 7,500 shdrBestricted Stock. The non-executive directorgirels of Restricted Stock vest as to 50%
immediately and 50% one year after the date oftg@&imares of Restricted Stock represent issuedarstianding shares of common stock,
with dividend and voting rights. We measure the ¥alue of the Restricted Stock based upon the etauice of our common stock as of the
date of grant. Restricted Stock is amortized olerapplicable vesting period using the straighe-fimethod. Unvested shares of Restricted
Stock are subject to forfeiture upon terminatiorwiployment with the Company.
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A summary of the status of the Company’s non-veRtestricted Stock for the nine months ended Madg2807, is presented below:

Weightec-Average

Shares Grant Date Fair Valu
Non-vested at July 1, 20( 77,25( $20.6(
Granted 63,50( $28.8¢
Vested (7,500) $26.41
Forfeited (16,25() $20.3¢
Non-vested at March 31, 20( 117,00( $24.7:

For the three months ended March 31, 2007, and,20®8ecorded non-cash stock compensation expasseiated with the Restricted Stock
of $4,312 and $98,523, respectively. For the nioatims ended March 31, 2007, and 2006, we recordeetash stock compensation
associated with the Restricted Stock of $296,22b%828,672. As of March 31, 2007, total unrecogshizen-cash stock compensation
expense related to Restricted Stock was $2,402\188h is expected to be recognized over the reimgiweighted average vesting period of
2.6 years.

Stock Issuances

During the three months March 31, 2007, optionsui@hase 7,567 shares were exercised, resultipgpaeeds of $181,272. During the nine
months ended March 31, 2007, options to purchaggZ shares were exercised, resulting in proceE#i4G8,774. During the three months
ended March 31, 2006, options to purchase 79,28@&shvere exercised, resulting in proceeds of $854 During the nine months ended
March 31, 2006, options to purchase 271,797 sheges exercised, resulting in proceeds of $3,809,158

As discussed in Note 2, on January 24, 2007, wes577,434 shares of our common stock as panedPéfiasquito royalty acquisition.

In September 2005, we sold 2,227,912 shares of@mumon stock in an underwritten public offeringaairice of $26.00 per share, resulting
in proceeds of approximately $54.7 million, whishmiet of the underwriters’ discount of $2.9 milliand estimated transaction costs of
approximately $327,000. The net proceeds in thistggffering have been used to fund the acquisiad financing of additional royalty
interests and for general corporate purposes. €ledar to Note 13 for information on the Comparggsiity offering completed in

April 2007.

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

For The Three Months Ended March 31, 2!

Income Shares Per-Shart
(Numerator (Denominator Amount
Basic EPS
Income available to common stockhold $3,438,61! 24,042,23 $ 0.14
Effect of dilutive securitie 222,01¢
Diluted EPS $3,438,61! 24,264,25. $ 0.14

Options to purchase 1,600 shares of common stoekparchase price of $32.40 per share, were oulstg at March 31, 2007, but were not
included in the computation of diluted EPS becahse
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exercise price of these options was greater thaavlkrage market price of the common shares fquehed.

For The Three Months Ended March 31, 2!

Income Shares Per-Shar¢
(Numerator (Denominator Amount
Basic EPS
Income available to common stockhold $1,819,13 23,522,53 $ 0.0¢
Effect of dilutive securitie 288,15¢
Diluted EPS $1,819,13 23,810,69 $ 0.0¢

As of March 31, 2006, all outstanding stock-bassmigensation awards were included in the computatiailuted EPS because the exercise
price of all the options was less than the averageket price of the common shares for the period.

For The Nine Months Ended March 31, 2(

Income Shares Per-Shart
(Numerator (Denominator Amount
Basic EPS
Income available to common stockhold $14,034,40. 23,653,94 $ 0.5¢
Effect of dilutive securitie 235,98
Diluted EPS $14,034,40. 23,889,93 $ 0.5¢

20




Table of Contents

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudit ed)

Options to purchase 1,600 shares of common stoekparchase price of $32.40 per share, were oulistg at March 31, 2007, but were not
included in the computation of diluted EPS becaheeexercise price of these options was greaterttimaverage market price of the
common shares for the period.

For The Nine Months Ended March 31, 2(

Income Shares Per-Shart
(Numerator) (Denominator Amount
Basic EPS
Income available to common stockhold $7,783,86! 22,635,44 $ 0.3¢
Effect of dilutive securitie 274,02¢
Diluted EPS $7,783,86! 22,909,47 $ 0.3

As of March 31, 2006, all outstanding stock-basmmpensation awards were included in the computatiailuted EPS because the exercise
price of all the options was less than the averageket price of the common stock for the period.

9. INCOME TAXES

For the three months ended March 31, 2007, we dedoturrent and deferred tax expense of $1,68%@6tpared with $677,593 during the
three months ended March 31, 2006. Our effectixeate for the three months ended March 31, 20@5, 32.9%, compared with 27.1% for
the three months ended March 31, 2006. The inclieaser effective tax between periods was the tesfud decrease in percentage depletion
attributable to maturing royalty interests in malguroperties.

For the nine months ended March 31, 2007, we rezedrturrent and deferred tax expense totaling&6386 compared with $3,410,240
during the nine months ended March 31, 2006. Tdsslted in an effective tax rate of 32.1% in therexnt period compared with 30.5% in the
prior period. The increase in our effective taxeratthe result of a decrease in our estimatedaieths associated with percentage depletion.
The increase was also partially offset by a deer@asur State of Colorado tax rates.

10. COMMITMENTS AND CONTINGENCIES
Taparko Project

On March 1, 2006, Royal Gold entered into an Ameraled Restated Funding Agreement with Somita relatehe Taparko Project in
Burkina Faso, West Africa. We have a $35 millionding commitment pursuant to the Amended and Regstatinding Agreement, of which
we had funded approximately $33.6 million as of &heB1, 2007. During April 2007, we funded an addfiéil $1.0 million to the Taparko
Project, resulting in total funding by us of appmately $34.6 million as of April 30, 2007. Our &hfunding of the Taparko Project, in the
amount of $400,000, will be made upon the firsdgmbur, which is estimated to occur during thedtgjuarter of calendar 2007. The
Amended and Restated Funding Agreement outlinesahstruction milestones that must be met priaach specific funding installment.
We expect the project to meet all construction iremoents (as defined in the Amended and Restatadiffg Agreement) in the third quarter
of calendar 2007. Our royalties are subject to detign of our funding commitment.

Under a separate Contribution Agreement, High Riszeesponsible for contributing additional equityntributions for any cost overruns
incurred during the construction and constructi@rranty periods. If
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High River is unable to make the required equitygtabutions, we have the right to either (a) pr@vfdnding that High River failed to fund,
(b) declare a default under the Funding Agreemarthe event that we elect to provide funding ie #mount that High River fails to fund, "
may elect to acquire either an equity interestighHRiver, consisting of units of common shares aadrants of High River as defined, or to
obtain additional royalty interests in the TapaBtoject in a proportional amount to any additidinalding compared with our original

$35 million funding commitment. As of April 30, 200High River has made all required equity commiitees scheduled, 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 funded exploration to#500,000 in return for a 2% NSR royalty. We dlage an option to fund up to an
additional $600,000. The Company elected to exettis option in April 2006. If we fund the enteidditional amount, we will earn a 51%
joint venture interest in the Kettukuusikko projesntd we will release our 2% NSR royalty. In themvthat Royal Gold does not fully fui
the $600,000 to earn the joint venture interestywwald retain our 2% NSR royalty. As of March 3007, we had funded $256,404 of the
additional $600,000 option. As of April 30, 2007e Wwave funded $506,404 of the $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 payjad#cured 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 curinchstefaults. The principal and accrued interest uttte promissory note as of March 31,
2007, was approximately $6.0 million with a matydate 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 significantly
exceed the expected cost of approximately $272amilWe believe our potential liability with the Wed States of America to be a remote
possibility.
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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@ngal resource damages. However, on
October 1, 2002, the State notified Royal Gold toedrest of the PRP group that participated insétiement 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 fpabi 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, 20tce.

11. RELATED PARTY

Crescent Valley Partners, L.P. (“CVP”") was formedadimited partnership in April 1992. It owns 3% net value royalty on production of
minerals from a portion of the Pipeline Mining Cdmp Denver Mining Finance Company, our wholly-owrseibsidiary, is the general
partner and holds a 2% interest in CVP. In addjtR®oyal Gold holds a 29.6% limited partner inteiaghe partnership, while our Executive
Chairman, the Chairman of our Audit Committee amd dbther members of our board of directors holédiggregate 41.69% limited partner
interest. The general partner performs administeatervices for CVP in receiving and processingdlyalty payments received from the
operator, including the disbursement of royaltyrpapts and record keeping for in-kind distributidmshe limited partners, including our
directors and Executive Chairman.

CVP receives its royalty from the Cortez Joint \tgatin-kind. The Company, as well as certain olineited partners, sell their pro-rata
shares of such gold immediately and receive digtidns in cash, while CVP holds gold for certaiheatlimited partners. Such gold
inventories, which totaled 27,030 and 25,262 ouéemld as of March 31, 2007, and June 30, 208&pectively, are held by a third party
refinery in Utah for the account of the limited {pears of CVP. The inventories are carried at histbicost and are classified lwentory —
restrictedon the consolidated balance sheets. The carryilug wd the gold in inventory was $10,490,330 aMafch 31, 2007, while the fair
value of such ounces was $17,887,103 as of MarcB@®I7. None of the gold currently held in invegtar attributed to Royal Gold, as the
gold allocated to Royal Gold is typically sold witHive days of receipt.

12. STAFF ACCOUNTING BULLETIN NO. 108

In September 2006, the SEC issued SAB 108. The @oynelected early application of SAB 108 duringliisd quarter ended March 31,
2007, with effect from July 1, 2006. Prior to SAB8I there have been two widely-recognized methodgdantifying the effects of financial
statement misstatements: the “roll-over” method ted‘iron curtain” method. The roll-over methodfses primarily on the impact of a
misstatement on the income statement — includiegehersing effect of prior year misstatements titswse can lead to the accumulation of
misstatements in the balance sheet. The iron-oumaithod, on the other hand, focuses primarilyhenefffect of correcting the period-end
balance sheet with less emphasis on the reverffiegg®of prior year misstatements on the incorageghent. Prior to our application of the
guidance in SAB 108, we used the roll-over mettardjfiantifying financial statement misstatements.

SAB 108 permits existing public companies to itiigiapply its provisions by either (i) restatinggnrfinancial statements as if the “dual
approach” had always been applied or (ii) recordirggcumulative effect of initially applying the tdl approach” as adjustments to the
carrying value of assets and liabilities with afsefting adjustment to the opening balance of nethiearnings. The Company has elected to
record the effects of applying SAB 108 as an adjesit to the carrying value of assets and liabdljtowever, due to the nature of such
adjustments (described below), no offsetting adjestt was necessary to the Company’s beginningeojdlar retained earnings.

In accordance with SAB 108, the Company has adjusieopening carrying value of certain of its assand liabilities as of July 1, 2006, and
its financial results for the first two quartersfiscal 2007 for
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the error described below. Using its pre-SAB 108hodology for assessing misstatements, the Compasyetermined that the effect of
such error on any previously issued financial statet was not material.

Consolidation of CVP

CVP was formed as a limited partnership in Aprill@092. It owns a 1.25% net value royalty on proiuncof minerals from a portion of the
Pipeline Mining Complex. Denver Mining Finance Canyg, our wholly-owned subsidiary, is the generatrex and holds a 2% interest in
the partnership. In addition, we hold a 29.6% ladipartner interest in the partnership, while oxedtitive Chairman, the Chairman of our
Audit Committee and two other members of our baxrdirectors hold an aggregate 41.69% limited parinterest.

Historically, the Company recorded its proportioimaérest (31.6%) in CVP’s assets, liabilities,evues and expenses pursuant to Emerging
Issues Task Force 00-hvestor Balance Sheet and Income Statement uhddgdquity Method for Investments in Certain Parshgps and
Other Ventures.

In connection with the preparation of its finan@tdtements for the quarter ended March 31, 20@7Cbmpany determined that due to the
legal structure of CVP and certain related factGiP should have been fully consolidated, effecbezember 31, 2003, pursuant to the
guidance of FASB Interpretation No. @nsolidation of Variable Interest Entitiéas revised, “FIN 46R"), rather than consolidateddd on
the Company’s proportional interest in CVP. On liyfoonsolidated basis, all of the assets, liaiktit revenues and expenses of CVP would
have been reflected in the Company’s consoliddteth€ial statements, including a minority interegtiivalent to the net assets of CVP
representing the ownership share of royalty interesmineral properties and inventory held forasth Fully consolidating CVP would not
have changed the Company’s proportionate shararafregs from CVP, nor would it have changed the gany’s consolided earnings or
shareholders’ equity for any previous periods.

As indicated above, the Company determined tha¢tieet of proportionately, rather than fully, colidating CVP was not material to any
previously issued financial statements based o€tmpany’s pre-SAB 108 methodology. However, thewalative effect of correcting the
error in the quarter ended March 31, 2007, wouldnbgerial to that quarter as well as to the estahaesults of operations for fiscal 2007. As
such, the Company has elected to apply the trangitiovisions of SAB 108 by adjusting the openiagying value of the following assets
and liabilities for fiscal 2007:

June 30
2006 Adjusted
Reportec SAB 108 July 1, 200€
Balance Adjustment Balance
Royalty interests in mineral properties, $ 84,589,56 $ 97,59¢ $ 84,687,16
Inventory- restricted (Note 11 $ — $9,373,88. $ 9,373,88
Total asset $172,259,82 $9,471,48! $181,731,30
Total liabilities $ 10,600,17 $ — $ 10,600,17
Minority interest in subsidiar $ — $9,471,48! $ 9,471,48
Total stockholder equity $161,659,64 $ — $161,659,64
Total liabilities and stockholde’ equity $172,259,82 $9,471,48 $181,731,30

As indicated above, the adoption of SAB 108 hadhmuact on the Compang'retained earnings. Accordingly, no adjustment mexessary t
record the cumulative effect on the opening balafaetained earnings at July 1, 2006.
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The aggregate impact of the retroactive adoptioBAR 108 effective July 1, 2006 on each of the ting quarters, as well as the first six

months of fiscal 2007 is presented below:

As of and for the Three Months End

September 30, 20(

Royalty interests in mineral properties,
Inventory— restricted (Note 11

Total asset

Total liabilities

Minority interest in subsidiar

Total stockholdel' equity

Total liabilities and stockholde’ equity

Royalty revenus

Cost of operation

Depreciation, depletion and amortizati
Income before income taxes and minority inte
Minority interest in income of consolidated subaiiks
Net income

As of and for the Three Months End

December 31, 200

Royalty interests in mineral properties,
Inventory— restricted (Note 11

Total asset

Total liabilities

Minority interest in subsidiar

Total stockholder equity

Total liabilities and stockholde’ equity

Royalty revenus

Cost of operation

Depreciation, depletion and amortizati
Income before income taxes and minority inte
Minority interest in income of consolidated subaiiks
Net income

As of and for the Six Months End

December 31, 200

Royalty interests in mineral properties,
Inventory— restricted (Note 11

Total asset

Total liabilities

Minority interest in subsidiar

Total stockholdel' equity

Total liabilities and stockholde’ equity

Royalty revenus

Cost of operation

Depreciation, depletion and amortizati
Income before income taxes and minority inte
Minority interest in income of consolidated subaiiks
Net income
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Previously SAB 108

Reportec Adjustment As Adjusted
$ 95,178,74 $ 94,90: $ 95,273,67
$ — $9,556,73! $ 9,556,73
$179,128,82 $9,651,63 $188,780,45
$ 13,318,14 $ — $ 13,318,14
$ — $9,651,63: $ 9,651,63
$165,810,67 $ — $165,810,67
$179,128,82 $9,651,63; $188,780,45
$ 9,745,79. $ 182,84¢ $ 9,982,64.
$ 658,51° $ 9,142 $ 667,65¢
$ 1,072,21! $ 2,697 $ 1,074,91
$ 7,367,73! $ 171,00¢ $ 7,538,74
$ —  $(171,009 $ (171,009
$ 4,960,13 $ — $ 4,960,13

Previously SAB 108

Reportec Adjustment As Adjusted
$ 99,701,69 $ 86,42¢ $ 99,788,12
$ — $10,112,60 $ 10,112,60
$183,391,68 $10,199,03 $193,590,71
$ 12,414,68 $ — $ 12,414,68
$ — $10,199,0 $ 10,199,03
$170,976,9 $ — $170,976,99
$183,391,68 $10,199,03 $193,590,71
$ 12,279,67 $ 575,61. $ 12,855,28
$ 872,07( $ 28,39¢ $ 900,46!
$ 2,105,47! $ 8,47: $ 2,113,94i
$ 8,186,22! $ 538,74! $ 8,724,97
$ — $ (538,74) $ (538,74
$ 5,635,65: $ = $ 5,635,65:

Previously SAB 108

Reportec Adjustment As Adjusted
$ 99,701,69 $ 86,42¢ $ 99,788,12
$ — $10,112,60 $ 10,112,60
$183,391,68 $10,199,03 $193,590,71
$ 12,414,68 $ — $ 12,414,68
$ — $10,199,0 $ 10,199,03
$170,976,9 $ — $170,976,99
$183,391,68 $10,199,03 $193,590,71
$ 22,025,47 $ 758,46: $ 22,783,93
$ 1,530,58 $ 37,53 $ 1,568,12.
$ 3,177,69 $ 11,17( $ 3,188,86:
$ 15,553,96! $ 709,75 $ 16,263,71
$ — $ (709,75) $ (709,75
$ 10,595,78 $ = $ 10,595,78
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The Company does not believe, based on its pre-B¥Bmethodology, that the effect of proportionatether than fully, consolidating CVP
was material in any of the periods since DecemhePB03, the effective date of FIN 46R to the Comypdn reaching that determination, the
Company considered the following incremental adjgsits to our reported annual financial statemdatdiscal years 2004, 2005 and 2006
and the quarterly financial statements for firseghquarters of fiscal 2006, which would resultrirthe full consolidation of CVP:

Fiscal Yea Fiscal Yeal Fiscal Yeal
Ended Juni Ended Jun Ended Jun
30, 2004 30, 2005 30, 200€
Royalty interests in mineral properties, $ 172,14 $ 118,20t $ 97,59¢
Inventory— restricted (Note 11 $ 6,798,66! $ 8,943,151 $9,373,88.
Total asset $6,970,81. $ 9,061,36: $9,471,48
Total liabilities $ — $ — $ —
Minority interest in subsidiar $ 6,970,81 $ 9,061,36. $9,471,48
Total stockholder equity $ $ $
Total liabilities and stockholde’ equity $ 6,970, 81 $ 9,061, 36 $9,471, 481
Royalty revenut $ 1,643,55! $ 2,550,24! $ 1,507,09
Cost of operation $ 77,98 $ 124,31! $ 59,27/
Depreciation, depletion and amortizati $ 35,67 $ 53,93¢ $ 20,60¢
Income before income taxes and minority inte $ 1,529,89 $2,371,99! $ 1,427,211
Minority interest in income of consolidated subatiits $(1,529,89) $(2,371,99) $(1,427,21)
Net income $ — $ — $ —
Fiscal Fiscal Fiscal
Quarter Quarter Quarter
Ended Ended Ended
Septembe Decembel March 31,
30, 2005 31, 2008 2006
Royalty revenut $ 457,35: $ 370,10¢ $218,12¢
Cost of operation $ 22,39 $ 17,89t $ 10,85’
Depreciation, depletion and amortizati $ 9,34¢ $ 6,74¢ $ 3,59
Income before income taxes and minority inte $ 425,60 $ 345,46: $ 203,68:
Minority interest in income of consolidated subaiiks $(425,609) $(345,467) $(203,68))
Net income $ — $ — $ —
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13. SUBSEQUENT EVENTS
Proposed Acquisition of Battle Mountain Gold Exjgitton Corp.

On April 17, 2007, Royal Gold entered into an Agneat and Plan of Merger (the “Merger AgreementfhvBattle Mountain Gold
Exploration Corp. (“Battle Mountain”) and Royal BatMountain, Inc. (“Merger Sub”), a newly-formeddawholly-owned subsidiary of
Royal Gold, pursuant to which Merger Sub will bergeal into Battle Mountain with Battle Mountain siving as a wholly-owned subsidiary
of Royal Gold.

Under the terms of the Merger Agreement, the camattbn payable to Battle Mountain shareholdersdepend on the average trading price
of Royal Gold’s common stock for a period precedimg closing, and ranges from 1,634,410 Royal Ghhtes, if Royal Gold’stock price i
$29.00 or below, to 1,570,507 Royal Gold shareRpifal Gold’s stock price is $30.18 or above. Agandional adjustment will be made
between these two trading prices. On a per shais,iRoyal Gold will pay Battle Mountain sharehokibetween 0.0172 and 0.0179 shar
Royal Gold's common stock. This consideration &alubject to a potential holdback of approximas&y00 Royal Gold shares, or
approximately 0.0006 Royal Gold shares on a paedbasis, for contingent liabilities.

The closing of the Merger Agreement is subjectanous closing conditions, including approval bg Battle Mountain shareholders,
satisfactory completion of Royal Gold’s due diligeron Battle Mountain, receipt of regulatory apisysettlement of the litigation giving
rise to the contingent liabilities described abam] satisfaction of other customary conditions.

The Merger Agreement contains certain terminatights for both Royal Gold and Battle Mountain.H&tMerger Agreement is terminated
under certain specified circumstances, Battle Mannwill be required to pay Royal Gold up to $3.Blion plus Royal Gold's expenses
incurred in the transaction. If the Merger Agreefristterminated under alternate specified circumsta, Royal Gold will be required to pay
Battle Mountain up to $1.0 million plus Battle Mdam’s expenses incurred in the transaction.

In connection with the proposed merger, on March22®7, Royal Gold entered into a Bridge FinancglBaAgreement with Battle
Mountain and its whollyawned subsidiary BMGX (Barbados) Corporation, asdwers, whereby Royal Gold has agreed to makdadblaitc
the borrowers a bridge facility of up to $20 millicOutstanding principal, interest and expensegwuthe bridge facility may be converted at
Royal Golds option into Battle Mountain common stock, patuea$0.001, at a conversion price per share of $n§time during the term
the bridge facility. The maximum amount of availapiunder the bridge facility will be reduced ta%million in the event Battle Mountain
does not acquire an identified royalty interesbomprior to April 14, 2007. As of April 14, 2007 aisle Mountain did not acquire the identifi
royalty interest; therefore, the amount availabider the bridge facility was reduced to $15 millidhe bridge facility will mature March 28,
2008.

As of March 31, 2007, approximately $13.91 millimggregate principal amount has been advanced tte B&untain under the bridge
facility and is recorded dsote receivable — Battle Mountain Gold Exploratamthe consolidated balance sheets of Royal Gotdrdst on
advances under the bridge facility will accruehat LIBOR Rate plus 3% per annum. Accrued interaghe $13.91 million aggregate
advanced under the bridge facility is recorded ivitllote receivable—Battle Mountain Gold Exploratimmthe consolidated balance shee
Royal Gold as of March 31, 2007.

Equity Offering

In April 2007, we sold 4,000,000 shares of our camratock, at a price of $29.25 per share, resuitimyoceeds of approximately
$110.9 million, which is net of the underwriter'scount of $5.6 million and
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estimated transaction costs of approximately $3D,8. portion of the net proceeds in this equitienhg were used to repay the outstanding
balance under our revolving credit facility with BS Bank USA, National Association (‘HSBC Bank”), discussed in Note 5, while the
remaining net proceeds are intended to be usadtbthe acquisition and financing of additionalathy interests and for general corporate
purposes.

The underwriters of this equity offering were gesthin option to purchase up to 600,000 additidmales of our common stock to cover over-
allotments. On May 3, 2007, the underwriters puseldaan additional 400,064 shares of our commoik gtacsuant to their over-allotment
option. The additional purchase to cover over-aikmts will result in additional proceeds of appmoately $11.0 million, which is net of the
underwriter's discount of approximately $656,000.

Revolving credit facility payable

As of April 30, 2007, the Company re-paid the cartsling $60 million revolving credit facility pringal balance, as discussed in Note 5, plus
the related accrued interest as of March 31, 2@0MSBC Bank. A portion of the April 2007 equityfefing proceeds, as explained above,
was used to re-pay the principal balance and addrierest.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATIONS

General

Management’s Discussion and Analysis of Financ@dition 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 aréngel 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 projétas provide the right to revenue or productianirthe project 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 aneratarried 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. Wedt conduct mining operations at this time. Dgrine quarter ended March 31, 2007, we
focused on the management of our existing royaligrests, the acquisition of royalty interests, #ircreation of royalty interests through
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 March 31, 2007, the price of gold averagéd $@r ounce compared with an average price of $8bdunce for the quarter ended
March 31, 2006. Payments received from the recemtijpired Robinson and Mulatos royalties, alondp&it increase in production at the
Pipeline Mining Complex and Troy mine contributedrdyalty revenue of $11,208,556 during the quagteted March 31, 2007, compared to
royalty revenue of $5,760,750 during the quarteteenMarch 31, 2006.

Our Producing Royalty Interests

Our principal royalty interests are:

. Pipeline Mining Comple: Four royalty interests at the Pipeline Mining Gadex, which includes the Pipeline and South Pigelin
GAP and Crossroads gold deposits. The Pipelinergi@iomplex is operated by the Cortez Joint Ventwhéch is a joint venture
between Barrick Cortez Inc., a subsidiary of B&Bold Corporation (“Barrick”) §0%), and Kennecott Explorations (Australia) L
(40%), a subsidiary of Rio Tinto plc. Our four rdtyainterests at the Pipeline Mining Complex &
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- GSR1 — A sliding-scale GSR royalty that covessBipeline and South Pipeline deposits, and rafiges0.4% at a gold
price below $210 per ounce to 5.0% at a gold prfc®470 per ounce or abov

- GSR2 — A sliding-scale GSR royalty that coveesaaroutside the Pipeline and South Pipeline depasi ranges from
0.72% at a gold price below $210 per ounce to %0%gold price of $470 per ounce or abc

—  GSR3-A0.71% fixed rate GSR royalty on the productiorne@d by GSR1 and GSR2; a

—  NVR1- A fixed rate 0.39% net value royalty (net of mitwinterest) on all production on the South Piipe] Crossroads
and some of the GAP deposit, but not covering fpelire deposit

. Robinsor: A 3% NSR royalty on the Robinson mine, locateéastern Nevada and operated by a subsidiary ar@Mining Ltd.
(“Quadri");

. SJ Claims We hold a 0.9% NSR royalty on the SJ Claims, Wltiovers a portion of the Betze-Post open pit mahéhe Goldstrike
operation, located in Nevada and operated by adiabgof Barrick;

. Leeville Mining Comple: We hold a 1.8% carried working interest, equad th8% NSR royalty, on the majority of the Leawill
Mining Complex, which includes both the LeevilleuBoand Leeville North underground mines, locateblévada and operated by a
subsidiary of Newmont Mining Corporatio“Newmon”);

. Troy: Two royalty interests in the Troy undergroundailand copper mine, operated by a subsidiary geR&linerals Inc.
(“Revet”), located in northwestern Montar

— 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 coppenyve receive $10.5 million in cumulative paymemtkichever occurs
first; and

— A GSR royalty which begins at 6.1% on any proiucin 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

. Bald Mountain: A 1.75%-3.5% sliding-scale NSR royalty interdsdttcovers a portion of the Bald Mountain mine ivbida,
operated by a subsidiary of Barric

. Mulatos: A sliding-scale NSR royalty on the Mulatos mifagated in Sonora, Mexico, and operated by a sidrgidf Alamos Gold
Inc. (“Alamos”). The sliding-scale NSR royalty, gagul at two million ounces of gold production, ram§@®m 0.30% payout for gold
prices below $300 per ounce up to a maximum rafe5% for gold prices above $400 per ounce;

. Martha: A 2% NSR royalty on a number of properties int@a@ruz Province, Argentina, including the Marth@en which is a high
grade underground silver mine and is operated dubaidiary of Coeur’ Alene Mines CorporatiorCoeur ¢ Alene”).
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Our Development Stage Royalty Interests
We also own the following royalty interests that aurrently in development stage and are not yptaduction:

. Taparko: Subject to completion of our funding commitmemé hold four royalty interests on the Taparko Repjecated in Burkina
Faso and operated by Societe des Mines de Tap&@km(ita”), a subsidiary of High River Gold Minesd.t(“High River”). Our four
royalty interests at the Taparko Project i

—  TB-GSR1 — A production payment equivalent to 816SR royalty on all gold produced from the Tapapkoject until
either cumulative production of 804,420 ouncesaiigs achieved or until we receive $35 millioncimmulative payment:

-  TB-GSR2 - A production payment equivalent to 8R&8ding-scale royalty, which ranges from 0% t&4 ®n all gold
produced from the Taparko Project. At a gold pat&600 per ounce, the sliding-scale royalty rateild be 6.0%. TB-
GSR2 remains in force until the termination of-GSR1,;

—  TB-GSR3 - A perpetual 2% GSR royalty on all gotdduced from the Taparko Project area. GBR3 will commence upc
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 therR@jpaioject processing
facilities that is mined from any area outside Tiagarko Project are

Receipt of royalty revenue on the Taparko Projgenticipated to commence in the third quarteratéradar 2007.

. Pefiasquito and Pascua-Lamadn January 2007, we acquired the Pefasquito tyogald on March 9, 2007, we acquired the Pascua-
Lama royalty. For a discussion of the PefiasquitbRescua-Lama acquisitions, see “Recent DevelogmeRbyalty Acquisitions —
Pefiasquito” and“— Pascui-Lama” below for further information

. Gold Hill : Unpatented mining claims and a sliding-scale N&Rilty on the Gold Hill deposit, located in Nye@wy, Nevada. The
sliding-scale ranges from 1.0%, when the gold pdcE350 per ounce or less, to 2.0% when the gate ;s above $350 per ounce.
Production on the Gold Hill deposit is expecteg@dmmence once permitting is completed and equipifnemt the Round Mountain
pit becomes available. Please see “Recent DevelaismeRoyalty Acquisitions —Gold Hill ” below for further information
regarding the Gold Hill acquisitiol

Operators’ Production Estimates by Royalty for Calexdar 2007

The following table shows estimates received framdperators of our producing mines during the §tearter of calendar 2007 indicating
production attributable to our royalty interests dalendar year 2007. The estimates are preparétehyperators of the mining properties.

do not participate in the preparation or verifioatdf the operators’ estimates and have not indigrgty assessed or verified the accuracy of
such information. See Part Il, Item IA, “Risk Faste-Estimates of production by the operators of mimeshich we have royalty interests
subject to changé&of this Quarterly Report on Form 10-Q for furthaetail.
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Reported Productio

Calendar 2007 Productic Through
Royalty Operatol Metal Estimate March 31, 200°®
Pipeline GSR: Barrick Gold 478,543 o: 106,925 o:
Pipeline GSR: Barrick Gold 12,762 oz 4,471 oz
Pipeline GSR: Barrick Gold 491,305 oz 106,925 o:
Pipeline NVR1 Barrick Gold 264,843 o: 68,000 oz
Robinson®) Quadra Gold 68,058 o0z 31,238 0z
SJ Claims Barrick Gold 799,160 o: 279,300 o:
Leeville Newmont Gold 337,000 o: 49,464 oz
Bald Mountain Barrick Gold 90,811 oz 13,459 oz
Mulatos Alamos Gold 150,397 o: 26,759 oz
Troy @ Revett Silver 2.0 million oz 302,173 o:
Martha Coeur (Alene Silver 2.7 million oz 700,060 o:
Troy @ Revett Copper 15.9 million lbs 2.9 million Ibs
Robinson®) Quadra Copper 136.3 million Ibs 40.5 million Ibs

(1) Recovered metal contained in concentr

(@ Reported production relates to the amount of neetidls, subject to our royalty interests, throughdid@1, 2007, as reported to us by
operators of the mine

In addition, receipt of royalty revenue at the Ti&kpgproject is scheduled to commence in the thaérdar quarter of 2007. High River
estimates that calendar year 2007 gold productifiroerapproximately 62,000 ounces.

Recent Developments

Royalty Acquisitions

Pascui-Lama

On March 9, 2007, we, through a newly-formed, wollvned Chilean subsidiary, Royal Gold Chile Lindéa(*"RGCL"), acquired an NSR
sliding-scale royalty on gold which is derived fra@rtain mineral concessions at the Pascua-Lamegbtocated in Chile for $20.5 million.
Barrick, through its subsidiaries, owns the Padcama project, and is targeting production to comeeen calendar year 2010. The
acquisition also includes an NSR royalty on cofdpmn reserves located in Chile sold after Janua017.

The NSR slidingscale royalty ranges from 0.16%, when the averageteyly gold price is $325 per ounce or less,.08%, when the avera
quarterly gold price is $800 per ounce or more. dtguisition also includes a 0.22% fixed-rate coppgalty that applies to 100% of the
Pascua-Lama copper reserves in Chile but doesketffect until after January 1, 2017.

Pefiasquito

On January 23, 2007, we acquired a 2.0% NSR roymityest on the Pefiasquito project located irStia¢e of Zacatecas, Mexico, from
Kennecott Exploration Company, a Delaware corpomatand Minera Kennecott S.A. de C.V., a compaggriporated under the laws of
Mexico for $80 million in cash and 577,434 shareswr common stock. We also obtained the rightcuére any or all of a group of NSR
royalties ranging from 1.0% to 2.0% on various ottencessions in the same region. On April 27, 20@7notified Kennecott Exploration
Company of our intention to acquire the royaltiescertain of these concessions. No additional demation was paid upon notification. Our
right to acquire the remaining royalties expired\éay 1, 2007.
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The Pefiasquito project is composed of two main siepoalled Pefiasco and Chile Colorado and is uhelezlopment by a subsidiary of
Goldcorp Inc. (“Goldcorp”). The Pefasquito projaosts one of the world’s largest silver, gold amat zeserves while also containing large
lead reserves. The Pefasquito project is not cilyrienproduction and according to the feasibibtyidy completed on July 31, 2006 (filed
with the Canadian Securities Administrators by Gfa®old Ltd. and available at www.sedar.com), theenlife is anticipated to last
approximately 17 years. The feasibility study asticipates initial mine start-up in late caleng@68 with full production being reached in
calendar 2012.

Gold Hill

On December 8, 2006, Royal Gold paid $3.3 milloMNevada Star Resource Corp. in exchange for mgigtale NSR royalty and certain
unpatented mining claims on the Gold Hill depoEite NSR sliding-scale royalty on the Gold Hill dsjpavill pay 2.0% 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. The Gold Hiéposit, located just north of the Round Moungoid mine in Nye County, Nevada, is
controlled by Round Mountain Gold Corporation, mjawenture between subsidiaries of Kinross GoldpBoation, the operator, and Barrick.
Production on the Gold Hill deposit is expectedammence once permitting is completed and equipfnemt the Round Mountain pit
becomes available.

Other developments

Proposed Acquisition of Battle Mountain Gold Expliion Corp.

On April 17, 2007, Royal Gold entered into an Agneat and Plan of Merger (the “Merger Agreement'fhvBattle Mountain Gold
Exploration Corp. (“Battle Mountain”) and Royal BatMountain, Inc. (“Merger Sub”), a newly-formeddawholly-owned subsidiary of
Royal Gold, pursuant to which Merger Sub will bergeal into Battle Mountain with Battle Mountain siving as a wholly-owned subsidiary
of Royal Gold.

Under the terms of the Merger Agreement, the camattbn payable to Battle Mountain shareholdersde@pend on the average trading price
of Royal Gold’s common stock for a period precedimg closing, and ranges from 1,634,410 Royal Ghhtes, if Royal Gold’stock price i
$29.00 or below, to 1,570,507 Royal Gold shareRpifal Gold’s stock price is $30.18 or above. Agadional adjustment will be made
between these two trading prices. On a per shais,iRoyal Gold will pay Battle Mountain sharehokibetween 0.0172 and 0.0179 shar
Royal Gold's common stock. This consideration &alubject to a potential holdback of approximas&y00 Royal Gold shares, or
approximately 0.0006 Royal Gold shares on a paedbasis, for contingent liabilities.

The closing of the Merger Agreement is subjectadous closing conditions, including approval bg Battle Mountain shareholders,
satisfactory completion of Royal Gold’s due diligeron Battle Mountain, receipt of regulatory apisysettlement of the litigation giving
rise to the contingent liabilities described abam] satisfaction of other customary conditions.

The Merger Agreement contains certain terminatights for both Royal Gold and Battle Mountain.H&tMerger Agreement is terminated
under certain specified circumstances, Battle Mannwill be required to pay Royal Gold up to $3.Blion plus Royal Gold's expenses
incurred in the transaction. If the Merger Agreefristterminated under alternate specified circumsta, Royal Gold will be required to pay
Battle Mountain up to $1.0 million plus Battle Mdam’s expenses incurred in the transaction.

In connection with the proposed merger, on Marck08,7, Royal Gold obtained a support agreemenbatidn to purchase from Mark
Kucher, Chairman of Battle Mountain, and IAMGOLD rgoration their respective shares of common stddkattle Mountain. These supp
agreements also provide that Mr. Kucher and IAMGQCZ@rporation will vote for and support the mergere shares subject to these support
agreements and options represent approximately¥@86fahe outstanding shares of Battle MountainMamch 30, 2007, Royal Gold and
Battle Mountain entered into a Voting Limitation isgment pursuant to which Royal Gold has agredddbang a specified time period, but
generally, if a superior bona fide acquisition prsgl is made for Battle Mountain, Royal Gold wilitrvote more than 39.9% of the total
number of shares of Battle Mountain common stoc¢kled to vote in favor of the proposed Merger miopposition to such competing
transaction.

In connection with the proposed merger, on March22®7, Royal Gold entered into a Bridge FinancglaAgreement with Battle
Mountain and its whollyawned subsidiary BMGX (Barbados) Corporation, asdwers, whereby Royal Gold has agreed to makdadblaitc
the borrowers a bridge facility of up to $20 miliicOutstanding principal, interest and expensegutie: bridge facility may

33




Table of Contents

be converted at Royal Gold’s option into Battle Mtain common stock, par value $0.001, at a coneengiice per share of $0.60 any time
during the term of the bridge facility. The maximamount of availability under the bridge facilitylwbe reduced to $15 million in the event
Battle Mountain does not acquire an identified Hyyaterest on or prior to April 14, 2007. As opAl 14, 2007, Battle Mountain did not
acquire the identified royalty interest; therefdiee amount available under the bridge facility weduced to $15 million. The bridge facility
will mature March 28, 2008.

As of March 31, 2007, approximately $13.91 millaggregate principal amount has been advanced tte B&duntain under the bridge
facility and is recorded dsote receivable — Battle Mountain Gold Exploratamthe consolidated balance sheets of Royal Gotdrdst on
advances under the bridge facility will accruehat LIBOR Rate plus 3% per annum. Accrued interaghe $13.91 million aggregate
advanced under the bridge facility is recorded wvitliote receivable — Battle Mountain Gold Exploratmmthe consolidated balance shee
Royal Gold as of March 31, 2007.

Internal Review of Stock Option Matte

On December 12, 2006, a Wall Street Journal antaiked the topic that certain officers of publienpanies, including the chairman of the
Company, may have backdated the exercise of cestdireir options based on the frequency of exescxcurring on dates with low trading
prices during the month of exercise. Promptly aftarning of the story, the chairman of the Compadhyised the board of directors’ audit
committee regarding the matter. The audit committea initiated a voluntary review and retaineceijpeindent counsel to assist in its review
of stock option practices. On February 7, 2007 jiidependent counsel made its final report to thiditaaommittee of its findings.

The principal findings of that report were as folk

. The review of stock option exercise informati@mvered the period from 1990 to 2002. The reviewntboo evidence that the
Company had a policy or sanctioned practice of fieng backdating of stock option exercise da

. Counsel was unable to conclude that intentionaktating of stock option exercise dates occuweth rule out the possibility that
such intentional backdating did occur. Counsel tbseveral instances in which two current officerd aeveral former officers of the
Company (and two instances in which a former oetslidector) exercised stock options on the dayagsdvhen the trading price for
the Compan’s common stock during the month of exercise wae

. Counsel found that the conduct of the currensigemt and chief executive officer, chief finana#icer, general counsel, and
controller is not implicated in any way in the igsithat were subject of the revie

. The review found no evidence that any curreriboner officer's conduct involved any effort to read investors, to inaccurately
improve the financial results of the Company, ooltain any personal benefit at the expense o€tirapany

. Counsel also reviewed the Company’s stock oggiamt procedures since 1990. The review found mbeece that the Company’s
stock option grant dates had been backdi

. Counsel also found historical weaknesses intiialezontrols with respect to exercise of stockamiand the stock option practices
generally, but found that such historical weakng&sénternal controls have been remediated. S¥MER2, internal controls regarding
the Compan’s stock option practices have been substantiatiyaged

The Company has concluded that there is no taimandéial statement impact resulting from the revahits stock option exercise and grant
practices.
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Results of Operations
Quarter Ended March 31, 2007, Compared to Quartde& March 31, 2006

For the quarter ended March 31, 2007, we recordéthnome of $3,438,615, or $0.14 per basic andetil share, as compared to net earr
of $1,819,139, or $0.08 per basic and diluted sHarehe quarter ended March 31, 2006.

For the quarter ended March 31, 2007, we receivid toyalty revenue of $11,208,556, at an avegageé price of $650 per ounce, compared
to royalty revenue of $5,760,750, at an averagd gote of $554 per ounce for the quarter endedcMad, 2006. Royalty revenue and the
corresponding production attributable to our royaiterests, for the quarter ended March 31, 200mpared to the quarter ended March 31,
2006, is as follows:

Royalty Revenue and Production Subject to Our Rgyaterests
Quarter Ended March 31, 2007 and 2006

Quarter Endel Quarter Ender
March 31, 200° March 31, 200¢
Royalty Reportec Royalty Reportec
Royalty Metal(s) Revenue Productior® Revenue Productior(®
Pipeline Gold $ 4,863,01! 111,39t0z. $3,197,05 98,80: 0z.
SJ Claims Gold $ 1,633,57. 279,30(0z. $1,306,25' 261,60: 0z.
Leeville Gold $ 620,87 49,4620z. $ 251,99° 25,58: 0z.
Bald Mountain Gold $ 110,08 13,45¢0z. $ 427,88¢ 35,29’ oz.
Robinson®) $ 2,714,96! $ N/A
Gold 31,23t oz. N/A
Coppet 40.5 millior Ibs N/A
Mulatos(®) Gold $ 266,11: 26,75¢ oz. N/A
Troy $ 820,15¢ $ 432,36
Silver 302,17 0z. 225,58( 0z.
Coppet 2.9 million Ibs. 1.8 million Ibs,
Martha Silver $ 179,77 700,06(0z. $ 145,18 749,15¢ 0z.
Total Revenut $11,208,55 $5,760,75I

1) Receipt of royalty revenue commenced during ourtfoquarter of fiscal year 200

(@ Reported production relates to the amount of hseti@s, subject to our royalty interests, forttivee months ended March 31, 2007, as
reported to us by the operators of the mi

The increase in royalty revenue for the quarteedridarch 31, 2007, compared with the quarter eddi@aeth 31, 2006, primarily resulted
from an increase in metal prices, increased praaluétt the Pipeline Mining Complex and Troy minedaayments from the recently
acquired Robinson and Mulatos royalties. The cadatbn of CVP contributed $377,728 to royalty rewe during the three months ended
March 31, 2007, $353,519 of which is eliminatedrirmcome as minority interest in income of consatél subsidiary. See Note 12 to the
consolidated financial statements for further infation.

Cost of operations increased to $711,765 for tleetquended March 31, 2007, compared to $475,68téquarter ended March 31, 2006.
The increase was primarily due to an increasedrNvada Net Proceeds Tax expense, which resuitedndy from an increase in royalty
revenue from the Pipeline Mining Complex, Leeviiing Complex and the recently acquired Robinsoyalty.

General and administrative expenses increased,5&%$296 for the quarter ended March 31, 2007, ewatpto $1,325,572 for the quarter
ended March 31, 2006. The increase was due tocasase in
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legal and accounting fees of approximately $226,p8@narily due to the internal review of stock iopt matters conducted during the quarter
by the Company.

Exploration and business development expensesatsmdo $679,229 for the quarter ended March 317, 28bmpared to $1,210,452 for the
quarter ended March 31, 2006. The decrease wasfisirdue to a decrease in exploration costs of@pmately $263,000 and a decrease in
consulting services associated with business dpueat of approximately $191,000.

Depreciation, depletion and amortization increase$,561,551 for the quarter ended March 31, 266mpared to $1,006,467 for the que
ended March 31, 2006. The increase was primariéytdwadditional depletion incurred of approximat®h40,000, as a result of the recent
Robinson and Mulatos royalty acquisitions. Incrégseduction and an increase in depletion ratestiol_eeville Mining Complex and Troy
mine royalties resulted in additional depletiorapproximately $721,000 over the prior period.

As discussed in Note 7 in the accompanying Not&otsolidated Financial Statements, the Finanatalfinting Standards Board (“FASB”)
issued FASB Statement No. 123 (revised 2084are-Based PaymefiBFAS 123(R)”). SFAS 123(R) requires all sharedzthpayments to
employees, including grants of employee stock mgtioestricted stock, and performance shares, tedzgnized in the financial statements
based on their fair values. In accordance with SEAHR), the Company recorded total non-cash stookpensation expense related to our
equity compensation plans of $402,232 for the gnamded March 31, 2007, compared to $695,75&qtiarter ended March 31, 2006.
Our non-cash stock compensation is allocated amosgof operations, general and administrative,equoration and business development
in our consolidated statements of operations antpcehensive income. The total non-cash compensatipense allocated to cost of
operations, general and administrative expensesegploration and business development expensebdajuarter ended March 31, 2007,
was $47,916, $240,623 and $113,693, respectiveiypared with $103,097, $337,237 and $255,424, otispdy, for the quarter ended

March 31, 2006.

Interest and other income decreased to $457,3 A éaquarter ended March 31, 2007, compared to,$825or the quarter ended March 31,
2006. The decrease is primarily due to a decreafieis available for investing over the prior pelri

Interest and other expense increased to $670,18Bdauarter ended March 31, 2007, compared tgb86Xfor the quarter ended March 31,
2006. The increase is due to interest paid dutiegperiod for the outstanding revolving credit fiscbalance and the note payable to RGCL,
as discussed below in “Capital and Liquidity Resest”

For the three months ended March 31, 2007, we dedoturrent and deferred tax expense of $1,68%@6tpared with $677,593 during the
three months ended March 31, 2006. Our effectixeate for the three months ended March 31, 20@5, 32.9%, compared with 27.1% for
the three months ended March 31, 2006. The inclieasgr effective tax between periods was the tesfud decrease in percentage depletion
attributable to maturing royalty interests in malguroperties.

Nine Months Ended March 31, 2007, Compared to Moaths Ended March 31, 20t

For the nine months ended March 31, 2007, we recbnét income of $14,034,404, or $0.59 per basicdéinted share, as compared to net
earnings of $7,783,865, or $0.34 per basic andatilghare, for the nine months ended March 31,.2006

For the nine months ended March 31, 2007, we redeivtal royalty revenue of $33,992,487, at anayegold price of $629 per ounce,
compared to royalty revenue of $20,163,677, atvenage gold price of $493 per ounce for the ninattmoended March 31, 2006. Royalty
revenue and the
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corresponding production attributable to our royaiterests, for the nine months ended March 30726ompared to the nine months ended
March 31, 20086, is as follows:

Royalty Revenue and Production Subject to Our Rgyaterests
Nine Months Ended March 31, 2007 and 2006

Nine Months Ende:
March 31, 200°

Nine Months Ende:
March 31, 200¢

Royalty Reportec Royalty Reportec

Royalty Metal(s) Revenue Productior(® Revenue Productior(®
Pipeline Gold $15,100,99 375,09:0z. $14,094,02 523,40( oz.
SJ Claims Gold $ 3,990,39 704,56¢0z. $ 3,415,63. 763,19¢0z.
Leeville Gold $ 2,085,06! 182,56:0z. $ 623,51: 70,57¢0z.
Bald Mountain Gold $ 1,047,741 76,87(0z. $ 639,68( 61,87¢0z.
Robinson®) $ 8,648,73. $ N/A

Gold 56,99¢ 0z. N/A

Coppet 84.6 millior Ibs. N/A
Mulatos®) Gold $ 695,52 73,062 0z. N/A
Troy $ 1,840,43. $ 1,081,66!

Silver 673,68(0z. 661,03: 0z.

Coppet 6.0 million Ibs. 5.3 million Ibs,
Martha Silver $ 583,59 2.4 millionoz. $ 309,16 1.8 million oz.

Total Revenut $33,992,48 $20,163,67

@) Receipt of royalty revenue commenced during ourtfoquarter of fiscal year 200

@  Reported production relates to the amount of hsetles, subject to our royalty interests, forniree months ended March 31, 2007, as
reported to us by the operators of the mi

The increase in royalty revenue for the nine moetided March 31, 2007, compared with the nine nwetided March 31, 2006, primarily
resulted from an increase in metal prices, increé@seduction at the Leeville Mining Complex, thel&ountain mine, and payments from
the recently acquired Mulatos and Robinson royalfféne consolidation of Crescent Valley PartnerB, (‘*CVP”) contributed $1,136,189 to
royalty revenue during the nine months ended M&&;H007, $1,063,272 of which is eliminated froroame as minority interest in income
of consolidated subsidiary. See Note 12 to theaaeted financial statements for further inforroati

Cost of operations increased to $2,279,891 fonthe months ended March 31, 2007, compared to 81888 for the nine months ended
March 31, 2006. The increase was primarily duenttarease in the Nevada Net Proceeds Tax expehseh resulted primarily from an
increase in royalty revenue from the Leeville Mimi@omplex, the Bald Mountain mine and the receatiguired Robinson royalty.

General and administrative expenses increased,#3%$£217 for the nine months ended March 31, 266mpared to $3,933,077 for the nine
months ended March 31, 2006. The increase was plyndaie to an increase in legal and accounting fe®a result of the internal review of
stock option matters during the period of approxatha$267,000.

Exploration and business development expensesatsado $1,570,400 for the nine months ended M2tcR007, compared to $2,671,702
for the nine months ended March 31, 2006. The dseravas primarily due to a decrease in exploraiists of approximately $394,000, a
decrease in non-cash compensation expense alldoagegloration and business development expenapmbximately $251,000 and a
decrease in consulting services for business dpredat of approximately $325,000.

Depreciation, depletion and amortization increase$b, 750,412 for the nine months ended March 8Q72compared to $2,934,936 for the
nine months ended March 31, 2006. The increase was
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primarily due to additional depletion incurred gipgoximately of $1.6 million, as a result of theeat Robinson and Mulatos royalty
acquisitions. Increased production and an increadepletion rates for our Leeville Mining Complard Troy mine royalties resulted in
additional depletion of approximately $1.4 milliomer the prior period.

In accordance with SFAS 123(R), the Company reabtdial non-cash stock compensation expense refatear equity compensation plans
of $1,724,753 for the nine months ended March B072compared to $2,008,584 for the nine monthe@hdiarch 31, 2006. Our non-cash
stock compensation is allocated among cost of tipesa general and administrative, and exploragind business development in our
Consolidated Statements of Operations and Compseleemcome. The total non-cash compensation expalhscated to cost of operations,
general and administrative expenses, and exploratid business development expenses for the ninghsended March 31, 2007, was
$221,785, $1,082,055 and $420,913, respectiveippened with $259,761, $1,078,265 and $670,558¢entsely, for the nine months ended
March 31, 2006.

As of March 31, 2007, there was $1,287,440, $2 /8%, ,and $589,938 of total unrecognized non-castkstompensation expense related to
our non-vested stock options, Restricted StockRerflormance Shares, respectively, granted undezquity compensation plan. We expect
to recognize the non-cash compensation expendeddtaour non-vested stock options, RestrictedkSémd Performance Shares over a
period of 1.94 years, 2.6 years, and 1.25 yeaspeddively.

Interest and other income increased to $2,382,82&¢& nine months ended March 31, 2007, compar&@,269,347 for the nine months
ended March 31, 2006. The increase is due to higkenest rates on our invested cash over the peadod.

Interest and other expense increased to $801,88hdmine months ended March 31, 2007, compar&d 16,315 for the nine months ended
March 31, 2006. The increase is due to additiamakeést paid during the period for the outstandewglving credit facility balance, as
discussed below in “Capital and Liquidity Resourtes

For the nine months ending March 31, 2007, we neizegl current and deferred tax expense totalin§4%6936 compared with $3,410,240
during the nine months ended March 31, 2006. Tdsslted in an effective tax rate of 32.1% in therexnt period compared with 30.5% in the
prior period. The increase in our effective taxeratthe result of a decrease in our estimatedaieths associated with percentage depletion.
The increase was also partially offset by a deer@gasur State of Colorado tax rates.

Liquidity and Capital Resources
Overview

At March 31, 2007, we had current assets of $28llfomcompared to current liabilities of $5.7 nidlh for a current ratio of 5 to 1. This
compares to current assets of $84.7 million andeaitiabilities of $3.3 million at June 30, 2006sulting in a current ratio of approximately
26 to 1. The decrease in the current ratio is dineguily to a decrease in available cash of appnately $59.3 million and an increase in our
accounts payable of approximately $2.6 million. @uailable cash decreased during the period asudt i our acquisition of the Pefiasquito
royalty (cash consideration portion) for approxietat$80.6 million, including transaction costs; @aquisition of the Pascua-Lama royalty
for approximately $20.8 million, including transiact costs; our additional funding of the High Riveyalties of $14.9 million; and our
acquisition of the Gold Hill royalty for $3.3 mitin. These payments were partially offset by cashived from royalty income of
approximately $25.2 million along with $60 millioaceived from our revolving credit facility takedosvduring the period. Our accounts
payable increased as a result of additional NeleddProceeds Tax payable, which is due to an isergaroyalty revenue from our Nevada
properties during the period.
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During the nine months ended March 31, 2007, liguideeds were met from $32.5 million in royaltyeaues (net of minority interest),
$60 million credit facility takedown, our availakdash resources and interest and other income.4fr§ilion.

We believe that our current financial resourcesfands generated from operations will be adequat®aver anticipated expenditures for
general and administrative expense costs, exptoraind 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.

Recent Liquidity and Capital Resource Developments

Equity Offering

In April 2007, we sold 4,000,000 shares of our camratock, at a price of $29.25 per share, resuitimgoceeds of approximately

$110.9 million, which is net of the underwriterdiscount of $5.6 million and estimated transactiosts of approximately $500,000. A port
of the net proceeds in this equity offering wasdugerepay the outstanding balance under our ravpleredit facility with HSBC Bank USA,
National Association"HSBC Bank”), as discussed below in “— Recent Ldjtyi and Capital Resource Developmertsiendment to HSBC
Loan Agreemer,” while the remaining net proceeds are intended tasee to fund the acquisition and financing of iddal royalty interest
and for general corporate purposes.

The underwriters of this equity offering were gethan option to purchase up to 600,000 additidmaies of our common stock to cover over-
allotments. On May 3, 2007, the underwriters puseldean additional 400,064 shares of our commork gtecsuant to their over-allotment
option. The additional purchase to cover over-aikrits will result in additional proceeds of approately $11.0 million, which is net of the
underwriter's discount of approximately $656,000.

Chilean Term Loan Agreement

On March 1, 2007, RGCL, a wholly-owned subsidiafjRoyal Gold, entered into a $15.75 million termardfacility bearing interest at

LIBOR plus 0.25% pursuant to a Term Loan Agreenbetiveen RGCL and HSBC Bank. Pursuant to the tefrtteedlerm Loan Agreement,
Royal Gold must maintain a restricted interest-imgpsecurities account (the “Collateral Account’HSBC Securities (USA) Inc. with a
balance equal to or in excess of the outstandinguais on the $15.75 million term loan. In connettiath the Term Loan Agreement, Royal
Gold entered into a Guarantee (the “Guarantee™)erbenefit of HSBC Bank to guaranty RGCL's ohtligas under the Term Loan
Agreement and a security agreement granting HSBk Basecurity interest in the Collateral Accounsécure RGCL'’s obligations under the
Term Loan Agreement and its obligations under thar@ntee. The loan will mature on March 1, 2012 $h5.75 million balance in the
Collateral Account as of March 31, 2007, is recdrdsRestricted cash-compensating balamcethe Company’s consolidated balance sheets.

Amendment to HSBC Loan Agreenr

On January 5, 2007, the Company and a wholly-ovauedidiary entered into the Second Amended ancaiRest.oan Agreement
(“Amendment”) with HSBC Bank USA, National Assoatat (“‘HSBC Bank”). The Amendment increased our eatirevolving credit facility
from $30 million to $80 million and extends the mwétly date of the credit facility to December 301D. The Company’s borrowing base will
be calculated based on our royalties and will lit@alty based on its GSR1, GSR3, and NVR1 royaléiethe Pipeline Mining Complex and
SJ Claims, Leeville Mining Complex, Bald MountaimdaRobinson royalties.
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The initial availability under the borrowing basesvthe full $80 million under the credit facili%ks of April 15, 2007, the total availability
under the borrowing base was decreased to $71lidmirhe Company and the wholly-owned subsidiasanged HSBC Bank security
interests in the following: the Company’s GSR1, @S&d NVR1 royalties at the Pipeline Mining Comgplidhe Company’s SJ Claims,
Leeville Mining Complex, Bald Mountain and Robinsmyalties; and the Company’s debt reserve accalHSBC Bank.

As of March 31, 2007, we had drawn $60 million unithe revolving credit facility primarily to compkethe closing of the Pefiasquito and
Pascua-Lama royalty acquisitions, as discusseate Rto the consolidated financial statementsofAdarch 31, 2007, the Company paid
approximately $511,000 in interest associated wittstanding credit facility. As of April 30, 200We have paid down the $60 million
outstanding under the credit facility and $71.4lioml remains available under the revolving crediility.

Inventory-restricted

None of the gold current held in inventory is #ftiited to Royal Gold, as the gold allocated to R&mld is typically sold with five days «
receipt. Please see Note 11 to the consolidateddial statements for further discussion.

Note Receivabl— Battle Mountain Gold Exploration

On March 28, 2007, Royal Gold entered into a Brielgeance Facility Agreement with Battle Mountairdats wholly-owned subsidiary
BMGX (Barbados) Corporation, as borrowers, wher@byal Gold has agreed to make available to theol@rs a bridge facility of up to
$20 million. As of March 31, 2007, approximately31 million aggregate principal amount has bearaaded to Battle Mountain under the
bridge facility and is recorded &fote receivable — Battle Mountain Gold Exploratamthe consolidated balance sheets of Royal Gold.
Please see “Recent Developments — Other develogpmemroposed Acquisition of Battle Mountain Gold Exjliion Corp.” within this
MD&A for further information.

Dividend Increast

On November 8, 2006, the Company announced thBbisd of Directors increased the Company’s anfeaéndar year) dividend from
$0.22 to $0.26, payable on a quarterly basis di@®per share of common stock, quarterly dividesfdg0.065 per share were paid on
January 19, 2007 and April 20, 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 recognitimashold and measurement attribute
for the financial statement recognition and measerg 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 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 @t fwatransfer a liability between market participgain the market in which the reporting en
transacts. In this standard, the FASB clarifiesghiciple that fair value should be based on g$®mimptions market participants would use
when pricing the asset or liability. The provisimfsStatement No. 157 are effective for our figesdhr 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 Yéigstatements when Quantifying Misstatements imedaity ear Financial Statements.”
SAB 108 was issued in order to eliminate the ditgis practices surrounding how public companieamtify and evaluate the materiality of
financial statement misstatements. SAB 108 providasonce a current year misstatement has beenifigd, the guidance in Staff
Accounting Bulletin No. 99Financial Statements — Materialityshould be applied to determine whether the nteistent is material and
should result in an adjustment to the financialesteents. SAB 108 is effective for the first fisgalr ending after November 15, 2006. The
Company elected early application of SAB 108 duitaghird quarter ending
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March 31, 2007. Please see Note 12 to the consetidemancial statements for further discussiothefeffect of the Company’s early
application of SAB 108.

In February 2007, the FASB issued Statement No, ‘158e Fair Value Option for Financial Assets and Fingl Liabilities” , which allows
entities to choose to measure many financial insgnts and certain other items at fair value. StaterNo. 159 is effective as of the
beginning of an entity’s first fiscal year that lregafter November 15, 2007. The Company is evigadhe impact, if any, the adoption of
Statement No. 159 could have on our financial siatgs.

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 contaihedein. The words “believe,” “estimate,” “expecthticipate,” and “project” and similar
expressions are included to identify forward-logkstatements. Such forward-looking statements deckiatements regarding projected
production and reserve estimates from the operafavsr royalty properties, the adequacy of finahoeésources and funds to cover
anticipated expenditures for general and adminigg@xpenses as well as capital expenditures asis @ssociated with business
development and exploration, settlement of the Gdiarmatter, the potential need for additional fmgdfor acquisitions, our future capital
commitments and our expectation that substantalligur revenues will be derived from royalty irgsts. Factors that could cause actual
results to differ materially from these forward-kinng statements include, among others:

. changes in gold and other metals pri

. the performance of our other producing royalty grips;

. decisions and activities of the operators of oyahy properties

. the ability of operators to bring projects into guation and operate in accordance with feasibditidies;
. unanticipated grade, geological, metallurgical cessing or other problems at these propel
. changes in project parameters as plans of the toperare refinec

. changes in estimates of reserves and mineralizhtiaghe operators of our royalty properti

. economic and market conditior

. future financial need:

. foreign, federal or state legislation governingoushe operators

. the availability of royalties for acquisition orhar acquisition opportunitie

. our ability to make accurate assumptions reggrthie valuation and timing and amount of royaltymants when making
acquisitions

. risks associated with conducting business inigoreountries, including application of foreign lsso contract and other disputes,
environmental laws and enforcement and uncertditiqad and economic environmen

41




Table of Contents

. the ultimate additional liability, if any, to theele of California in connection with Casmalia regtand

. future interpretations and complexity under FlBR4and SAB 108 and related accounting rules amdpretations of such rules in
relation to CVP

as well as other factors described elsewhere irhanual Report on Form 10-K and other reports fildth the Securities and Exchange
Commission (the “SEC”). Future events and actusdlte could differ materially from those set fonth contemplated by, or underlying the
forward-looking statements. Most of these factaesteeyond our ability to predict or control. Futenents and actual results could differ
materially from those set forth in, contemplated dryunderlying the forward-looking statements. t&elaim any obligation to update any
forward-looking statement made herein. Readersaugoned not to put undue reliance on forward-ioglstatements.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

Our earnings and cash flow are significantly impddby changes in the market price of gold. Goldgwican fluctuate widely and are affec
by numerous factors, such as demand, productiaidegconomic policies of central banks, produesiging, 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 nine months ended March 31, 2007, werted royalty revenues of $34.0 million, with areeage gold price for the period of
$629 per ounce. The Company’s GSR1 royalty, orPipeline Mining Complex, which produced approxinhatl% of the Company’s
revenues for the period, is a sliding-scale royaiityh variable royalty rate steps based on theaget.ondon PM gold price for the period.
These variable steps are described in the Compamyisal Report on Form 10-K. For the nine monthdezhMarch 31, 2007, if the price of
gold had averaged higher or lower by $20 per outheeCompany would have recorded an increase oedse in revenues of approximately
$729,000. Due to the set price steps in GSR1,fthete of changes in the price of gold cannot hteagrolated 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 procesiuie 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 reportednwtiith 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 bgit evaluation of our disclosure controls and pthwes as of March 31, 2007, concluded
that our disclosure controls and procedures wdeetiafe for this purpose.

In coming to the conclusion that our disclosuretaas and procedures were effective as of Marct2B0y, our management considered the
control deficiency related to the periodic reviefittee application of generally accepted accountirigciples, which resulted in an error
related to the effect of proportionately, rathearttiully, consolidating Crescent Valley Partner®.L(“CVP”) within our previously issued
financial statements as disclosed in Note 12 tactmsolidated financial statements included in @usrterly Report on Form 10-Q. We
reviewed and analyzed the Securities and Exchaongan@ssion’s Staff Accounting Bulletin (“SAB”) No.99 “Materiality,” Accounting
Principles Board Opinion No. 28, “Interim FinancReporting,” paragraph 29, SAB Topic 5 F, “AccoungtiChanges Not Retroactively
Applied Due to Immateriality,” and SAB 108 “Considey the Effects of Prior Year Misstatements whara@tifying Misstatements in
Current Year Financial Statementsid took into consideration (i) that the adjustraéatadopt SAB 108 did not have a material impacthe
interim financial statements for the first and setquarters of fiscal 2007 taken as a whole; lfit the adjustments that would have been
made to fully consolidate CVP had we restated @iorual periods or the interim periods for fisda@ (had SAB 108 not been adopted)
would not have had a material impact on the finalratiatements for any such periods taken as a wfidl¢hat there was no cumulative
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impact on retained earnings or shareholders’ equitn adoption of SAB 108, nor would there havenbeeeumulative impact on retained
earnings, shareholders equity or net income forimigyim or annual periods prior to the adoptior5éB 108; and (iv) that we decided to
correct the error to our previously issued finahsiatements solely because the cumulative imgacily consolidating CVP, if recorded in
the current period, would have been material toctiveent quarter and estimated year’s results. asghe foregoing review and analysis,
our management concluded that the control defigi¢hat resulted in the error, both individually anden aggregated with other deficiencies,
did not constitute a material weakness.

Changes in Internal Controls

During the fiscal quarter ended March 31, 2007elveas no change in our internal controls oventaia reporting (as defined in Rule 13a-
15(f) under the Exchange Act) that has materidfigcied, or is reasonably likely to materially affeour internal controls over financial
reporting.

PART Il. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS
Not applicable
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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. In addition to the riaktors previously disclosed, we identify the daling risks related to our business:

Estimates of production by the operators of minesin which we have royalty interests are subject to change.

Production estimates are prepared by the operatdh® mining properties. There are numerous uatgnes inherent in estimating
anticipated production attributable to our royaitierests, including many factors beyond our cdrdrdhat of the operators of mineral
properties in which we have royalty interests. Vdendt participate in the preparation or verificataf production estimates and have not
independently assessed or verified the accurasydf information. The estimation of anticipateddurction is a subjective process and the
accuracy of any such estimates is a function ofjthadity of available data, reliability of produmti history, variability in grade encountered,
mechanical or other problems encountered and eagimgeand geological interpretation and operatdgjuent. Rates of production may be
less than anticipated. Results of drilling, metajical testing and production, and the evaluatibmime plans subsequent to the date of any
estimate may cause actual production to vary naigfrom such estimates.

Acquired royalty interests may not produce anticipated royalty revenues

The royalty interests we acquire may not produeeattiticipated royalty revenues. The success ofayaity acquisitions is based on our
ability to make accurate assumptions regarding#hgation and timing and amount of royalty paymeptsticularly acquisitions of royalties
on development stage properties. If the operates awt bring the property into production and ofgeiraaccordance with feasibility studies,
acquired royalty interests may not yield royaltyaeues or sufficient royalty revenues to be prbféaThe Taparko Project in Burkina Faso
and the Pefiasquito Project in Mexico representasgest development or pre-production stage royadtyuisitions to date. In addition, the
Pascua-Lama Project in Chile is in a pre-productiage. The failure of these projects to produdieipated royalty revenues may materially
or adversely affect our anticipated revenue ant @as/s and our return on investment.

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
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ITEM 5. OTHER INFORMATION
Not applicable

ITEM 6. EXHIBITS
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31.1
31.2
32.1

32.2
99.1

Agreement and Plan of Merger, dated April 17, 2@07Wpng Battle Mountain Gold Exploration Corp., Rogald, Inc. and
Royal Battle Mountain, Inc. (filed as Exhibit 2d Royal Gold’s Current Report on Form 8-K (File NN91-13357) on April 18
2007 and incorporated herein by referer

Term Loan Agreement between Royal Gold Chile Liodtand HSBC Bank USA, National Association, datedfaMarch 1,
2007

Guaranty between Royal Gold, Inc. and HSBC Bank U$#&tional Association, dated as of March 1, 2

Letter Agreement by Royal Gold, Inc. and accepte@éattle Mountain Gold Exploration Corp. dated &&ebruary 28, 2007
(filed as Exhibit 99.3 to Royal G¢'s Schedule 13D on March 15, 2007 and incorporageeim by reference

Option and Support Agreement by and between Rogéd,@nc. and Mark D. Kucher dated as of March@2 (filed as
Exhibit 99.1 to Royal Go’s Schedule 13D on March 15, 2007 and incorporateeii by reference

Option and Support Agreement by and between Rogél,@nc. and IAMGOLD Corporation dated as of Mag007 (filed
as Exhibit 99.2 to Royal Gc's Schedule 13D on March 15, 2007 and incorporategim by reference

Term Sheet by Royal Gold Inc. and accepted by 8Mthuntain Gold Exploration Corp. dated as of Faby28, 200"

Bridge Finance Facility Agreement among Battle MwaimGold Exploration Corp. and BMGX (Barbados) @anation as
Royal Gold, Inc. dated March 28, 2007 (filed as iBitt99.1 to Royal Gold’'s Schedule 13D/A (Amendmbiat 2) on April 2,
2007 and incorporated herein by referer

Secured Promissory Note by Battle Mountain Goldl&xgiion Corp. and BMGX (Barbados) Corporation twyRl Gold, Inc.
dated March 28, 2007 (filed as Exhibit 99.2 to Rdyald’s Schedule 13D/A (Amendment No. 2) on A@&;l2007 and
incorporated herein by referenc

Voting Limitation Agreement by and between Royald;¢nc. and Battle Mountain Gold Exploration Codated as of
March 28, 2007 (filed as Exhibit 10.1 to Royal Gsl@urrent Report on Form 8-K (File No. 0@3357) on March 30, 2007 a
incorporated herein by referenc

Certification of the President and Chief Executéicer 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 Execut®icer pursuant to Section 906 of the Sarbane®pAIct of 2002 (18 U.S.C.
1350).

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

Form of Amended Code of Ethics (filed as Exhibitl9&® the Company'’s current Report on Form 8-Kleg(No. 001-13357) on
November 13, 2006, and incorporated herein by eefss.)
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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: May 3, 2007 By: / s/ Tony Jense
Tony Jenser
President and Chief Executive Offic

Date: May 3, 2007 By: /s/ Stefan Weng
Stefan Wengel
Chief Financial Officer
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TERM LOAN AGREEMENT (this ‘Agreement”) dated as of March 1, 2007 among ROYAL GOLD CHILBMITADA, a Chilean
limited liability company, and HSBC Bank USA, Natal Association.

The parties hereto agree as follows:

ARTICLE 1
DEFINITION

SECTION 1.0Definitions. The following terms, as used herein, have thiediohg meanings:
“ Adjusted London Interbank Offered Rate ” has the meaning set forth in Section 2.05(b).

“ Affiliate ” means (i) any Person that directly, or indirecthyrough one or more intermediaries, controlsBberower (a “Controlling
Person”) or (ii) any Person which is controlled by onieder common control with a Controlling Person.used herein, the term “control”
means possession, directly or indirectly, of thevg@ioto vote 25% or more of any class of voting siies of a Person or to direct or cause the
direction of the management or policies of a Peragrether through the ownership of voting secsijtl®y contract or otherwise.

“ Applicable Lending Office ” means, (i) in the case of its Base Rate LoaresBéink’s Domestic Lending Office and (ii) in theseaof its
EuroDollar Loans, its EuroDollar Lending Office.

“ Asset Sale’ means any sale or other disposition (excludinglaase or license and any such transaction etfdntevay of merger or
consolidation) by the Borrower of any asset, bulwking dispositions of inventory, cash, cash egl@nts and other cash management
investments and obsolete, unused or unnecessaipneent, in each case in the ordinary course ofrftassi.

“ Availability Period ” means the period from and including the Closiragédthrough April 30, 2007.
“Bank " means HSBC Bank USA, National Association, itscgssors and assigns.
“ Base Rate’ means, for any day, a rate per annum equal t&Réference Rate for such day.

“Base Rate Loar’ means a Loan which bears interest at the Base asuant to the applicable Notice of BorrowingdNotice of
Interest Rate Election or the provisions of Article

“Borrower " means Royal Gold Chile Limitada, a Chilean lindifeability company.

“Borrowing " means a borrowing hereunder consisting of Loaaderto the Borrower on the same day pursuant iold2, all of which
Loans are of the same type (subject to Article 7).




A Borrowing is a “Base Rate Borrowing” if such Loans are Base Rate Loans orButoDollar Borrowing ” if such Loans are EuroDollar
Loans.

“Business Day means any day except a Saturday, Sunday or ddheon which commercial banks in New York City atthorized by
law to close.

“ Closing Date” means March 1, 2007.

“Collateral Account” means that certain securities account pledgedagdank by Guarantor under the Security Agreerteesécure
Guarantor’s obligations under the Royal Guarantee.

“Commitment ” shall mean $15,750,000, subject to reduction yamsto Section 2.06(b).

“ Control Agreement” means that certain Account Control Agreement, agnBank, Borrower and HSBC Securities, Inc., wébpect to
Collateral Account.

“Debt” means as to any Person: (i) indebtedness, presértuce, actual or contingent, of such Persorbfmrowed money or other ass
or for the deferred purchase price of propertyeovises (other than obligations under agreememtghéopurchase of goods and services in the
normal course of business which are not more taahefys past due); (ii) obligations of such Persoden capital leases, conditional sale
agreements or any other financing transaction;(@habligations of such Person under any direcingirect Guarantee in respect of, and
obligations (contingent or otherwise) to purchasetberwise acquire, or otherwise to assure a tedgainst loss in respect of, indebtedness
or obligations of any other Person of the kindemefd to in clause (i) or (ii) above.

“ Default " means any condition or event which constitute&aeant of Default or which with the giving of natior lapse of time or both
would, unless cured or waived, become an Eventsf&ilt.

“Dollars " means the lawful currency of the United States.
“Dollar Constraint ” shall have the meaning set forth in Section 8.08.

“Domestic Lending Office” means, as to the Bank, its office located aaddress set forth below its name on the signatage pereof as
its Domestic Lending Office or such other officetias Bank may hereafter designate as its Domestidling Office by notice to the
Borrower.

“ EuroDollar Business Day” means any Business Day on which commercial bank®pen for international business (including ideal
in dollar deposits) in London.

“EuroDollar Lending Office " means, as to the Bank, its office, branch ofliaté located at its address set forth below its@an the
signature page thereof as its EuroDollar Lendinfic®for such other office, branch or affiliate bétBank as it may hereafter designate as its
EuroDollar Lending Office by notice to the Borrower




“EuroDollar Loan " means (i) a Loan which bears interest at a Eutlab&ate pursuant to the applicable Notice of Baiing or Notice
of Interest Rate Election or (ii) an overdue amownhich was a EuroDollar Loan immediately beforbeatame overdue.

“EuroDollar Margin " means 0.25%.

“ EuroDollar Rate ” means a rate of interest determined pursuanetti& 2.05(b) on the basis of an Adjusted Londdarbank Offered
Rate.

“ EuroDollar Reserve Percentagé has the meaning set forth in Section 2.05(b).
“ Event of Default” has the meaning set forth in Section 6.01.
“Financing Documents’” means this Agreement, the Note, the Security Agrent, the Control Agreement and the Royal Guagante

“Group of Loans” means at any time a group of Loans consistin@all Loans which are Base Rate Loans at suck tm(ii) all
EuroDollar Loans having the same Interest Periczbieh timeprovidedthat, if a Loan is converted to or made as a Bage Roan pursuant
to Article 7, such Loan shall be included in thengaGroup or Groups of Loans from time to time asgatild have been in if it had not been so
converted or made.

“Guarantee” by any Person means any obligation, contingermtioerwise, of such Person directly or indirecthaganteeing any Debt or
other obligation for the payment of money of anlyastPerson and, without limiting the generalityttaf foregoing, any obligation, direct or
indirect, contingent or otherwise, of such Perspto(purchase or pay (or advance or supply fudstHe purchase or payment of) such Debt
or other obligation for the payment of money (wieethrising by virtue of partnership arrangemengsadgreement to purchase assets, goods,
securities or services, or to maintain financiatetnent conditions or otherwise) or (ii) entered iior the purpose of assuring in any other
manner the holder of such Debt or other obligatibthe payment thereof or to protect such holdairesy loss in respect thereof (in whole or
in part),providedthat the term Guarantee shall not include endoreenier collection or deposit in the ordinary cauof business. The term
“Guarantee” used as a verb has a correspondingingean

“ Guarantor " shall mean Royal Gold, Inc., a Delaware corponati
“Indemnitee " has the meaning set forth in Section 8.03(b).

“Interest Period ” means with respect to each EuroDollar Loan, tégal commencing on the date of borrowing specifiethe
applicable Notice of Borrowing or on the date sfiediin the applicable Notice of Interest Rate Ek@tand ending one, two or three months
thereafter, or such longer period, to the exteailable from the Bankprovidedthat:

(i) any Interest Period which would otherwéged on a day which is not a EuroDollar Business &lafl be extended to the next
succeeding EuroDollar Business Day unless suchBliar Business Day falls in another
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calendar month, in which case such Interest Peattiadl end on the next preceding EuroDollar Busirizeg,

(ii) any Interest Period which begins on thst[EuroDollar Business Day of a calendar montto(oa day for which there is no
numerically corresponding day in the calendar meautine end of such Interest Period) shall, sultfectause (iii) below, end on the last
EuroDollar Business Day of a calendar month;

(iif) no more than an aggregate of twelve (l2¢rest Periods shall be in effect at any one tiamd
(iv) any Interest Period which would otherwesel after the Termination Date (as then in effslcll end on the Termination Date.

“Lien ” means, with respect to any asset, any mortgage,diedge, charge, security interest or encumbraheay kind, or any other ty
of preferential arrangement that has the pracéiffatt of creating a security interest, in respdcuch asset.

“Loan " means a Base Rate Loan or a EuroDollar Loan aodris” means Base Rate Loans or EuroDollar Loarégrcombination of
the foregoing.

“London Interbank Offered Rate " has the meaning set forth in Section 2.05(b).

“Note” means the note of the Borrower, substantiallthie form of Exhibit A to this Agreement, evidencitig obligation of the
Borrower to repay the Loans pursuant to the tenmascanditions of this Agreement and the Note.

“Notice of Borrowing " has the meaning set forth in Section 2.02.
“Notice of Interest Rate Election’ has the meaning set forth in Section 2.07.
“Parent” means, with respect to the Bank, any Person othimig the Bank.

“Person” means an individual, a corporation, a limitedllly company, a partnership, an associationuattor any other entity or
organization, including a government or politicabdivision or an agency or instrumentality thereof.

“ Reference Rateé means the rate of interest established by the&kBiam time to time at its principal domestic o#ias its reference
lending rate for domestic commercial loans.

“Regulation U” means Regulation U of the Board of Governorshef Eederal Reserve System, as in effect from tintiente.
“ Request for Extension” means a notice given by the Borrower under Sa@i®6(c) irrevocably requesting to extend the Tieation
Date for an additional and consecutive 366-dayogeiiommencing on the last day of the then cuffentnination Date.
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“ Royal Guarantee” shall mean the Guarantee in the form of Exhihitiade by Guarantor in favor of the Bank.

“ Royalty Interests” means any interest in or share of mineral pradacfincluding precious metals), including, withdmitation,
overriding royalties, non-participating royaltiggpduction payments, net profit interests and otyyges of mineral royalties.

“ Security Agreement” shall mean the Security Agreement in the fornEghibit C, made by Guarantor in favor of the Bank.

“ Subsidiary " means, as to any Person, any corporation or @ty of which securities or other ownership metts having ordinary
voting power to elect a majority of the board akediors or other persons performing similar functiare at the time directly or indirectly
owned by such Person.

“Termination Date " means March 1, 2012, which date may be extendesuant to and in accordance with Section 2.06€&)v.
“United States” means the United States of America.

SECTION 1.02ccounting Terms and Determinationdnless otherwise specified herein, all accountémms used herein shall be
interpreted, all accounting determinations hereustiall be made, and all financial statements reduio be delivered hereunder shall be
prepared in accordance with United States genesattgpted accounting principles, applied on a lmsisistent (except for changes
concurred in by the Borrower’s independent pubdicountants) with the most recent financial stateasiefithe Borrower delivered to the
Bank.




ARTICLE 2
TERM LOANS

SECTION 2.0Term Loans (a) During the Availability Period, the Bank agse on the terms and conditions set forth in this
Agreement, to make Loans to the Borrower from ttméme such that the aggregate principal amouhiahs by the Bank at any one time
outstanding shall not exceed the lesser of (i\dbmmitment, and (ii) the balance of the Collatétatount. Each Borrowing under this
Section shall be in an aggregate principal amoti8L@®00,000 or any larger multiple of $250,000.

(b) The Borrower will immmediatelygmray the Loans at any time if the aggregate prai@mount of all Loans exceeds the
Commitment, to the full extent of such excess. Aagh prepayments shall be applied first to Base Ra&ns and then to EuroDollar Loans.

SECTION 2.0%ethod of Borrowing (a) The Borrower shall give the Bank notice (ddtice of Borrowing ") not later than

11:00 A.M. (New York City time) on (x) the date efich Base Rate Borrowing and (y) the third Eurcddusiness Day before each
EuroDollar Borrowing, specifying:

(i) the date of such Borrowing, which shalldbBusiness Day in the case of a Base Rate Borgoavia EuroDollar Business Day in
the case of a EuroDollar Borrowing;

(ii) the aggregate amount of such Borrowing;
(i) the proposed use of such Borrowing;
(iv) whether the Loans comprising such Bormugvare to bear interest initially at the Base Rattihe EuroDollar Rate; and

(v) in the case of a EuroDollar Borrowing, theation of the initial Interest Period applicatiiereto, subject to the provisions of the
definition of Interest Period.

(b) Upon receipt of a Notice of Borrowjrsgich Notice of Borrowing shall not thereafterbeocable by the Borrower.
(c) In no event shall more than twelve)(Interest Periods be in effect at any one time.

SECTION 2.08lote. (a) The Borrower shall deliver to the Bank a Niotéhe form attached hereto as Exhibit A (the “&pt duly
executed by Borrower.

(b) The Bank shall record on its bookd eecords the date, amount and type of each Loale it and the date and amount of each
payment of principal made by the




Borrower with respect thereto, and may, if the Baalelects in connection with any transfer or exdorent of the Note, endorse on the
schedule forming a part thereof appropriate natatio evidence the foregoing information with retfie each such Loan then outstanding;
providedthat the failure of the Bank to make any such réation or endorsement shall not affect the oblayetiof the Borrower hereunder or
under the Note. The Bank is hereby irrevocably auzkd by the Borrower so to endorse the Note aratthch to and make a part of the Note
a continuation of any such schedule as and wharireshy

SECTION 2.0Maturity of Loans; Termination of Commitmer8ubject to the provisions of Section 6.01, alhhs shall mature, and
the principal amounts thereof shall be due andlgayan the Termination Date. Subject to the piiowis of Sections 2.06 and 6.01, the
Commitment shall terminate on the last day of tivaikability Period.

SECTION 2.0lnterest Rates(a) Each Base Rate Loan shall bear interest@oultstanding principal amount thereof for each day
from the date such Loan is made until it becomes dua rate per annum equal to the Base Rateidbrday. Such interest shall be payable
quarterly in arrears on the last day of March, J@sptember and December of each year, on the fiation Date, and with respect to the
principal amount of any Base Rate Loan converteal EnroDollar Loan, on the date such Base Rate ioao converted. Upon the
occurrence and during the continuance of an EvieDetault, the principal of, and all accrued angbaid interest on, all Base Rate Loans,
or other obligations of the Borrower and Guarantadler the Financing Documents, other than Eurobblt@ns, shall bear interest, from the
date such Event of Default occurred until the daigh Event of Default is cured, at a rate per anagual to the sum of 2% plus the rate
otherwise applicable to Base Rate Loans.

(b) Each EuroDollar Loan shall bear iagtron the outstanding principal amount thereokfwrh day during each Interest Period
applicable thereto, at a rate per annum equaletatim of the EuroDollar Margin for such day plus &djusted London Interbank Offered
Rate applicable to such Interest Period. Suchesteshall be payable for each Interest Period emet$t day thereof.

The “Adjusted London Interbank Offered Rate ” applicable to any Interest Period means a ratameum equal to the quotient obtair
(rounded upward, if necessary, to the next highd@ of 1%) by dividing (i) the applicable Londamtérbank Offered Rate by (ii) 1.00 minus
the EuroDollar Reserve Percentage.

The “London Interbank Offered Rate " applicable to any Interest Period means the pateannum equal to the London Interbank
Offered Rate shown on the display designated aBCLIto subscribers of the Reuters Monitor Moneyd®abervice, or any successor page
thereto, as at 11:00 AM (London time) rounded upltarthe nearest 1/16 of 1%, two EuroDollar Bussn@ays prior to the first day of such
Interest Period for a term comparable to such déstePeriod, for deposits of Dollars in an amounta¢tp the amount of the relevant
EuroDollar Loan. If for any reason such rate isadilable, the terrfEurodollar Rate” shall mean, for any Eurodollar Rate Borrowing for
any Interest Period therefor, the rate per annn@ed upwards, if necessary, to the nearest Dfl0%) appearing on Reuters Screen LIBO
Page as the London interbank offered rate for depimsDollars at approximately 11:00 a.m. (Londone) two Business Days prior to the
first day of such Interest Period for a term




comparable to such Interest Peripdhvided, howeveif more than one rate is specified on Reuters $ckd8O Page, the applicable rate
shall be the arithmetic mean of all such ratesr(ded upwards, if necessary, to the nearest 1/1090f andorovided further, that if no rate
is specified on Reuters Screen LIBO Page for a tammparable to a proposed applicable Interest 8etti@ term ‘Eurodollar Rate’ shall
mean a rate per annum determined by the Bank ae@cdp by the Borrower.

“ EuroDollar Reserve Percentagé means for any day, that percentage (expressadlasimal) which is in effect on such day, as
prescribed by the Board of Governors of the FedReslerve System (or any successor) for determthimgnaximum reserve requirement for
a member bank of the Federal Reserve System inYel City with deposits exceeding five billion datk in respect of Eurocurrency
liabilities ” (or in respect of any other category of liab@#iwhich includes deposits by reference to whiehirkerest rate on EuroDollar
Loans is determined or any category of extensidrseaulit or other assets which includes loans bg-United States office of the Bank to
United States residents). The adjusted Londonbatek Offered Rate shall be adjusted automaticallgrd as of the effective date of any
change in the EuroDollar Reserve Percentage.

(c) Upon the occurrence and durirggdontinuance of an Event of Default, the prinlcgdaand all accrued and unpaid interest or
EuroDollar Loans, shall bear interest from the dateh Event of Default occurred until the date skeént of Default is cured, at a rate per
annum equal to the sum of 2% plus the EuroDollardifg plus the Adjusted London Interbank OfferedeRapplicable to such Loan at the
date such payment was due.

(d) The Bank shall determine eachrigst rate applicable to the Loans hereunder aitigive prompt notice to the Borrower of
each rate of interest so determined, and its détetion thereof shall be conclusive in the absefaemonstrable error.

SECTION 2.0®ptional Prepayment; Termination of Commitment;gision of Termination Datg(a) Subject in the case of any
EuroDollar Borrowing to Section 2.09, the Borrowealy, upon at least one Business Baydtice to the Bank, prepay any Group of Base
Loans or upon at least three EuroDollar Businessd#otice to the Bank, prepay any Group of Eurd@dloans, in each case in whole at
any time, or from time to time in part in amounggeegating $1,000,000 or any larger multiple of G250, by paying the principal amount to
be prepaid together with accrued interest theredhe date of prepayment. Each such optional prapay shall be applied to prepay the
Loans included in such Group.

(b) Subject in the case of any EuroDdarrowing to Section 2.09, the Borrower may, withany penalty or premium, upon at least
thirty days written notice to the Bank, termindte Commitment in whole, or from time to time permiatly reduce the Commitment in part,
and prepay all outstanding Loans in excess of ta@itment after giving effect to such terminatiarr@duction. Such notice shall specify
the date of such termination or reduction and dtelirevocable and binding upon the Borrower. Aogh reduction to the Commitment shall
be in the minimum principal amount of $1,000,00@Gnoy larger multiple of $250,000, and shall redpeemanently the amount of the
Commitment then in effect.




(c) On or before the date that is attié@sdays prior to the then current TerminationeD#te Borrower may, by sending a Request for
Extension to the Bank, which shall certify thatDefault or Event of Default has occurred, irrevdgakquest that the then current
Termination Date be extended for an additional @&fs. Such Request for Extension may be given ne than twenty times. Upon receipt
by the Bank of a Request for Extension, and praVitiat no Default or Event of Default has occurtbd,Bank may in its sole discretion
upon written notice provided by the Bank to the®arer within 30 days of its actual receipt of thegrest for Extension, consent to or refuse
such Request for Extension. The Bank shall notasaeably withhold its consent to a Request for iEsitan.

(d) If (i) the Borrower fails to give mtely Request for Extension as provided in Sec#id)6(c) above, (ii) the Bank fails to respond to
such Request for Extension as provided in Sectidf(2) above, or (iii) the Bank notifies the Bormemof its rejection of the Request for
Extension, then all Loans shall be due and payablihe then current Termination Date.

SECTION 2.0Method of Electing Interest Rateg) The Loans included in each Borrowing shadiriaterest initially at the type of
rate specified by the Borrower in the applicablditdéof Borrowing. Thereafter, the Borrower mayrfréime to time elect to change or
continue the type of interest rate borne by eaau@of Loans (subject in each case to the provisadrArticle 7), as follows:

(i) if such Loans are Base Rate Loans, thedaer may elect to convert such Loans to EuroDdltzans as of any EuroDollar
Business Day; and

(i) if such Loans are EuroDollar Loans, therwer may elect to convert such Loans to Base Raans or elect to continue such
Loans as EuroDollar Loans for an additional InteRexiod, subject to Section 2.09 in the case gfsautch conversion or continuation
effective on any day other than the last day ofttiem current Interest Period applicable to suchniso

Each such election shall be made by delivesingtice (a ‘Notice of Interest Rate Election’) to the Bank not later than 11:00 A.M. (N
York City time) on the third EuroDollar Businessybiaefore the conversion or continuation selecteslich notice is to be effective. A Notice
of Interest Rate Election may, if it so specifiggply to only a portion of the aggregate princigount of the relevant Group of Loans;
provided that (i) such portion is allocated ratadnfigong the Loans comprising such Group and (iipttréion to which such Notice applies,
and the remaining portion to which it does not gpate each $1,000,000 or any larger multiple &0$Q00.

(b) Each Notice of Interest Rate Electbiall specify:
(i) the Group of Loans (or portion thereofmhich such notice applies; and

(ii) the date on which the conversion or coudtion selected in such notice is to be effecti@ch shall comply with the applicable
clause of subsection (a) above;




(iii) if the Loans comprising such Group avebe converted, the new type of Loans and, if tharls being converted are to be
EuroDollar Loans, the duration of the next succegdinterest Period applicable thereto; and

(iv) if such Loans are to be continued as Bwitar Loans for an additional Interest Period, theeation of such additional Interest
Period.

(c) Upon receipt of a Notice of Irgst Rate Election from the Borrower pursuant tossgtion (a) above, such notice shall not
thereafter be revocable by the Borrower.

(d) If Borrower fails to timely prile a Notice of Interest Rate Election with respgea EuroDollar Loan with an Interest Period
ending prior to the Termination Date, Borrower shaldeemed to have timely delivered to the Bahofice of Interest Rate Election (a “
Deemed Notice’) with respect to such Loan, specifying that suclan shall be continued as a EuroDollar Loan foadditional Interest
Period of the same duration as the current Inté&esbd applicable to such Logrpvided, however, that if the Interest Period of such Loan,
following its continuation, would end after the frénation Date, such Deemed Notice shall insteaddsened to have specified that such
Loan shall be converted to a Base Rate Loan oddlidollowing the last day of the Interest Peripddr to such conversion).

SECTION 2.0&eneral Provisions as to PaymenfBhe Borrower shall make each payment of prinaid@nd interest on, the Loans
and interest thereon and of fees hereunder, iraBotot later than 12:00 Noon (New York City tino@)the date when due, in Federal or ¢
funds immediately available in New York City, tetBank at its address set forth below its naméiersignature page hereof. Whenever any
payment of principal of or interest on, the Bas¢éeRapans or interest thereon or of fees shall leatua day which is not a Business Day, the
date for payment thereof shall be extended to é&x¢ succeeding Business Day. Whenever any paynfigminzipal of or interest on, the
EuroDollar Loans shall be due on a day which isasnBuroDollar Business Day, the date for paymeertethf shall be extended to the next
succeeding EuroDollar Business Day unless suchBllar Business Day falls in another calendar mpimthwhich case the date for payment
thereof shall be the next preceding EuroDollar Bess Day. If the date for any payment of principaxtended by operation of law or
otherwise, interest thereon shall be payable foh &xtended time.

SECTION 2.0%unding Losseslf the Borrower makes any payment of principathwiespect to any EuroDollar Loan or any
EuroDollar Loan is converted (pursuant to Articleé2r 7 or otherwise) on any day other than teeday of an Interest Period applicable
thereto, or if the Borrower fails to borrow, prepagnvert or continue any EuroDollar Loans afteiceohas been given to the Bank in
accordance with Sections 2.02, 2.06 or 2.07 thed®ar shall reimburse the Bank within 15 days afiemand for any resulting loss or
expense incurred by it (or by an existing or prasipe participant in the related Loan), includingthout limitation) any loss incurred in
obtaining, liquidating or employing deposits fronirdl parties, but excluding loss of margin for ffexiod after any such payment or
conversion or failure to borrow, prepay, convertontinue, provided that the Bank shall have dedidgo the Borrower a certificate as to the
amount of such loss or expense, which certifichtdl de conclusive in the absence of demonstraite.e
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SECTION 2.10nused Line FeeThe Borrower agrees to pay to the Bank an unlisedee on the average daily unused portion of the
Commitment from the date of this Agreement un& &md of the Availability Period at a rate per anrequal to 0.10% of such average daily
unused portion of the Commitment.

SECTION 2.1€omputation of Interest and FeeAll interest and fees hereunder shall be compatethe basis of a year of 360 days
and paid for the actual number of days elapseduy the first day but excluding, in the caseémérest, the last day).

ARTICLE 3
CONDITIONS

SECTION 3.0Closing. The closing and making of the initial Loan is @abto Section 2.01 and the satisfaction of tHiefang
conditions precedent:

(a) The Bank shall have receivedlence satisfactory to it of the authority of (igtBorrower to enter into the Agreement and the
transactions contemplated thereby, and to exedateer and perform the Agreement, the Note andther Financing Documents to whicl
is a party, and (ii) the Guarantor to enter in® Binancing Documents to which it is a party, anexecute, deliver and perform the Financing
Documents to which it is a party;

(b) The Note shall have been dulgoeted by the Borrower and delivered to the Bank;

(c) The Guarantor shall have dekdeto the Bank a duly executed copy of the Royalr@ntee, the Security Agreement, the Cor
Agreement, and any other instruments and docunasrise Bank may have reasonably required to petéelien on the Collateral Account,
and the Bank shall have a valid and enforcealbde ffiriority lien and security interest in the Cadlal Account;

(d) The Borrower shall have paidite Bank a closing fee in the amount of $25,000¢kvkhall be nomefundable and deemed fu
earned upon the making of the initial Loans hereund

(e) The Bank shall have receivednfi®orrower’s Chilean counsel, Urenda, Rencorete@ory Doérr, and from Guarantor’s United
States counsel, Hogan & Hartson LLP, their respedtivorable opinions addressed to the Bank aretidhe Closing Date, with respect to
the Borrower and the Guarantor, as the case magnidegovering such other matters incident to thesactions therein contemplated as the
Bank may have reasonably requested;

() The Bank shall have receivedirthe Borrower: (A) a certificate of its managirgymer, dated the Closing Date, certifying as to
(1) Borrower's organizational documents; (2) reiohs of its managing partner authorizing the exieou delivery and performance of the
Agreement and the other Financing Documents to twihiis a party; (3) the full force and effect afth resolutions on the Closing Date; and
(4) the incumbency and signatures of the persoesutixig the Financing Documents on behalf of thee@®weer; and (B) such additional
supporting documents as the Bank may reasonablyestq
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(g) The Bank shall have receivedftilewing from the Guarantor: (A) a certificate itd Secretary, dated the Closing Date,
certifying as to (1) copies of Certificate of Inporation and bylaws, as amended through the Cld3atg; (2) resolutions of its Board of
Directors authorizing the execution, delivery amdfprmance of the Financing Documents to which & party; (3) the full force and effect
such resolutions on the Closing Date; and (4)tlearmbency and signature of each of the officeiGudirantor executing the Financing
Documents; (B) a good standing certificate fromjthisdiction of its formation; and (C) such addital supporting documents as the Bank
may reasonably request;

(h) All representations and warrasiin the Agreement and each other Financing Dostiorenade in any certificate or financial
statement furnished to the Bank pursuant theretor ton behalf of the Borrower or Guarantor shallehbeen true and correct in all material
respects;

(i) Immediately after giving effetct the initial Loan, the balance of the Collatekatount shall have been at least equal to the
principal amount of such Loan; and

() The Bank shall have receivedesiticate from the Chief Financial Officer of Bower’s managing partner and the Chief
Financial Officer of the Guarantor (who may be shene person) certifying as to the matters set forthause (h) of this Section 3.01 as of
Closing Date after giving effect to the making loé tinitial Loans.

SECTION 3.02oans. The making of Loans following the Closing Datelslbe subject to Section 2.01 and the satisfaaifdhe
following additional conditions:

(a) receipt by the Bank of a NotiddBorrowing as required by Section 2.02;

(b) the fact that, immediately aftgving effect to such Loan, the sum of the aggregaitstanding principal amount of the Loans
not exceed the lesser of (i) the Commitment, aidh@ balance of the Collateral Account;

(c) the fact that, immediately afgring effect to such Loan, no Default shall haeeurred and be continuing;

(d) the fact that the representatiand warranties of the Borrower contained in fgseement and of the Borrower and Guarantor in
any other Financing Document shall be true in a@temal respects on and as of the date of and gifterg effect to such Loan; and

(e) There shall exist no Defaul&went of Default under this Agreement or any offieancing Document.

Each Notice of Borrowing given under Section 2.@2eunder shall be deemed to be a representatiowamdnty by the Borrower on the d
thereof that the facts specified in clauses (B),(() and (e) of this Section 3.02 are true andex as of the date of the proposed Borrowing
after giving effect to such proposed Borrowing.
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ARTICLE 4
REPRESENTATIONS AND WARRANTIES

The Borrower represents and warrants that:

SECTION 4.0Existence and PowerThe Borrower is a Chilean limited liability compaduly organized, validly existing and in good
standing under the laws of Chile, and has all pswed all governmental licenses, authorizationssents and approvals required to carry on
its business as presently conducted. The Guarangocorporation duly organized, validly existingdein good standing under the laws of the
State of Delaware, and has all powers and all i@hgovernmental licenses, authorizations, consamtsapprovals required to carry on its
business as now conducted and is qualified to dmmbas and is in good standing under the lawsaf ether jurisdiction where the nature of
its business or the ownership of property so reguiexcept where the failure to so qualify doeshaot a material adverse effect on the
business, financial condition or results of operadiof the Guarantor.

SECTION 4.02uthorization; No ContraventionThe execution, delivery and performance by the@®wer and Guarantor of the
Financing Documents to which each is a party athimthe powers of the Borrower and the Guaramampectively, have been duly
authorized by all necessary action, and other #saset forth on Schedule 4.02, require no actioorby respect of or filing with, any
governmental body, agency or official and do nettcavene, or constitute a default under, any prorisf applicable law or regulation or of
the certificate formation or limited liability corapy of the Borrower or Guarantor, as applicablefany agreement, judgment, injunction,
order, decree or other instrument binding uporBtheower or Guarantor, or result in the creationngposition of any Lien on any asset of
Borrower or Guarantor, other than in favor of thenk.

SECTION 4.0Binding Effect This Agreement constitutes a valid and bindingeament of the Borrower, and each Financing
Document constitutes a valid and binding agreeraeataich Person or party thereto, and the Note, welenuted and delivered in accordance
with this Agreement, will constitute a valid andh@iing obligation of the Borrower, in each case ecdable in accordance with its terms,
except as the same may be limited by bankrupteplwency or similar laws affecting creditors’ riglgenerally and by general principles of
equity.

SECTION 4.0&inancial Information. The Guarantor has heretofore furnished to thekBarman audited consolidated balance sheet as
of June 30, 2006 and the related audited conselidstatements of income and cash flows for thalfigear then ended of the Guarantor, and
(i) an unaudited consolidated balance sheet &eoember 31, 2006 and the related consolidateenséatts of income and cash flows for the
nine month period then ended. Such financial statésnare complete and correct and present fairlgll imaterial respects, the financial
condition, stated in Dollars, of the Guarantor Bhe respective dates thereof and the resultpefations and cash flows for the periods
ended on said dates, all in accordance with UrStates generally accepted accounting principlespaactices applied on a consistent basis.
There has been no material adverse change in tiedss, financial position or results of operatiohthe Guarantor from that set forth in <
financial statements as at said dates.
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SECTION 4.0kitigation . Except as set forth on Schedule 4.05, there &ction, suit or proceeding pending against, dhé&
knowledge of the Borrower threatened against @ciifig, the Borrower or the Guarantor before anyrtcor arbitrator or any governmental
body, agency or official in which there is a reasue possibility of an adverse decision which cdédting into account available insurance
coverage) materially adversely affect the busintsancial position or results of operations of B@rower or the Guarantor, or which in any
manner draws into question the validity or enfobiis of this Agreement or any of the Financing dments.

SECTION 4.0€ompliance with Law The Borrower is in compliance, in all materiadpects, with all applicable requirements of the
applicable laws, rules and regulations of Chile aach, state, provincial, municipal or other goweental department, agency or authority,
domestic or foreign which are material to its bes# and will be in such compliance after givingefto the transactions contemplated
hereby.

SECTION 4.0Taxes Each of the Borrower and the Guarantor has filethcome tax returns and all other material &ams which
are required to be filed by it and has paid alegdue pursuant to such returns or pursuant tassgssment received by the Borrower or the
Guarantor, respectively, except where the sameiiglcontested in good faith and by appropriategeding and appropriate reserves have
been maintained in accordance with generally aedeptcounting principles. The charges, accrualgesetves on the books of the Borrower
and the Guarantor, respectively, in respect ofsaxeother governmental charges are, in the opiofdhe Borrower, adequate.

SECTION 4.08&olvency Each of the Borrower and the Guarantor is Solpeiot to and after giving effect to the consummatof the
transactions contemplated by this Agreement. (F@purposes hereof, a Person is “Solvent” if @ fdar market value of all of its property is
in excess of the total amount of its debts (inatgdiontingent liabilities); (ii) it is able to patg debts as they mature; (iii) it does not have
unreasonably small capital for the business in Wwitics engaged or for any business or transadtiavhich it is about to engage; and (iv) it is
not “insolvent” as such term is defined in Sectidi (32) of the Federal Bankruptcy Code.)

SECTION 4.0€redit ArrangementsSchedule 4.09 sets forth a complete and corigtatflall credit agreements, indentures,
guaranties, capital leases and other investmemtsements and arrangements in effect on the Claxatg providing for or relating to
extensions of credit to the Borrower and (includaggeements and arrangements for the issuanctartlef credit or for acceptance
financing) in respect of which the Borrower is imyananner directly or contingently obligated to malggregate payments of $100,000 or
more; and the maximum principal or face amounthefcredit in question, outstanding and which camixstanding, are correctly stated, and
all Liens of any nature given or agreed to be giaemsecurity therefor are correctly described dicated in such Schedule.

SECTION 4.1@ubsidiaries and AffiliatesThe Borrower has no Subsidiaries. The entiretabpf Borrower is owned ninety-nine
percent (99%) by Guarantor, and one percent (1%jibl Desert Mineral Resources, Inc. Schedule 48 forth a correct and complete list
of each of the Borrower’s Affiliates as of the Ghgg Date, showing as to each
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Affiliate (other than Guarantor) its name, the gdiction of its organization (if an entity) and itdationship with the Borrower.

SECTION 4.1Regulatory Restrictions on Borrowing/Guarantegne Borrower is not subject to any regulatoryesoh which restricts
its ability to incur debt, and the Guarantor is sabject to any regulatory scheme which restristability to guarantee the debt of the
Borrower.

SECTION 4.1Full Disclosure. All material factual information heretofore fushied by the Borrower or Guarantor to the Bank for
purposes of or in connection with this Agreemenamy transaction contemplated hereby is, and ah seformation hereafter furnished by
Borrower and the Guarantor to the Bank will begetrecomplete and accurate in all material respédbeing understood and agreed that with
respect to projections, such projections are mepeesentation or warranty of future performanéd)such information heretofore furnished,
does not, as of the date hereof contain any ustatement of material fact or omit to state anyamak fact necessary to make the statements
herein or therein, in light of the circumstancedemwhich they were made, not misleading.

ARTICLE 5
COVENANTS

The Borrower agrees that, so long as the Abdity Period has not expired or any amount istartding under the Note:
SECTION 5.0Information. The Borrower will deliver to the Bank:

(a) with respect to the Borrowersaen as available and in any event within 90 @digs the end of each fiscal year beginning with
its fiscal year ending December 31, 2007, an additdance sheet of the Borrower as of the enddf fiacal year and the related statements
of income and cash flow for such fiscal year, ageanied by the figures for the previous years imeaase;

(b) with respect to the Borrowersasn as available and in any event within 60 @dtes the end of each of the first three quarters
of each fiscal year, beginning with its fiscal gearending March 31, 2007, an unaudited balancetsifehe Borrower as of the end of such
guarter and the related statements of income astdftav for such quarter and for the portion of fiseal year ended at the end of such
quarter, accompanied by the figures for the cooedmg quarter and corresponding portion of theviptes year;

(c) simultaneously with the deliverfyeach set of financial statements referred twanses (a) and (b) above, a certificate as to
fairness of presentation, generally accepted adowuprinciples and consistency (subject to norpear end adjustments) on behalf of the
Borrower executed by the chief financial officerBdrrower’'s managing partner;

(d) within five days after any oktbhairman, the president, the executive vice geasior the chief financial officer of the Borrower
or its managing partner obtains knowledge of anfallg if such Default is then continuing, a cedéfte of the chief financial officer or the
chief accounting officer of the Borrower or its naging partner setting forth the
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details thereof and the action which the Borroweaking or proposes to take with respect thereto;

(e) at the request of the Bank,asas available and in any event not less thaate98 after the first day of each fiscal year of the
Borrower, forecasts prepared by management of dreoBer, including statements of income and cas ff the Borrower, on a quarterly
and annual basis for such fiscal year and on anaasis for the next fiscal year of the Borrower;

(f) promptly upon receipt thereadpies of any reports submitted to the Borrowertbyatcountants in connection with any
examination of the financial statements of the Baer made by such accountants; and

(g) from time to time such additibmormation regarding the financial position ardiness of the Borrower as the Bank may
reasonably request.

SECTION 5.0Payment of ObligationsThe Borrower will pay and discharge at or befmagturity, all of its material obligations and
liabilities (including, without limitation, tax ligilities and claims of materialmen, warehousemanhthg like which if unpaid would by law
give rise to a Lien on the Borrower’s assets), pkegiere the same may be contested in good faitippyopriate proceedings, and will
maintain in accordance with generally accepted @aitag principles, appropriate reserves for the@aloof any of the same.

SECTION 5.03aintenance of Existencé he Borrower will preserve, renew and keep ihffuice and effect its existence and rights,
privileges and franchises necessary or desiraltfeeimormal conduct of business.

SECTION 5.0€ompliance with LawsThe Borrower will comply, in all material respgatith all applicable laws, ordinances, rules,
regulations, and requirements of governmental ailth® except where the necessity of compliancesthigh is contested in good faith by
appropriate proceedings or where the failure tosoply, individually or in the aggregate, would halve a material adverse effect on the
business, financial position or results of operatiof the Borrower, and Borrower shall timely makdilings and deliver all notices referred
to in Schedule 4.02 in accordance with applicade |

SECTION 5.0fspection of Property, Books and Record$ie Borrower will keep proper books of record aedount in which full,
true and correct entries shall be made of all dgaland transactions in relation to its businesisaativities; and will permit representatives of
the Bank to examine and make abstracts from aiitg bboks and records and to discuss its affaimantes and accounts with its officers,
employees and independent public accountantst silich reasonable times and as often as may reagdreadesired.

SECTION 5.08/erger and Sales of AssetShe Borrower will not consolidate or merge withimto any other Persoprovidedthat the
Borrower may merge with another Person if the Bomwois the Person surviving such merger and imntelgiafter giving effect to such
merger, no Default shall have occurred and be caimg. The Borrower will continue to be a wholly-oed Subsidiary of Guarantor, and,
without the Bank’s prior written consent, which sent shall not be unreasonably withheld, the Boerowill not make any Asset Sale.
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SECTION 5.0Use of ProceedsThe proceeds of the Loans made under this Agreewié be used by the Borrower solely for the
acquisition of Royalty Interests and for generapooate purposes in the ordinary course of busiriésse of such proceeds will be used,
directly or indirectly, for the purpose, whethemiradiate, incidental or ultimate, of buying or camgyany “margin stock” within the meaning
of Regulation U.

SECTION 5.08legative Pledge The Borrower will not create, assume or suffegxist any Lien on any asset now owned or hereafter
acquired by it, except:

(a) Liens for taxes not yet payaiideing contested in good faith and by approppateeedings and adequate reserves have been
maintained in accordance with generally acceptedwatting principles;

(b) Statutory liens incurred in threlinary course of business;

(c) attachments, appeal bonds, juetgmand other similar Liens arising in connectigtn court proceedings, for sums not
exceeding $1,000,000 in the aggregate;

(d) easements, rights of way, restms, minor defects in title and other similaehs that do not interfere in any material respect
with the ordinary conduct of the business of therBwer; and

(e) any Lien to which the Bank hassented in writing.
SECTION 5.0Qimitation on Debt The Borrower will not incur or at any time becoliable with respect to any Debt except:
(a) Debt under this Agreement;
(b) Debt secured by Liens permittgdSection 5.08;
(c) Debt not to exceed $10,000,00the aggregate incurred in connection with Borndsvieiture acquisition of Royalty Interests,

(d) Debt in excess of that permittyds.09(c) incurred in connection with Borrowsefuture acquisition of Royalty Interests, but ¢
with Bank’s prior written consent, such consenttoainreasonably be withheld or delayed; and

(e) Other Debt to which the Bank bassented in writing.

SECTION 5.1Qines of BusinessThe Borrower will not engage in any line or lirefsbusiness activity other than the holding of
Royalty Interests.

SECTION 5.1Fiscal Year. The Borrower will not change the ending of ischl year from December 31.

SECTION 5.12mendment of Charter Documenighe Borrower will not amend, modify or otherwidgange its bylaws or other
organizational documents, except for such
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amendments, modifications or changes that eitltvictually or in the aggregate, could not reasondiel expected to have a material adverse
effect on the business, financial condition or hssof operation of the Borrower.

ARTICLE 6
DEFAULTS

SECTION 6.0Events of DefaultIf one or more of the following events Events of Default”) shall have occurred and be continuing:

(a) the Borrower shall fail to pahen due any principal of any Loan or any interegees payable hereunder or under any
Financing Document;

(b) the Borrower or Guarantor slfaillto observe or perform any covenant or agredroentained in this Agreement or any
Financing Document;

(c) any material representation,rasaty, certification or statement made by the Bagpor Guarantor in any Financing Document
shall prove to have been incorrect in any mateeisphect when made (or deemed made);

(d) any event or condition shall wcwhich results in the acceleration of the mayusitany Debt in excess of $500,000 or enables
(or with the giving of notice or lapse of time asth, would enable) the holder of such Debt or aegsén acting on such holder’s behalf to
accelerate the maturity thereof;

(e) the Borrower or Guarantor slealihmence a voluntary case or other proceedingrsgdikjuidation, reorganization or other relief
with respect to itself or its debts under any bapkey, insolvency or other similar law now or hdteain effect or seeking the appointment of
a trustee, receiver, liquidator, custodian or othetilar official of it or any substantial part ib property, or shall consent to any such relief o
to the appointment of or taking possession by aigh fficial in an involuntary case or other prodieg commenced against it, or shall make
a general assignment for the benefit of creditmrshall take any action to authorize any of thredoing;

(f) an involuntary case or othergeeding shall be commenced against the Borrow&uarantor seeking liquidation, reorganiza
or other relief with respect to it or its debts andny bankruptcy, insolvency or other similar laow or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator tadisn or other similar official of it or any substial part of its property, and such involunt
case or other proceeding shall remain undismissddiastayed for a period of 30 days; or an orderdlef shall be entered against the
Borrower or Guarantor under the federal bankrufaays as now or hereafter in effect;

(9) any judgment or order for thgmpant of money in excess of $500,000 shall be nexttagainst the Borrower or Guarantor and
such judgment or order shall continue unsatisfiednstayed for a period of 30 days if such judgnuerdrder is for an amount in excess of
$500,000;
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(h) the Borrower shall cease to beéhally-owned Subsidiary of the Guarantor;

(i) the sum of the aggregate outditagp principal amount of the Loans shall exceedatstanding principal balance of the Collat
Account;

(j) the Bank shall at any time cettskave a first priority, validly perfected Liem the Collateral Account; or
(k) there shall have been a matadzkerse effect on the business, operations ondiahcondition of the Borrower or the Guarantor;

then, and in any such event, the Bank may, by edtiche Borrower, terminate the Commitment andadeche Loans (together with accrued
interest thereon) to be, and the Loan shall themedgecome, immediately due and payable withoutamtesent, demand, protest or other
notice of any kind, all of which are hereby waiumdthe Borrowerprovidedthat in the case of any of the Events of Defaudicéfied in claus
6.01(e) or 6.01(f) above with respect to the Boegwvithout any notice to the Borrower or any otaetr by the Bank, the Commitment shall
thereupon terminate and the Loans (together withugd interest thereon) shall become immediatedyahd payable without presentment,
demand, protest or other notice of any kind, alvbfch are hereby waived by the Borrower.

ARTICLE 7
CHANGES IN CIRCUMSTANCE

SECTION 7.0Basis for Determining Interest Rate Inadequate afdil . If on or prior to the first day of any Interesdridd for any
EuroDollar Loan:

(a) the Bank determines (which dataation shall be conclusive) that by reason afwinstances affecting the relevant market,
adequate and reasonable means do not exist fata@iao®y the EuroDollar Rate for such Interest 8gyior

(b) the Bank determines (which deieation shall be conclusive) that the Adjusted dam Interbank Offered Rate will not
adequately and fairly reflect the cost to the Bahfunding its EuroDollar Loans for such InterestiBd,

the Bank shall forthwith give notice thereof to Berrower, whereupon until the Bank notifies ther®aver that the circumstances giving rise
to such suspension no longer exist (which notiedl te given forthwith upon receipt by the Banknotice of such determination), (i) the
ability of the Borrower to request EuroDollar Loansto continue or convert outstanding Loans astorEuroDollar Loans, shall be
suspended, and (ii) each outstanding EuroDollanlsiell be converted into a Base Rate Loan orastedly of the then current Interest
Period applicable thereto. Unless the Borrowerfiestihe Bank at least two Business Days beforel#ite of any EuroDollar Borrowing for
which a Notice of Borrowing has previously beenegiwhich has not been followed by a notificatiooni the Bank as aforesaid) that it
elects not to borrow on such date, such Borrowirall $nstead be made as a Base Rate Borrowing.
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SECTION 7.08legality . If after the date of this Agreement, the adoptibany applicable law, rule or regulation, or aimange in an
applicable law, rule or regulation, or any changéhke interpretation or administration thereof by governmental authority, central bank or
comparable agency charged with the interpretatiadministration thereof or compliance by the Bémkits EuroDollar Lending Office)
with any request or directive (whether or not hguine force of law) of any such authority, centrahk or comparable agency shall make it
unlawful or impossible for the Bank (or its EurowlLending Office) to make, maintain or fund itsrBDollar Loans, the Bank shall
forthwith give notice thereof to the Borrower, wlepon until the Bank notifies the Borrower that ¢ireumstances giving rise to such
suspension no longer exist, the ability of the Baer to request EuroDollar Loans or to convert taugding Loans into EuroDollar Loans
shall be suspended. If such notice is given, eacbBollar Loan then outstanding shall be convetted Base Rate Loan either (a) on the last
day of the then current Interest Period applicablkeuch EuroDollar Loan if the Bank may lawfullyntimue to maintain and fund such Loa
such day or (b) immediately if the Bank shall detiee that it may not lawfully continue to maintaind fund such Loan to such day.

SECTION 7.0&creased Cost and Reduced Retufa) If after the date hereof the adoption of applicable law, rule or regulation, or
any change in any applicable law, rule or regutatar any change in the interpretation or admiaigin thereof by any governmental
authority, central bank or comparable agency cltavgth the interpretation or administration thereottompliance by the Bank (or its
Applicable Lending Office) with any request or ditige (whether or not having the force of law) afyauch authority, central bank or
comparable agency shall impose, modify or deemiegige any reserve (including, without limitati@ny such requirement imposed by the
Board of Governors of the Federal Reserve Systetrexxluding any such requirement included in goliagble EuroDollar Reserve
Percentage in the case of a EuroDollar Loan), apdeposit, insurance assessment or similar regeiné against assets of deposits with o
the account of or credit extended by, the BanktéoApplicable Lending Office) or shall impose dretBank (or its Applicable Lending
Office) or the London interbank market or otheewant market any other condition affecting its HEusbiar Loans, the Note or its ability to
make EuroDollar Loans and the result of any offtiiegoing is to increase the cost to the BanktéApplicable Lending Office) of making
or maintaining any EuroDollar Loan, or to reduce &mount of any sum received or receivable by #wekBor its Applicable Lending Offict
under this Agreement or under the Note, by an am@asonably deemed by the Bank to be materiai, {h®vided that the Bank has
provided the Borrower with written notice, whiclttindes a brief description of the change giving tis such increased cost or reduction and
an explanation as to how such increased cost octieth was determined, the Borrower shall pay ®Bank upon demand such additional
amount or amounts as will compensate the Bankuohn éncreased cost or reduction incurred by thekBaltowing the date of such notice.

(b) If the Bank shall have deternditiieat, after the date hereof the adoption of gplieable law, rule or regulation regarding cag
adequacy, or any change in any such law, rulegulagion, or any change in the interpretation anauistration thereof by any governmental
authority, central bank or comparable agency clthvgth the interpretation or administration thereofany request or directive regarding
capital adequacy (whether or not having the fofdaw) of any such authority, central bank or conafiide agency, has or would have the
effect of reducing the rate of return on capitaltef Bank (or its Parent) as a
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consequence of the Bank’s obligations hereundaréwel below that which the Bank (or its Parewt)ld have achieved but for such
adoption, change, request or directive (taking aunsideration its policies with respect to capatddquacy) by an amount reasonably deemed
by the Bank to be material, then from time to tim&suming the Bank was not compensated for suctetied pursuant to Section 7.03(a)
above, provided that the Bank has provided thedweer with written notice which includes a brief deption of the change giving rise to

such reduction and an explanation as to how swiction was determined, the Borrower shall payheoBank such additional amount or
amounts as will compensate the Bank (or its Pafenguch reduction incurred by the Bank followithg date of such notice.

(c) The Bank will designate a diffet Lending Office if such designation will avoltetneed for, or reduce the amount of such
compensation pursuant to this Section and will imothe reasonable judgment of the Bank, be ottendisadvantageous to the Bank. A
certificate of the Bank claiming compensation urités section and setting forth the additional amar amounts to be paid to it hereunder
shall be conclusive in the absence of demonsteite. In determining such amount, the Bank mayargereasonable averaging and
attribution methods.

SECTION 7.0Zaxes. (a) For the purposes of this Section 7.04, tlieviang terms have the following meanings:

“Taxes” means any and all present or future taxes, duge®s, imposts, deductions, charges or withholsliwgh respect to any paym
by the Borrower pursuant to this Agreement or uriderNote, and all liabilities with respect theretrcluding(i) in the case of the Bank,
taxes imposed on its income, and franchise or aimaixes imposed on it, by a jurisdiction underltlves of which the Bank is organized or in
which its principal executive office is located orthe case of the Bank, in which its Applicablending Office is located and (ii) in the case
of the Bank, any United States withholding tax isgd on such payments.

“ Other Taxes” means any present or future stamp or documemdxss and any other excise or property taxes huitesicharges or
levies, which arise from any payment made purstaatitis Agreement or under the Note or from thecexien or delivery of or otherwise
with respect to, this Agreement or the Note.

(b) Any and all payments by the Baver to or for the account of the Bank hereundamater the Note shall be made without
deduction for any Taxes or Other Taxpsvidedthat, if the Borrower shall be required by law &xdct any Taxes or Other Taxes from any
such payments, (i) the sum payable shall be inetkas necessary so that after making all requieeldations (including deductions
applicable to additional sums payable under thigi&®) the Bank receives an amount equal to theisuuld have received had no such
deductions been made, (ii) the Borrower shall maleh deductions, (iii) the Borrower shall pay tbk &mount deducted to the relevant
taxation authority or other authority in accordamgth applicable law, and (iv) the Borrower shaitriish to the Bank, at its address referre
in Section 8.01, the original or a certified cogyaaeceipt evidencing payment thereof.

(c) The Borrower agrees to indemttiify Bank for the full amount of Taxes or Other @afincluding, without limitation, any Taxes
or Other Taxes imposed or asserted by
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any jurisdiction on amounts payable under this i8eEpaid by the Bank and any liability (includipgnalties, interest and expenses) arising
therefrom or with respect thereto. This indemnifwa shall be paid within 15 days after the Bankesademand therefor.

(d) If the Borrower is required taypadditional amounts to or for the account ofBlamk pursuant to this Section, then the Bank will
change the jurisdiction of its Applicable LendiniCe if in the reasonable judgment of the Banlctsahange (i) will eliminate or reduce any
such additional payment which may thereafter acand(ii) is not otherwise disadvantageous (othantin any insignificant respect) to the
Bank.

SECTION 7.0Base Rate Loans Substituted for Affected EuroDalteems. If (i) the ability of the Borrower to request, convert
outstanding Loans to, EuroDollar Loans has beepended pursuant to Section 7.02 or (ii) the Barkkdeamanded compensation under
Section 7.03 or 7.04 with respect to its EuroDdllaans and the Borrower shall, by at least fivedBollar Business Days’ prior notice to the
Bank, have elected that the provisions of thisisecthall apply to the Bank, then, unless and unélBank notifies the Borrower that the
circumstances giving rise to such suspension orderfor compensation no longer exist:

(a) all Loans which would otherwlz®=made by the Bank as (or continued as or cordvérte) EuroDollar Loans, as the case may
be, shall instead be Base Rate Loans; and

(b) after each of its EuroDollar Insahas been repaid (or converted to a Base Rat® Lalhpayments of principal which would
otherwise be applied to repay such EuroDollar Ladradl be applied to repay its Base Rate Loangsaustlf the Bank notifies the Borrower
that the circumstances giving rise to such notéonger apply, the principal amount of each suakeBRate Loan shall be converted into a
EuroDollar Loan on the first day of the next suatieg Interest Period specified by the Bank.

ARTICLE 8
MISCELLANEOUS

SECTION 8.0Notices. All notices, requests and other communicatioranp party hereunder shall be in writing (includbank wire,
facsimile transmission or similar writing) and dha@ given to such party: (a) in the case of ther®mer or the Bank, at its address or
facsimile number set forth on the signature pagesdf, or (b) in the case of any party, such o#tilglress or facsimile number as such party
may hereafter specify for the purpose by notichéoBank and the Borrower. A copy of each suchcedt) the Borrower also shall be sent in
the manner set forth herein to the Guarantor agaRGold, Inc, 1660 Wynkoop Street, Denver, Colar&83202, Attn: Chief Financial Office
fax: (303) 595-9385. Each such notice, requestlmracommunication shall be effective (i) if giviey facsimile transmission, when
transmitted to the facsimile number specified anglgnature pages hereof and confirmation of récei@ceived, (i) if given by mail, six
Business Days after such communication is depoBitéte mails with first class postage prepaid,raedsed as aforesaid, (jii) if sent by
recognized overnight courier, on the third Busiriag after delivery to such courier, or (iv) if @iv by any other means, when delivered at
the address specified on the signature pages h@moided that notices to the Bank under Articlerrticle 7 shall not be effective until
received.
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SECTION 8.0Ro Waivers No failure or delay by the Bank in exercising aight, power or privilege hereunder or under traeN
shall operate as a waiver thereof nor shall angisiar partial exercise thereof preclude any otitdurther exercise thereof or the exercise of
any other right, power or privilege. The rights aathedies herein provided shall be cumulative aterclusive of any rights or remedies
provided by law.

SECTION 8.0Expenses; Indemnificatian(a) The Borrower shall pay (i) all out-pBcket expenses of the Bank, including the fees
disbursements of its counsel, in connection withgheparation of this Agreement and the other KimgnDocuments, any waiver or consent
hereunder or thereunder or any amendment herab&orof or any Default hereunder, and (i) if angf&ult or Event of Default occurs and is
continuing or demand has been made, all out-of-gioekpenses incurred by the Bank, including theaeable fees and disbursements of
counsel, in connection with such Default or EvefriDefault, or demand, and collection, bankrupteolvency and other enforcement
proceedings resulting therefrom.

(b) The Borrower agrees to indemuiify Bank, its affiliates and the respective desitofficers, agents and employees of the
foregoing (each anthdemnitee ) and hold each Indemnitee harmless from and agaimy and all liabilities, losses, damages, casts
expenses of any kind (including, without limitatidghe reasonable counsel fees and disbursemeniséddy an Indemnitee in any
proceedings between such Indemnitee and the Borromeetween such Indemnitee and any third partloerwise), which may be incurred
by such Indemnitee in connection with any invesiiga administrative or judicial proceeding (whatlee not such Indemnitee shall be
designated a party thereto) brought or threateekatimg to or arising out of this Agreement or atyual or proposed use of proceeds of L
hereunderprovidedthat no Indemnitee shall have the right to be indéed hereunder for such Indemnitee’s own grosgligence or willful
misconduct as determined by a court of competergdiction.

SECTION 8.0Amendments and Waiverény provision of this Agreement or the Note mayamended or waived if but only if such
amendment or waiver is in writing and is signedfsy Borrower and the Bank.

SECTION 8.053uccessors and Assignghe provisions of this Agreement shall be bindipgn and inure to the benefit of the parties
hereto and their respective successors and assikgept that the Borrower may not assign or ottesriansfer any of its rights under this
Agreement without the prior written consent of Benk. The Bank may assign, or sell participationsts right, title and interest in the Loans
and in the Financing Documents, at any time or ftione to time hereafter, in whole or in parts, witlh notice to or consent of the Borrower.
If any assignment is made in part, the Borrower e@ytinue to send notices solely to the Bank asigeal herein.

SECTION 8.0€ontinuing Obligation Notwithstanding the occurrence and continuanandEvent of Default or the occurrence of the
Termination Date, the Borrower’s obligations andeggnents hereunder shall continue until all obidyet, direct or contingent, have been
satisfied.

SECTION 8.0Governing Law; Submission to Jurisdiction; etc
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(a) This Agreement and the Noteldbmlgoverned by and construed in accordance Wwahrtternal laws of the State of New York
without giving effect to conflict of law principleIhe Borrower hereby irrevocably and unconditibnatibmits, for itself and its property
(i) to the exclusive jurisdiction of any New Yorka$e court or federal court of the United Statéingi in New York City, and any appellate
court from any thereof, in any action or proceediniging out of or relating to this Agreement oy afi the other Financing Documents to
which it is a party, and (ii) to the nonexclusiueigdiction of any New York State court or fedezalrt of the United States sitting in New
York City, and any appellate court from any therewfd any court sitting in Chile, for the recogmitior enforcement of any such judgment,
and the Borrower hereby irrevocably and unconditilyragrees that all claims in respect of any saetion or proceeding may be (i) heard
and determined in any such New York State courtoothe fullest extent permitted by law, in suctidial court and (ii) enforced in any such
court or any court sitting in Chile. The Borrowaraby irrevocably appoints Guarantor as its agentéteive on behalf of itself and its
property services of copies of the summons and &nt@nd any other process which may be serveshynsuch action or proceeding. Such
service may be made by mailing or delivering a cofpsuch process to the Borrower in care of Guaraattits address set forth in
Section 8.01, and the Borrower hereby irrevocabiharizes and directs Guarantor to accept suchicgeon its behalf. As an alternative
method of service, the Borrower also irrevocablgsemts to the service of any and all process insanf action or proceeding by the air
mailing of copies of such process to the Borrowaeits then effective notice address pursuant tii&@e8.01.

(b) The Borrower irrevocably and anditionally waives, to the fullest extent it maghlly and effectively do so, any objection that
it may now or hereafter have to the laying of venfiany suit, action or proceeding arising out ofaating to this Agreement or any of the
other Financing Document to which it is a partyaity New York State or federal court sitting in N¥ark City. Each of the parties hereto
hereby irrevocably waives, to the fullest extenthpiged by law, the defense of an inconvenient fioto the maintenance of such action or
proceeding in any such court.

(c) To the extent that the Borrolwas or hereafter may acquire any immunity fromsgigtion of any court or from any legal
process (whether through service or notice, attactiprior to judgment, attachment in aid of exemutiexecution or otherwise) with respect
to itself or its property, the Borrower hereby aoktedges and agrees that the activities contentplatehe provisions of this Agreement and
the other Financing Documents to which it is aypare commercial in nature, rather than governnh@mtpublic, and, therefore, irrevocably
and unconditionally waives, to the extent permitteder applicable law, such immunity in respedtobbligations under the Financing
Documents to which it is a party and, without limigt the generality of the foregoing, agrees thatwaivers set forth in this Section 8.07(c)
shall have the fullest scope permitted under threifno Sovereign Immunities Act of 1976 of the Udigtates and are intended to be
irrevocable for purposes of such Act. Without pdéje to the foregoing, in any action, suit, proéeggdcross claim or counterclaim in respect
of or arising out of this Agreement whether in cant or tort, to the extent that the Borrower hakeareafter acquires any immunity from
jurisdiction of any court or from any legal procéadether from service of notice, attachment inafigxecution, attachment prior
judgment, execution or otherwise) with respectdelf or its property, the Borrower hereby irreviolgavaives such immunity in respect of
obligations under this Agreement, including,
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without limitation, a waiver of immunity from theijisdiction of courts of the United States or ofide of the states of the United States
pursuant to 28 U.S.C. § 1605(a)(1), a waiver of imity from attachment in aid of execution or froreeution pursuant to 28 U.S.C. 88 1610
(a)(2) and (b)(1), a waiver of immunity from attawént prior to judgment pursuant to 28 U.S.C. § 18)1.Gand a waiver of any and all
immunities provided by the International Organiaati Immunities Act.

SECTION 8.0€urrency. This Agreement is being executed as part of ternational loan transaction in which the specifaraof
Dollars and payment at the offices of the Bankrasided herein (the “specified place of paymenit)of the essence, and Dollars shall be the
currency of account in all events. All amounts dader this Agreement and the other Financing Dociisnghall be payable to the Bank in
Dollars in immediately available funds in the sfiedi place of payment and no alternative methopgayiment shall be permitted,
notwithstanding any Dollar Constraint or any otbentingency or force majeure. For purposes her@adllar Constraint ” shall mean any
law, regulation, directive or communication imposedssued by the government of Chile, or any otmenpetent authority in Chile imposing
foreign exchange controls or other restrictionsolitfias the effect of prohibiting, preventing oragéhg the remittance of Dollars to the Ba
The payment obligations of the Borrower under #kgseement stated to be payable in Dollars shalbeadischarged by an amount paid in
another currency or in another place, whether @unsto a judgment or otherwise, to the extenttitamount so paid on conversion to
Dollars and transferred to the specified placeagfipent under normal banking procedures does nlat ffie amount of Dollars in the
specified place of payment due hereunder. If ferghrpose of obtaining judgment in any court itésessary to convert a sum due hereunder
in Dollars into another currency (the “second cuecsg), the rate of exchange which shall be appiiedll be that at which in accordance with
normal banking procedures the Bank could purchadi3 with the second currency on the Business g preceding that on which
judgment is rendered. The obligation of the Borroimaespect of any such sum due from it to thelBagreunder shall, notwithstanding
rate of exchange actually applied in rendering gudgment, be discharged only to the extent thaherBusiness Day following receipt by
the Bank of any sum adjudged to be due hereundéeisecond currency the Bank may in accordandemaitmal banking procedures
purchase and transfer to the specified place aheay Dollars with the amount of the second curreswadjudged to be due; and the
Borrower, hereby, as a separate obligation anditiatanding any such judgment, agrees to indenth#Bank against, and to pay the Bank
on demand, in Dollars, any difference between thme sriginally due to the Bank in Dollars and thecamt of Dollars so purchased and
transferred.

SECTION 8.0€ounterparts; Integration; Effectivenes$his Agreement may be signed in any number ohtaparts, each of which
shall be an original, with the same effect asédf $ignatures thereto and hereto were upon the isetnement. This Agreement constitutes the
entire agreement and understanding among the paeieto and supersedes any and all prior agresraedtunderstandings, oral or written,
relating to the subject matter hereof. This Agreeinsdall become effective upon receipt by the Baindounterparts hereof signed by each of
the parties hereto.

SECTION 8.10WAIVER OF JURY TRIALEACH OF THE BORROWER AND THE BANK HEREBY IRREVO@LY WAIVES
ANY AND ALL RIGHT TO TRIAL BY
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JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELANG TO THIS AGREEMENT OR THE TRANSACTIONS
CONTEMPLATED HEREBY.

26




IN WITNESS WHEREOF this Agreement to be dutgeuted by their respective authorized officersfabe day and year first above
written.

BORROWER
ROYAL GOLD CHILE LIMITADA

By: /s/ Tony Jense

Name Tony Jensel
Title:  Legal Representati\

By: /sl Stefan Wenge

Name Stefan Wenge
Title:  Legal Representatiy

Av. Américo Vespucio Sur 80, piso :
CP 758 1050 Las Cond
Santiago, CHILE

LENDER
HSBC BANK USA, NATIONAL ASSOCIATION

By: /sl P.E. Kavanag

Name P.E. Kavanag!

Title:  Senior Vice President, CB Resources and Energy:
Domestic Lending Offic

452 Fifth Avenue

New York, NY 1001¢

Attn.: Ted Kavanag!

Facsimile: (212) 52-6581

EuroDollar Lending Office
452 Fifth Avenue
New York, New York
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NOTE

$15,750,00( New York, New Yorl
March 1, 200

For value received, ROYAL GOLD CHILE LIMITADAa Chilean limited liability company (theBorrower ), promises to pay to the
order of HSBC Bank USA, NATIONAL ASSOCIATION (theBank "), the principal sum of FIFTEEN MILLION SEVEN HUNDREBND
FIFTY THOUSAND DOLLARS ($15,750,000), or so muclethof as shall be advanced by the Bank to the Betras Loans pursuant to 1
Agreement referred to below and not be repaidhemtaturity date provided for in the Agreement. Bloerower promises to pay interest on
the unpaid principal amount of each such Loan erdtites and at the rate or rates provided forarCitedit Agreement. All such payments of
principal and interest shall be made in lawful mooéthe United States in Federal or other immedljaavailable funds at the office of the
Bank at 452 Fifth Avenue, New York, New York 10018.

All Loans made by the Bank, the respectivesyfhereof and all repayments of the principalgbgshall be recorded by the Bank and, if
the Bank so elects in connection with any trangfeenforcement hereof appropriate notations toenge the foregoing information with
respect to each such Loan then outstanding mapderged by the Bank on the schedule attached hemrtm a continuation of such schec
attached to and made a part hereof provided tedbiture of the Bank to make any such recordatioendorsement shall not affect the
obligations of the Borrower hereunder or underGhedit Agreement.

This note is the Note referred to in the T&iman Agreement dated as of March 1, 2007 betweeBthrower and the Bank (as the same
may be amended from time to time, th&greement”). Terms defined in the Agreement are used hesdtin the same meanings. Reference
is made to the Agreement for provisions for therpegt and prepayment hereof, the acceleration afidi@rity hereof and the rights and
remedies of the Bank hereunder.

ROYAL GOLD CHILE LIMITADA
By: /s/ Tony Jensen

Name: Tony Jenser
Title: Legal Representativ

By:  /s/ Stefan Wenget
Name: Stefan Wengel!
Title: Legal Representativ
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Exhibit 10.z

GUARANTEE

Dated: as of March 1, 20
SECTION 1. Definitions. The following terms have the following meaningdass otherwise specified herein:
“ Bankruptcy Codé shall mean the United States Bankruptcy Code,aarydamendments thereto (Title 11, United Statefello

“ Borrower” shall mean Royal Gold Chile Limitada, a Chileanited liability company.

“ Business Day shall mean any day except a Saturday, Sundayher alay on which commercial banks in New York Gitg authorized by
law to close.

“ Claims” shall mean each “claim” as that term is defineder Section 101(5) of Bankruptcy Code.

“ Collateral” shall mean any property which directly or inditlgcsecures payment or performance of any of tlabilities or Obligations.
“ Dollars ” shall mean the lawful currency of the United 8tat

“ Guarantor’ shall mean Royal Gold, Inc., a Delaware corporati

“ Guarante€ shall mean this Guarantee.

“ Lender” shall mean HSBC Bank USA, National Associatids,successors and assigns, and any Person actggiaisor nominee for
HSBC Bank USA, National Association and any corfioreor other entity which is owned or controlleidedtly or indirectly by, or is under
common control with HSBC Bank USA, National Assdicia , and/or HSBC Holdings plc.

“ Liabilities " shall mean any and all indebtedness, obligat{@isether monetary or non-monetary) and liabilité§&uarantor to Lender
under this Guarantee, and all Claims thereon.

“ Loan Agreement shall mean that certain Term Loan Agreementvafnedate herewith, among Borrower and HSBC Bank U$#tional
Association.

“

Obligations” shall mean any and all indebtedness, obligatanliabilities of the Borrower to Lender under ttean Agreement and
related promissory note, and all Claims of Lendgirast the Borrower, now existing or hereafteriagainder the Loan Agreement and
related promissory note, in each case, whetherlabsor contingent, secured or unsecured, maturedtomatured, monetary or non-
monetary, arising out of contract or tort, liquigldtor unliquidated, arising by operation of lanotrerwise and all extensions, renewals,
refundings, replacements and modifications of drth@ foregoing.

“ Person” shall mean any natural person, corporation, Eehiiability company, partnership, trust, governtnanother association or legal
entity.

“ United State$ means the United States of America.

SECTION 2. Scope of Guarantedn consideration of any extension of credit drestfinancial accommodation heretofore, now or aftee
made by Lender to or for the account of the Bormwidether voluntary or obligatory, Guarantor hgrabsolutely, irrevocably and
unconditionally guarantees, as primary obligor aatimerely as surety, to Lender the prompt and ¢et@payment and performance when
due (whether at stated maturity, upon demand, tpyired prepayment, acceleration, or otherwise) of




all Obligations and the performance of each ofBberower’s covenants and obligations under all loan agreessndacuments and instrume
evidencing or relating to any Obligations or unddiich any Obligations may have been issued, creas=ilimed, suffered involuntarily, or
guaranteed, and the prompt and complete paymeait fees and expenses incurred in collecting ooenirfig the same, including fees and
reasonable expenses of legal counsel, as moreskilfprth below, all of which conclusively shadl Heemed to have been incurred in reliance
upon this Guarantee, as if each of the foregoinge e direct and primary legal responsibility afa@antor and not the Borrower.

SECTION 3. Reinstatementlf after receipt of any payment of, or of Collateapplied (or intended to be applied) to the pagtof, all or

any part of the Obligations, Lender is for any ceasompelled to surrender or voluntarily surrendsush payment or Collateral to any
person, (a) because such payment or applicati@obéteral is or may be avoided, invalidated, deszddafraudulent, set aside, determined ti
void or voidable as a preference, fraudulent coameg, impermissible setoff or a diversion of tfusids; or (b) for any other reason,
including without limitation (i) any judgment, dexer or order of any Court or administrative bodyihgyurisdiction over Lender or any of its
property, or (ii) any settlement or compromise 10§ auch claim effected by Lender with any suchnetait (including the Borrower), then the
Obligations or part thereof intended to be satikfikall be reinstated and continue and this Gueeasttall continue in full force as if such
payment or Collateral had not been received by egmibtwithstanding any revocation thereof or theaellation of any note or other
instrument evidencing any Obligation or otherwises Guarantor shall be liable to pay to Lender, lar@by does indemnify Lender and h
Lender harmless for, the amount of such payme@atiateral so surrendered and all expenses (inofudil attorneys’ fees, court costs and
expenses attributable thereto) incurred by Lenu¢hne defense of any claim made against Lendemtapayment or Collateral received by
Lender in respect of all or any part of the Obligas must be surrendered. The provisions of thidi®e 3 shall survive the termination of tl
Guarantee, and any satisfaction and dischargesdBtirower by virtue of any payment, court ordeany federal or state law.

SECTION 4. Waiver. Guarantor hereby waives (a) notice of acceptaftieis Guarantee and all notice of the creatiomemrsion or accrual

of any of the Obligations; (b) promptness, diligengresentment, demand for payment, notice of dish@nd protest; (c) notice of any other
nature whatsoever, except for notices specifigalyvided for in this Guarantee or which may notwagved under applicable law; (d) any
requirement that Lender take any action whatsoagainst the Borrower or any other party or file alaim in the event of Bankruptcy of the
Borrower; or (e) failure to protect, preserve aai to any Collateral or to exercise or enforcadar’s rights under any other guaranties of or
security for the Obligations; and Guarantor furtagrees that this Guarantee will not be discha(geblject to the provisions contained in
Section 10) except by complete performance of bligations of the Borrower and the Liabilities oii&antor hereunder.

SECTION 5. Consent Guarantor hereby consents that from time to temel, without further notice to or consent of GuémarLender may
take any or all of the following actions withoutdnishing, releasing or otherwise affecting théilisy of Guarantor to pay and perform un
this Guarantee: (a) extend, renew, modify, compsersettle or release the Obligations (includingpetit limitation any increase or decrease
in the interest rate); (b) release or compromiseliability of any party or parties with respect@bligations; (c) release its security interest in
any or all of the Collateral or exchange, surrendeotherwise deal with the Collateral as Lendaymetermine; or (d) exercise or refrain
from exercising any right or remedy of Lender agaany person or property.

SECTION 6. Guarantee AbsoluteThe Guarantor acknowledges that this GuarantéétenGuarantor’s obligations under this Guaraatee
and shall at all times continue to be absolutelwaranditional in all respects, and shall at alleggnbe valid and enforceable irrespective of
other agreements or circumstances of any naturésedneer which might otherwise constitute a defénghis Guarantee and the obligations
of the Guarantor under this Guarantee or the ofitiga of any other person or party (including, withlimitation, the Borrower) relating to
this Guarantee, the Liabilities or the Obligatiimespective of any lack of validity, regularity enforceability of the Obligations or any note,
instrument or agreement evidencing the same dingléhereto, the acceptance of additional guaesnte collateral or the termination, by
operation of law or otherwise, of the liability afiyone with respect to the
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Obligations, or any other circumstance which mighierwise constitute a defense available to, asehdrge of, the Borrower.

SECTION 7. WAIVER OF SUBROGATION . NOTWITHSTANDING ANY PAYMENT OR PAYMENTS MADE BY GUA RANTOR
HEREUNDER, OR ANY SETOFF BY LENDER OR APPLICATION B Y LENDER OF ANY COLLATERAL OR OF ANY

CREDITS OR CLAIMS, GUARANTOR WILL NOT ASSERT OR EXE RCISE ANY RIGHTS OF LENDER OR GUARANTOR
AGAINST THE BORROWER TO RECOVER THE AMOUNT OF ANY P AYMENT MADE BY GUARANTOR TO LENDER, BY
SETOFF, APPLICATION OF ANY COLLATERAL OR OTHERWISE, HEREUNDER OR UNDER ANY OTHER GUARANTEE

OR OTHER AGREEMENT BY WAY OF SUBROGATION, REIMBURSE MENT, CONTRIBUTION, INDEMNITY, OR

OTHERWISE ARISING BY CONTRACT OR OPERATION OF LAW, AND GUARANTOR SHALL HAVE NO RIGHT OF
RECOURSE TO OR ANY CLAIM AGAINST ANY ASSETS OR PROPERTY OF THE BORROWER, ALL OF SUCH RIGHTS

BEING HEREIN EXPRESSLY WAIVED BY GUARANTOR UNLESS A ND UNTIL ALL OF THE OBLIGATIONS OF THE
BORROWER HAVE BEEN SATISFIED IN FULL. If there is more than one Guarantor, each Guaramgfees not to seek contribution
from any other Guarantor until all the Obligatisisll have been paid in full. If any amount shaWertheless be paid to a Guarantor by
Borrower or another Guarantor such amount shatidbe in trust for the benefit of Lender and shattliwith be paid to Lender to be credited
and applied to the Obligations, whether maturednonatured. The provisions of this Section 7 shalise the termination of this Guarantee,
and any satisfaction and discharge of the Borrdwerirtue of any payment, court order or any fetlerastate law.

SECTION 8. Expenses Guarantor hereby agrees to pay any and all eegansurred by Lender in enforcing any rights urttier Guarantee
or in defending any of its rights or any amountseieed hereunder. Without limiting the foregoingja®antor agrees that whenever any
attorney is used by Lender to obtain payment heteyro advise it as to its rights, to adjudicie ights of the parties hereunder or for the
defense of any of its rights or amounts receiveéinader, Lender shall be entitled to recover a@somable attorneys’ fees, court costs, and
expenses attributable thereto.

SECTION 9. Binding Effect. Except to the extent it may be terminated in edaoce with Section 10, this Guarantee shall renmafull force
and effect and shall be binding upon Guarantosutzessors and assigns, in accordance with s terotwithstanding any increase, decr
or change in the partners of Guarantor, if it sdaé a partnership, or the merger, consolidationearganization of Guarantor, if it be a
corporation or limited liability company, or anyhetr change concerning the form, structure or sabstaf any such entity.

SECTION 10. Continuing Guarantee; Terminatioifhis Guarantee is a continuing guarantee, whiell semain in effect until notice of
termination in writing from Guarantor is actualceived by Lender at Lender’s address set fortbvbebuch termination will be effective
only with respect to all Obligations incurred ontracted by the Borrower or acquired by Lenderrdfte date on which such notice is so
received, but this Guarantee shall remain in fuité and effect as to all Obligations existinghat date of receipt of such naotice, including all
renewals, compromises, modifications, extensiomsahner amendments relating thereto, all intetresteton and collection expenses therefor,
until full payment of such Obligations to Lender.

SECTION 11. Obligations Deemed to Become Duéthe Borrower or Guarantor makes an assignrfarthe benefit of creditors or a trus
or receiver is appointed for the Borrower or Guswaor for any of its respective property; or amggeeding by or against the Borrower or
Guarantor (or any other guarantor), under any hgriky, reorganization, arrangement of debt, insudyereadjustment of debt, receivership,
liquidation or dissolution law or statute is comroed; or Guarantor fails to furnish to Lender suoharcial information concerning Guarantor
as Lender may from time to time reasonably requaesthe case may be, then all Obligations, regssdiétheir terms, for the purposes of this
Guarantee, together with all Liabilities, shallibenediately due and payable, notwithstanding trseabe of any default by the Borrower
under any of the Obligations.




SECTION 12. Assighnment Lender may, without notice, assign the Obligatian whole or in part, and each successive assighthe
Obligations so assigned may enforce this Guardoteats own benefit with respect to the Obligati@msassigned.

SECTION 13. Notices. Each notice or other communication hereundel dleah writing, shall be sent by messenger, byified or
registered first class mail, return receipt reqe@sby Federal Express, Express Mail or other neizegl overnight delivery service or by
facsimile transmitter or tested telex (if such fatke or telex number is noted as provided heren)] shall be effective if by hand, upon
delivery, if by such overnight delivery service gofl) day after dispatch, and if mailed by firgtsd mail as abovgrovided, five (5) days aft:
mailing, and shall be sent as follows:

If to the Guarantor, to tddress, facsimile, or tested telex number s#t foglow its signature or such other address, ifaitssi
or tested telex number as it may designate, bytemritotice to Lender as herein provided or suckradlddress, facsimile or tested telex
number as may appear in the records of Lender.

If to Lender, to the followg address:

HSBC Bank USA, National Association
452 Fifth Avenue
New York, New York 10018
Attention: Ted Kavanagh
Fax: (212) 525-6581

or such other address as it may designate, byewnitbtice to the Guarantor as herein provided.

SECTION 14. Other Guarantees; Amendmenihe execution and delivery hereafter to LendeGhyarantor of a new instrument of
guarantee shall not terminate, supersede or c#risghstrument, unless expressly provided themma, this instrument shall not terminate,
supersede or cancel any instrument of guarantegopsdy delivered to Lender by Guarantor, and ights and remedies of Lender hereunder
or under any instrument of guarantee hereafteemthfore executed and delivered to Lender by Guiarahall be cumulative and may be
exercised singly or concurrentljhis Guarantee may be amended only by a writing exeted by Guarantor and a duly authorized

officer of Lender; provided , that Lender is authorized to fill in any blank spaces and to otherwise complete this Guarantee andrcect
any patent errors herein.Notwithstanding anything to the contrary set fabove, this Guarantee supersedes and replacsseintitety all
guarantees executed by Guarantor in favor of Lepder to the date hereof.

SECTION 15. No Waiver; Cumulative Remediedlo delay on the part of Lender in exercising ahits options, powers or rights, or partial
or single exercise thereof, shall constitute a emttiereof NO WAIVER OF ANY PROVISION OF THIS GUARANTEE IS

EFFECTIVE UNLESS MADE IN WRITING AND EXECUTED BY A DULY AUTHORIZED OFFICER OF LENDER. All rights and
remedies hereunder are cumulative and may be erersingly or concurrently.

SECTION 16. Statute of Limitations Any acknowledgment, new promise, payment of ppialcor interest or other act by the Borrower or
others with respect to the Obligations shall barkto be made as agent of Guarantor, and shik Btatute of limitations in favor of
Guarantor against Lender shall have commencediaall the running of such statute of limitatioasd if such statute of limitations shall
have expired, prevent the operation of such statute

SECTION 17. GOVERNING LAW; CONSENT TO JURISDICTION; SERVICE OF PROCESS. THIS AGREEMENT SHALL BE
GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE IN TERNAL LAWS OF THE STATE OF NEW YORK
WITHOUT GIVING EFFECT TO CONFLICT OF LAWS PRINCIPLE S. GUARANTOR AGREES THAT ANY ACTION, SUIT OR
PROCEEDING IN RESPECT OF OR ARISING OUT OF THIS AGR EEMENT MAY BE INITIATED AND PROSECUTED IN ANY
COURT IN THE STATE OR FEDERAL COURTS, AS THE CASE M AY BE, LOCATED IN NEW YORK COUNTY, NEW YORK
GUARANTOR




CONSENTS AND SUBMITS TO THE EXERCISE OF NON-EXCLUSIVE JURISDICTION OVER ITS PERSON BY ANY SUCH
COURT HAVING JURISDICTION OVER THE SUBJECT MATTER, AND CONSENTS TO THE SERVICE OF PROCESS IN
ANY SUCH ACTION OR PROCEEDING BROUGHT IN NEW YORK B Y THE DELIVERY OF SUCH PROCESS TO
GUARANTOR AT ITS ADDRESS REFERRED TO IN SECTION 13 HEREOF. GUARANTOR HEREBY AGREES THAT THE
FAILURE OF GUARANTOR TO ACTUALLY RECEIVE SUCH COPY BY UNITED STATES REGISTERED MAIL SHALL NOT
IMPAIR OR AFFECT THE VALIDITY OF SUCH SERVICE OR AN Y JUDGMENT RENDERED IN ANY ACTION OR
PROCEEDING BASED THEREON. NOTHING IN THIS SECTION 1 7 SHALL AFFECT THE RIGHT OF THE LENDER TO
SERVE LEGAL PROCESS IN ANY OTHER MANNER PERMITTED B Y LAW. GUARANTOR AGREES THAT A FINAL
JUDGMENT IN ANY SUCH ACTION OR PROCEEDING SHALL BE CONCLUSIVE AND MAY BE ENFORCED IN OTHER
JURISDICTIONS BY SUIT ON THE JUDGMENT OR IN ANY OTH ER MANNER PROVIDED BY LAW.

SECTION 18. Payments Free and Clear of All Taxé&sch payment to be made hereunder shall be ficeelaar of, and without deductions
for or on account of any present or future tax@gdsts, charges, levies, compulsory loans or atfittholdings or deductions whatsoever. If
Guarantor shall be required by applicable law t&erany such deduction from any payment hereunijehe(sum payable shall be increased
as may be necessary so that after making all redjgieductions (including deductions applicableddittonal sums payable under this
paragraph) Lender receives an amount equal tautindtsvould have received had no deductions beestem@) Guarantor shall make such
deductions, and (iii) Guarantor shall pay the &lount deducted to the relevant taxation authorityther authority in accordance with
applicable law. In addition, Guarantor agrees tp, ffanecessary, all stamp, documentary, or sim#aes or any other excise or property
taxes, charges or similar levies which arise fromm payment made hereunder or from the executidiveds or registration of, or otherwise
with respect to, this instrument.

SECTION 19Currency. This Agreement is being executed as part of srnational loan transaction in which the specif@aof Dollars ant
payment at the offices of Lender at the addressifspa in Section 13 above (the “ specified plaé@ayment’), is of the essence, and Dolli
shall be the currency of account in all events.aftlounts due under this Agreement shall be payatilender in the United States, as set
forth above, in Dollars in immediately availablaéls in the specified place of payment and no atera method of payment shall be
permitted, notwithstanding any Dollar Constrainaay other contingency or force majeure. For puepdeereof, “ Dollar Constrairitshall
mean any law, regulation, directive or communigatimmposed or issued by the government of Chilengrather competent authority in Chile
imposing foreign exchange controls or other restms which has the effect of prohibiting, prevegtor delaying the remittance of Dollars to
Lender. The payment obligations of Guarantor urtiisrAgreement stated to be payable in Dollarsl stwlbe discharged by an amount paid
in another currency or in another place, whethesymnt to a judgment or otherwise, to the extesit e amount so paid on conversion to
Dollars and transferred to the specified placeagfipent under normal banking procedures does nlat ffie amount of Dollars in the
specified place of payment due hereunder. If ferghrpose of obtaining judgment in any court itésessary to convert a sum due hereunder
in Dollars into another currency (the " second enny”), the rate of exchange which shall be applied steathlat at which in accordance w
normal banking procedures Lender could purchas&afolith the second currency on the Business Ray preceding that on which
judgment is rendered. The obligation of Guaramaespect of any such sum due from it to Lendeednsder shall, notwithstanding the rat
exchange actually applied in rendering such juddgmendischarged only to the extent that on theri&ss Day following receipt by Lender
any sum adjudged to be due hereunder in the seronehcy Lender may in accordance with normal bragnkirocedures purchase and trar
to the specified place of payment Dollars with éneount of the second currency so adjudged to beashekGuarantor, hereby, as a separate
obligation and notwithstanding any such judgmegteas to indemnify Lender against, and to pay Lendedemand, in Dollars, any
difference between the sum originally due to Leridddollars and the amount of Dollars so purchaassd transferred.

SECTION 20. Severability. If any one or more of the provisions containethis Guarantee or any document executed in coimmect
herewith shall be invalid, illegal or unenforcealmeany respect under
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any applicable law, the validity, legality and emtfeability of the remaining provisions containeddire shall not (to the full extent permitted
by law) in any way be affected or impaired.

SECTION 21. Headings The descriptive headings used in this Guarantéoa convenience only and shall not be deemexdfézt the

meaning or construction of any provision hereof.
SECTION 22. WAIVER OF CERTAIN OTHER RIGHTS GUARANTOR HEREBY WAIVES THE RIGHT TO INTERPOSE ANY

DEFENSE, SET-OFF, COUNTERCLAIM OR CROSS-CLAIM OF AN Y NATURE OR DESCRIPTION, ANY OBJECTION BASED
ON FORUM NON CONVENIENS OR VENUE, AND ANY CLAIM FOR CONSEQUENTIAL, PUNITIVE OR SPECIAL
DAMAGES.

SECTION 23. REPRESENTATIONS AND WARRANTIES OF GUARANTOR

Guarantor represents and warrantender that:

(i) Validity; Due AuthorizationGuarantor (i) is a corporation duly organizedidip existing and in good standing under the
General Corporation Law of the State of Delawaigig duly qualified and in good standing in evéuyisdiction in which it presently
engages in business and in which such qualificasi@aquired; (iii) has the power, authority angdkright to own, lease and enjoy
undisturbed the assets of its business and engatgehiusiness as now conducted; and (iv) hasdlep authority and legal right to enter
into and execute this Guarantee.

(i) Financial Statement§he financial statements of Guarantor previodglvered to Lender are the most recently available
financial statements and are complete and corretpeesent fairly the financial condition of Guararand there has been no material
adverse change in the financial condition of Gutmasince the date of such financial statements.

(iif)_Other Agreementeither the execution, delivery and performanicthis Guarantee, nor the consummation of the
transactions contemplated herein, nor compliantle thie terms, conditions and provisions hereof wilate, conflict with or result in the
breach of any of the terms, conditions or provisiofthe charter documents of Guarantor, or ofindgnture or other agreement to which
Guarantor is now a party or otherwise bound or liictv any of its properties or other assets is sp@r any law, statute, order, rule or
regulation of any government instrumentality apgihie to any of them or by which its property is bdunor will it result in the creation or
imposition of any lien except for those being ceean favor of Lender.

(iv) Litigation There are no pending or threatened actions, suftsoceedings against or affecting Guarantorriyefore any
court, commission, bureau or other governmentah@ger instrumentality, which, individually or ihe¢ aggregate, if determined adversely
to Guarantor, would have a material adverse effed¢he business, properties, operations, or camdifinancial or otherwise, of Guarant

(v) SolvencyGuarantor is Solvent prior to and after givinfgef to the consummation of the transactions coptatad by this
Guarantee. (For the purposes hereof, Guarant@aként” if (i) the fair market value of all of ifgroperty is in excess of the total amount
of its debts (including contingent liabilities)i)(it is able to pay its debts as they mature) {iidoes not have unreasonably small capital for
the business in which it is engaged or for anyrmes or transaction in which it is about to engage; (iv) it is not “insolventas such teri
is defined in Section 101 (32) of the Bankruptcyd€9




SECTION 24. WAIVER OF TRIAL BY JURY. EACH OF LENDER AND GUARANTOR HEREBY WAIVES TRIAL BY JURY IN
ANY ACTION, PROCEEDING, CROSS-CLAIM OR COUNTERCLAIM BROUGHT BY OR AGAINST IT ON ANY MATTERS
WHATSOEVER, IN CONTRACT OR IN TORT, ARISING OUT OF OR IN ANY WAY CONNECTED WITH THIS GUARANTEE
OR THE OBLIGATIONS.

IN WITNESS WHEREOF, the @amtor has executed this Guarantee.

[SEAL]

Chief Executive Office and Address for Noti ROYAL GOLD, INC.

1660 Wynkoop Stree By: /s/ Tony Jense

Suite 160( Name Tony Jensel

Denver, Colorado 8021132 Title:  President and Chief Executive Offic

Attn: Chief Financial Office
Fax: (303) 595 938

City and County of Denver
State of Colorado

On this 1stday of March, 2007, before me personally appeared Tony Jernweme known, and known to me to be the Presidedt
Chief Executive Officeof Royal Gold, Inc., the corporation which executieel foregoing instrument, and the said person daknowledged
to me that it executed said instrument for and @maltf of and with the authority of the said corpgimna for the uses and purposes therein
mentioned.

Karen Passavanti Gro
Notary Public

My Commission Expires: 07-02-2007
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1660 Wynkoop St., Suite 1000
Denver, Colorado 80202-1132
(303) 573-1660

FAX (303) 595-9385
www.royalgold.com

Email: royalgold@royalgold.com

@ RoOYALGOLD,INC

February 28, 2007
Private & Confidential

Mr. Mark Kucher

Chairman

Battle Mountain Gold Exploration Corp.
One East Liberty Street

Sixth Floor, Suite 9

Reno, Nevada 89504

Re: One Year Bridge Facility for Battle Mountain Gold Exploration Corp.
And BMGX (Barbados) Corporation

Dear Mr. Kucher:

Royal Gold, Inc. (“Royal”) is willing to prodie Battle Mountain Gold Exploration Corp. (“BMGXahd BMGX (Barbados) Corporation
(“BBC") a secured one year bridge facility for ttegpayment of certain bridge funding already in p|dor the partial prepayment of certain
debt obligations, and for the acquisition of spedifroyalty interests on the terms and subjedb¢ocbnditions set forth in this letter agreen
and in the US $20.0 Million Bridge Loan Term Shegached to and by this reference incorporatedthitoletter agreement (“Term Sheet”).
BMGX and BBC may accept this offer of finance ay éime prior to 5:00 PM PST on Wednesday, Febr2&y2007, by executing duplicate
original copies of this letter agreement and rehgmone fully executed original to Royal.

General Characteristics of Bridge Facility

The $20.0 Million Bridge Term Loan (the “Fatyit) shall be a one-year term loan available (sgbjo certain conditions in the final
documentation) in up to four advances totallinghi@ aggregate, up to US $20 million. Proceeds fitwarFacility may be used only for the
purposes specified in the Term Sheet. The amouailade under the Facility may be reduced from 128 fillion to US $15 million upon
the occurrence of the event specified under “Rgtoimount” in the Term Sheet. Advances under theliBashall bear interest at twelve
(12) month LIBOR plus three percent (3%). Intesdsdll accrue and be paid, with the outstandingcpal, in cash 365 days from the Closing
Date, which shall be March 9, 2007 or such othée da the parties shall agree in writing.




Royal shall have the right at any time to aall principal, interest or other expenses dite common shares of BMGX at the
conversion price specified under “Conversion Ogtiarthe Term Sheet.

The Facility and all obligations of BMGX andBB shall be secured by a second ranking secutiéydst in the assets of BMGX and BBC,
ranking only behind the existing Gold Facility Agreent between BMGX and Macquarie Bank Limited it of priority. However, upon
completion of certain prepayments specified un&scurity” in the Term Sheet, Royal shall be graméiist priority perfected security
interest in certain royalty interests to be acqlirewhole or in part with proceeds from the Fagjlas set forth under “Security” in the Term
Sheet.

The Facility shall include representationsyramties, affirmative and negative covenants, evehtefaults, indemnifications and other
provisions customary for transactions of this tyipeluding but not limited to those set forth irethierm Sheet.
Definitive Documentation

The “Definitive Documentation” for the Fagylits anticipated to include:

. a Bridge Term Loan Agreement between BMGX, BBC Rogal;

. a Deposit Account Control Agreement between BMBRC, Royal and BMGX’s bank in respect of the prexeaccount described
under“Royalty Proceeds Accol” in the Term Shee

. an intercreditor agreement between BMGX, BBC, RoyaMIGOLD and Macquarie Bank Limitet
. a subordination agreement between BMGX, Royal &MGOLD; and

. such mortgages, other security documents or ab@uments as may be necessary to effect the ttimsmcontemplated in this
Letter Agreement and the Facility and to createarfiect security interests in the assets and tpy#kerests held by BMGX and its
affiliates, as described und“Security” in the Term Shee

Schedule

Immediately following acceptance of this oftdifinance as provided herein, Royal, BBC and BM&¥ll work expeditiously and in good
faith to execute and deliver the Definitive Docuraion on or before the Closing Date. Royal, BB@ &WVGX anticipate funding the first
advance on March 22, 2007.

Information

Each of BBC and BMGX hereby represents andams that (i) all information concerning BMGX aB&8C or any of their subsidiaries
that has been or will be made available to Royalmyr of Royal’s representatives, subsidiaries filiaés is, or will be when furnished,
complete and correct in all material respects avesdhot, or will not when furnished, contain anyrue statement of a material fact or omit to
state a material fact necessary in order to makestéitement contained
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therein not misleading in light of the circumstamec@der which such statements are made and (fipaticial projections concerning BMGX
or BBC that have been or will be made availablRdégyal have been prepared or will be prepared iddaith based upon reasonable
assumptions at the time they were made. You agrsepplement, or cause to be supplemented, thermiaton provided to Royal as
described above from time to time until the Clodbae.

Complete Agreement

This letter agreement constitutes the comggteement between the parties with respect to IRogeovision of the Facility to BMGX ar
BBC. This letter agreement, together with the T&tmeet, is intended to constitute legally bindind anforceable obligations of the parties,
subject to execution and delivery of Definitive Marentation, which when executed and delivered shaérsede and replace this letter
agreement in all respects and for all purposethdrevent the Definitive Documentation is not exteduand delivered prior to March 22, 20
then Royal nonetheless shall fund in accordande thé Term Sheet and Royal, BBC, and BMGX shalticoe to work diligently toward a

Termination

If not accepted by BMGX and BBC in the manpeavided herein at or before 5:00 PM PST on Felyr@8r 2007, this offer of finance
shall expire and, in the absence of bad faithheeiparty shall have any duty or obligation to dtiger. If BMGX and BBC desire to accept
this offer of finance but are unable to do so beeddacquarie Bank Limited has not consented tdérémesactions contemplated herein, then
Royal, BMGX and BBC shall negotiate in good faitreasonable extension to the foregoing deadling tlae same deadline set forth in
paragraph 9 of the letter of intent between Roydl BMGX dated February 24, 2007 (the “Letter oEhtt) shall be amended accordingly. If
this offer of finance shall expire without timelgaeptance:

. the provisions of the Nondisclosure Agreemeniveen Royal and BMGX dated February 21, 2007, aswdeatefrom time to time
(the“Nondisclosure Agreeme”), shall continue in full force and effect in accordarwith its terms; bt

. the Letter of Intent shall terminate in accordawith paragraph 9 thereof in the absence of bad faitreach of paragraph 5 there

Indemnification

BBC and BMGX agree to indemnify and hold harssl Royal and each of its respective affiliatagatiors, officers, employees, partners,
representatives and and agents and each of tepegtive heirs, successors and assigns (eachna@enhified Party”) for any loss, action,
suit, damages, expenses, liability or claim of kimg or nature to which such Indemnified Party rhagome subject with respect to the
execution, delivery, enforcement and performandhisfletter agreement or the Definitive Documentat
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Confidentiality

Royal and BMGX ratify and confirm, and agreebntinue to be bound by, the terms and conditidribe Nondisclosure Agreement.

Applicable Law

This letter agreement shall be governed bycamdtrued in accordance with the laws of the Sth@olorado without giving effect to the
conflict of laws provisions thereof.

Confirmation of Acceptance

If the terms and conditions of finance setiauhis letter agreement and the Term Sheet arepaable to you, please indicate your
acceptance by signing duplicate original copiethisfletter and returning one fully-executed oraito us.

Very truly yours,
ROYAL GOLD, INC.
By: /s/ Tony Jensen

Tony Jenser
President and Chief Executive Offic

Accepted for and on behalf of Battle Mountain GoldExploration Corp.

By: /s/ Mark D. Kuche

Mark D. Kucher
Chairman
Date: February 28, 200

Accepted for and on behalf of BMGX (Barbados) Corpaation

By: /s/ Mark D. Kuche

Mark D. Kucher
Presiden
Date: February 28, 2007
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Co — Borrowers:

Lender :
Facility:

Purpose:

Facility Amount:

Interest Rate:

Default Rate:

Interest Payments:

Maturity Date:

Amortization:

ROYALGOLD,INC
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BMGX (Barbados) Corporation (“BBC”) and Battle Maain Gold Exploration Corp. (“BMGX”)
on a joint and several ba:

Royal Gold, Inc., a Delaware corporati
A term loan available in up to four dras

To part finance (i) the acquisition of the 2% NSfRalty on gold and silver production from the
Dolores project (the “Dolores Royalty 11") for cashnsideration of not more than US$9,450,000,
(i) the acquisition of a royalty interest in Inést A for cash consideration of not more than
US$5,000,000 (the “Interest A Royalty”), (iii) tequisition of a royalty interest in Interest B for
cash consideration of not more than US$3,500,0@®“(hterest B Royalty”), (iv) the prepayment
of the Gold Facility Agreement for which advancesler the Facility shall not be more than
US$600,000 and (v) the repayment and cancellafidmeoU S$4,000,000 Bridge Finance Facility
Agreement, between Battle Mountain Gold Explorat@orp. and 1212500 Alberta Ltd., as
Borrowers, and Macquarie Bank Limited, as Bridgader, dated April 25, 2006 (the “Bridge
Loan”), which payment may include accrued intecdsip to US$450,000, provided, however, that
the Borrower may not use the Facility for the pwgoutlined in (iv) or (v) above until after, or
simultaneously with, the closing of the Dolores Riby I acquisition.

Up to US$20,000,000, provided, however, that toetktent the acquisition of Interest A Royalty
has not been completed by March 31, 2007 (the ‘Sitiam Date”), the available Facility Amount
will be reduced to US$15,000,0(

Advances under the Facility shall bear interestvatve (12) month LIBOR plus 3%. LIBOR shall
be determined with reference to the quote contaiméige Wall Street Journal on the date of the
giving of a Notice of Borrowing

Upon the occurrence and continuation of a Defaulivent of Default, advances under the Facility
shall bear interest at an interest rate of thedsteRate plus 2% per annu

Interest payable under the Facility shall accrue lzen paid in cash on the Maturity Date, unless
prior to the Maturity Date as the result of a Matodya Prepaymen

365 days from the Closing De

All amounts outstanding under the Facility shalkune on the Maturity Date. Any amounts repaid
under the Facility may not be-borrowed.
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Security:

Royalty Proceeds Account

Mandatory Prepayments:

RoyALGOLD, INC
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The Facility shall be secured by a second rank@agisty interest in the assets of the Borrowers,
ranking only behind the Gold Facility Agreementénms of priority. However, upon completion
the Initial Gold Facility Prepayment and the Se@mydsold Facility Prepayment, the Lender shall
be granted a first priority perfected security et in the Dolores Royalty Il, the Interest A
Royalty, the Interest B Royalty and the Royaltydeeds Accoun

Upon completion of the Initial Gold Facility Prepagnt and the Secondary Gold Facility
Prepayment, the Borrowers will establish a procesdsunt into which royalty payments from the
Dolores Royalty Il, the Interest A Royalty and théerest B Royalty must be deposit

To the extent the Facility Amount has been reduhiezlto a failure to complete the acquisition of
the Interest A Royalty by the Transition Date, adyances in excess of US$15,000,000 shall be
repaid within five business days of the Transitiate.

Advances under the Facility shall be subject to dadary prepayments as follow

(@) 100% of the net proceeds received from any debaisse by the Borrower

(b) 100% of the net proceeds received from any eqsétyance by the BMG)

(c) 100% of the net proceeds received from any perthitsset sale by the Borrowers. i

(d) 100% of any proceeds received in the Royalty Prdedecount

Net proceeds shall be defined as gross proceedivegdess (i) all costs and expenses assoc

with the issuance of capital securities or the shl@ssets and any mandatory prepayment and|j
mandatory prepayments required under the GoldiBadijireement. Mandatory Prepayments shall
first be applied to accrued but unpaid interest thed to principal

To the extent the Definitive Merger Agreement hasbreen executed within the timeframe
contemplated by the Letter of Intent, and the daadbr execution has not been extended, or the
Lender and BMGX terminate discussions regardingtbefnitive Merger Agreement, BMGX shall
make a mandatory prepayment in an amount equhktodt proceeds available in the Escrow
Account, net of estimated expenses of this trafwaeind customary costs and expenses associate
with the equity issuanc
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Conversion Option:

Representations and
Warranties:

RoyALGOLD, INC
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The Lender shall have the right at any time to eohall principal, interest or other expenses due
into common shares of the Guarantor at a convemice of US$0.60 per share, provided,
however, that if the Definitive Merger Agreemenshmet been executed within the timeframe
contemplated by the Letter of Interest, and thellilea for execution has not been extended, or the
Lender and BMGX terminate discussions regardingtegnitive Merger Agreement, the Lender
shall have 45 days after such termination to egerits conversion option. If not exercised within
45 days of the such termination date, the converspiion shall terminatt

The Borrowers and their subsidiaries will make oosiry Representations and Warranties, on the
Closing Date and each date on which an advanegjisested, including, but not limited

(@) _Organization and Ownershifghe Borrowers are duly organized and validly gxgsunder
the laws of the jurisdictions in which they aredngorated and are qualified to do business in
all jurisdictions where the nature of their busses the ownership of their assets so requires.
The Borrowers have all requisite power and authadtown or lease their property and carry
on their busines

(b) Financial Condition The financial statements delivered to the Lersdeand when required
under the Facility are complete and correct ardiyfaresent, in all material respects, the
consolidated financial condition of the Borroweah,in accordance with GAAP. There are no
material liabilities or obligations of any naturéaisoever except as fully disclosed in the
financial statement:

(c) Ownership The capital of BBC is beneficially owned by BM@Xxd no other person has a
beneficial interest in the shares of BBC, othentha interest created by the security
documents under the Gold Facility Agreemu

(d) Authority: The Borrowers have the authority to enter inefthancing and security
documents associated with the Facil

(e) Binding AgreementEach financing and security document executembimection with the
Facility has been duly authorized and executedcandtitutes a valid and binding obligation
enforceable against the Borrowe

(H No Conflicts: The execution and delivery of the documentatisspaiated with the Facility
not conflict with or violate the terms of the Gdtdcility Agreement or any other agreemer
the Borrowers

(o) Consents and Approval#ll consents and approvals that are necessarhéexecution and
delivery of the financing and security documentd te performance of the Borrowers of
their obligations under the Facility shall be itl force and effect, including, for the
avoidance of doubt, all consents and approvalsiredjunder the Gold Facility Agreement
and the IAMGOLD Debenturt
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(h) Litigation: Except as disclosed to the Lender, there areatenal actions, suits or
proceedings against, or to the knowledge of thed®aers, threatened against the Borrowers
or their properties

(i) Immunity: The Borrowers have no immunity from jurisdictiohany court or from any legal
process

() Title to Royalties The Borrowers have good title to their royaltieirests and have duly
registered the royalty agreement in the local flicison as necessary or desirable under local
law.

(k) Taxes The Borrowers have filed or caused to be filddrelterial tax returns required to be
filed and have paid all taxes shown to be due ayalple on such returns. There are no
material disputes pending or threatened againdBdinewers.

() No Default: No Default or Event of Default has occurred asadantinuing

Affirmative Covenants: The Borrowers, and their subsidiaries, agree teranto covenants customary for transactions of
this type, until the obligations under the Facilitgve been paid in full and the commitments
terminated, including but not limited t

(@) _Information The Borrowers will provide to the Lender all res® operating and projected
technical and financial information provided torthby the operators of the properties in
which either party owns a royalty interest. The ®arers will, within five business days of
receipt, provide to the Lender all supporting stegets provided by the operators of the
properties in which either party has a royalty riest that accompany any royalty paym

(b) Financial Statement§he Borrowers will provide quarterly income, hata sheet and cash
flow statements for the first three fiscal quartefrgach year within 45 days of each quarter
end and will provide an annual income, balancetstwe@ cash flow statement to the Lender
within 90 days of each fiscal year end. All annfirsdncial statements issued by BMGX shall
be audited in accordance with GAAP by a recognimtgtnational accounting firn

(c) Notices of Extraordinary Even: The Borrowers will provide notices of any matégsgent,
including (i) any Default or Event of Default, (&ny litigation, arbitration or governmental
proceeding affecting its operations or the propsrtin which a royalty interest is held, and
(i) any default or termination of any materialrtoact, including, without limitation any
royalty contract or the Gold Facility Agreeme

(d) Existence The Borrowers will take all steps necessary tintain their existence and to
continue their current busine:

(e) _Maintain Royalty InterestsThe Borrowers shall take all action required t@imtain its
royalty contracts as validly existing, fully registd with the mining or other public registries,
and

ROYALGOLD,INC
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legalized and notarized (where required) in thagal jurisdiction.

(H Payment of TaxesThe Borrowers will ensure that all mining taxesthholding taxes and
other taxes applicable to all royalty interestsyaiel and discharged as and when they bei
due. The Borrowers shall gross up any interestiocipal payment made to the Lender for
any withholding tax associated with such paym

(o) Compliance with Law The Borrowers shall comply with all laws, rulexaegulations
applicable in the jurisdictions in which they opter:

(h) Gold Facility Prepayment8MGX shall use reasonable commercial effortsdmplete the
Initial Gold Facility Prepayment and the Secondanjd Facility Prepayment within three
(3) months of the initial advance under the Fac#ihd take all action necessary to facilitate
the exercise of common share warra

Negative Covenants: The Borrowers, and their subsidiaries, agree teranto covenants customary for transactions of
this type, until the obligations under the Facilityve been paid in full and the commitments
terminated, including but not limited t

(a) Asset SalesThe Borrowers may not sell or transfer any rgyatintract or interest, including
sales or transfers to affiliates, parent entitiesubsidiaries

(b) Limitations on Indebtednes3he Borrowers may not incur additional indebtexinef any
kind, unless the proceeds from such issuance actognake a required Mandatory
Prepayment under the Facili

(c) Limitations on Liens The Borrowers may not incur or suffer to exisy &an on its assets,
other than existing liens associated with the Gealdility Agreement and the IAMGOLD
Debenture and liens created under the Fac

(d) Limitation on Dividends The Borrowers shall not make any cash dividengrpnt,
subordinated interest or debt payment or any comshare repurchase payment, provided,
however, that the BBC may make dividend paymenBM& X.

(e) _Limitation on Issuance of SecuritieBrior to execution of the Definitive Merger
Documentation, the Borrowers shall not issue arjtahal securities, including without
limitation, removing any securities from the escrascount established with Jones, Gable &
Co. in connection with BMG's sale of common stock (t'“Escrow Accour”).

(H Amendment to Material Contract3he Borrowers may not amend any material contract
including, without limitation, royalty contracts tre Gold Facility Agreement without the
prior written approval of the Lender, provided, remgr, that the Gold Facility Agreement
may be amended without Lender approval if the ammamds do not increase the loan amo

RoyALGOLD, INC
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increase the applicable interest rates or acate the scheduled amortization of the loan. For
the avoidance of doubt, Lender approval shall eotdguired for any acceleration of the
scheduled amortization under the Gold Facility Agnent as a result of the existing terms
conditions of that facility, including the making mandatory prepayments and any exercise
by Macquarie of its right of offse

() Amendments to Organizational Documeritte Borrowers shall not amend their by-laws or
other organizational documen

(h) _Use of ProceedsThe Borrowers may not use proceeds advanced tineléracility other tha
as outlined under Purpose abao

() Arms Length TransactionsThe Borrowers shall not undertake any transacitiith a related
party unless such terms are no less favorablettiwae that could be obtained in a transaction
with a third party

() Subsidiaries The Borrowers shall not establish any new subsiel or affiliates

(k) Hedging: The Borrowers may not undertake any metal hedfgantggactions, including
forward sales, options, gold loans or any othdrumsent that fixes, caps or otherwise limits
the future metal prices to be received from thariroyalty payment:

Events of Default: The Facility shall include customary Events of Ratfaincluding the following

(a) Payment DefauliFailure to pay principal or interest when d

(b) Representations and Warranti®epresentations and warranties made by the Bersare
false or misleading when mac

(c) Covenants The breach of any covenant or other obligatiodeurihe Facility

(d) Cross DefaultA cross default to all indebtedness of the Boemsnor the Guarantor, except
for the Gold Facility Agreemen

(e) _JudgmentsAny judgment for the payment of money in excelsld $$250,000 that remains
unstayed on appeal, undismissed or undischargéihvéd days

() Project SuspensianThe projects associated with the Dolores Royéltthe Interest A
Royalty or the Interest B Royalty are abandoneplaced on care and maintenance for a
period of in excess of 90 day

(g) Project Agreement DefaulAny default occurs under any royalty contractvimich the
Borrowers have an intere:

(h) Security Interest InvalidAny security interest granted to Lender is deiead to be not
valid, perfected or having the priority agreed upbithe Closing Dat¢

ROYALGOLD,INC
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Conditions Precedent:

RoyALGOLD, INC
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Attachment of Collateral A person other than the Lender attaches or iniestproceedings to
attach all or any part of the collateral securimg Facility.

Change in Contral Any person, other than BMGX in the case of BB&alsown more than
25% of the outstanding common shares of the Bomrsyvegher than the Lende

The conditions to the Closing Date shall inclu

(@)

(b)

The execution and delivery of the financing aecurity documentation associated with the
Facility;

The receipt, by either Borrower, as apprdpriaf the required consents and approvals
required under the Bridge Loan, the Gold Faciligréement and the IAMGOLD Debenture
and Lende's satisfaction with the terms and conditions ohsapproval

The conditions to the initial advance shall inclublet not be limited tc

(@)
(b)
(©

(d)
()
(f)

(9)

The receipt of satisfactory legal opiniol
The execution and delivery of the Definitive Merdicumentation

The execution of satisfactory intercreditgreements with Macquarie Bank Limited and
IAMGOLD,

Validity of the Representations and Warrant
No Default or Event of Default exist

There has been no material adverse chantfeeinondition (financial or otherwise), business,
operations, performance or prospects of the Borewer has there been any material ad\
change to the ability of the Borrowers to repayolttigations under the Facility as and when
due or in the security interests created undeF#udity.

Receipt by the Lender of a Notice of Borrogvimot less than three business days prior to the
proposed funding date of the advar

The conditions to each subsequent advance undé&iattiity shall include

(@)
(b)
(©

(d)

Validity of the Representations and Warrant
No Default or Event of Default exist

There has been no material adverse chanthe icondition (financial or otherwise), business,
operations, performance or prospects of the Bomrewer has there been any material ad\
change to the ability of the Borrowers to repaylttigations under the Facility as and when
due or in the security interests created undeF#udity.

Receipt by the Lender of a Notice of Borrogvimot less than three business days prior to the
proposed funding date of the advar
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Amendments and Waivers:

Assignment:

Indemnity :

Costs and Expenses:

Definitions :
Closing Date:

Default

Definitive Merger Documentatiol

Gold Facility Agreement:

IAMGOLD Debenture

ROYALGOLD,INC
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To the extent advances under the Facility are dedrfor the acquisition of the Dolores Royalty
I, the Interest A Royalty or the Interest B Royathe Borrowers shall provide documentation
evidencing the closing of the transacti

To the extent advances under the Facility are dedrto repay the Bridge Loan, the Borrowers
shall provide evidence of the cancellation and teation of that agreemer

The documentation associated with the Facility matybe amended, modified or waived
without the prior written consent of the Lender &inel Borrowers

The Borrowers may not assign the obligations utigeacility. The Lender may assign its
rights and obligations under the Facility with tensent of the Borrowers, such consent not to
be unreasonably withhel

The Borrowers agree to indemnify and hold harmilesd_ender for any loss, liability or claim
with respect to the execution, delivery, enforcetagd performance of the financing and
security documentatiol

Each party shall bear their own costs and expessssciated with the establishment of the
Facility.

March 9, 2007 or such other date as the partidsair@e in writing.

means any event, which with the passage of tintkeogiving of notice, or both, would
constitute an Event of Defau

means the Definitive Agreement as that term isnaefiin the Letter of Intent dated February 24,
2007 between Royal Gold, Inc. and Battle Mountadtd@xploration Corp. (the “Letter of
Inten”)

means the gold facility agreement between 12129b@r#a Ltd, as Facility User, Battle
Mountain Gold Exploration Corp., as Guarantor aratiuarie Bank Limited, as Facility
Provider, dated April 25, 200

means the debenture issued to IAMGOLD, dated &%;l2006, in the amount of US$2 million,
which shall be subordinated to the obligationshef Borrower and the Guarantor under the
Facility.
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Initial Gold Facility Prepayment

Interest A:

Interest B:

Macquarie Proceeds Accour

Secondary Gold Facility Prepaymel
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means the prepayment of the May 2007, August 288November 2007 gold deliveries
under the Gold Facility Agreemel

means the interests described in Section 1 of Sthddto the February 21, 2007
Nondisclosure Agreement between the Guarantortantléndel

means the interests described in Section 4 of Sthddto the February 21, 2007
Nondisclosure Agreement between the Guarantortantender

means the Proceeds Account as that terms is defirted Gold Facility Agreeemer

means the prepayment of the February 2008 and &g gold deliveries under the Gold
Facility Agreement from proceeds received froméakercise of common share warrai






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

(2) Based on my knowledge, this report does notainrany untrue statement of a material fact ort@amstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

(3) Based on my knowledge, the financial statemantksother financial information included in théport fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

(4) The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contamld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-a5(f), for the registrant and have:

(a) Designed such disclosure controls and phaes or caused such disclosure controls and puoegsdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, 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 finahegporting, or caused such internal control diremcial reporting 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 regitsadisclosure controls and procedures and preséntbis report our conclusions about
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation;

(d) Disclosed in this report any change inrégistrant’s internal control over financial repogt that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

(5) The registrant’s other certifying officer and | veadisclosed, based on our most recent evaluafioniesnal 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 materiagéaknesses in the design or operation of interngtals over financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

(b) Any fraud, whether or not material, thatdtves management or other employees who havendisant role in the registrant’s
internal controls over financial reportir
May 3, 2007

/sl Tony Jense

Tony Jensel
President and Chief Executive Offi







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

(2) Based on my knowledge, this quarterly report dagantain 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 repc

(3) Based on my knowledge, the financial statementsostmer financial information included in this reptairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

(4) The registrant’s other certifying officer and | aesponsible for establishing and maintaining disgte 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 phaes or caused such disclosure controls and puoegsdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

(b) Designed such internal control over finahegporting, or caused such internal control diremcial reporting 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 regmtsadisclosure controls and procedures and presemntecbnclusions about the effectiver
of the disclosure controls and procedures, aseoétid of the period covered by this report baseslch evaluation; ar

(d) Disclosed in this report any change inrdgistrant’s internal controls over financial refg that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

(5) The registrant’s other certifying officer and | veadisclosed, based on our most recent evaluafioniesnal 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 materiagéaknesses in the design or operation of interngtals over financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

(b) Any fraud, whether or not material, thatdtves management or other employees who havendisant role in the registrant’s
internal controls over financial reportir
May 3, 2007

/sl Stefan Wenge

Stefan Wenge
Chief Financial Officel







EXHIBIT 32.1

In connection with the quarterly report on FormQ®&f Royal Gold, Inc. (the “Company”), for the pmttiended March 31, 2007, as filed with
the Securities and Exchange Commission on thetsagof (the “Report”), |, Tony Jensen, Presidemt @hief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. Section01 3% adopted pursuant to Section 906 of the Sasb@nley 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

May 3, 2007

/s/ Tony Jense

Tony Jensel
President and Chief Executive Offic







EXHIBIT 32.2

In connection with the quarterly report on FormQ®&f Royal Gold, Inc. (the “Company”), for the pmttiended March 31, 2007, as filed with
the Securities and Exchange Commission on thelgatof (the “Report”), |, Stefan Wenger, Chief Fioil Officer of the Company, certify,
pursuant to 18 U.S.C. Section 1350, as adoptedipnt$o Section 906 of the Sarbanes-Oxley Act @22hat, 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

May 3, 2007

/sl Stefan Wenge

Stefan Wenge
Chief Financial Officel




