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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
(Mark One)
| QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the Quarterly Period Ended September 30, 2007
or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to
Commission File Number: 001-13357
Royal Gold, Inc.
(Exact Name of Registrant as Specified in Its Glrart
Delaware 54-0835164
(State or Other Jurisdiction of (I.R.S. Employer
Incorporation) Identification No.)
1660 Wynkoop Street, Suite 100
Denver, Colorado 80202
(Address of Principal Executive Office) (Zip Code)

Registrant’s telephone number, including area cod€303) 573-1660

Indicate by check mark whether the Registrant ék)filed all reports required to be filed by Seweti or 15 (d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sslobrter period that the Registrant was requirddesuch reports), and (2) has been sut
to such filing requirements for the past 90 dayées M No O

Indicate by check mark whether the Registrantlésge 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 filé¥ Accelerated filerd Non-accelerated fildd

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

Indicate the number of shares outstanding of e&tiedssuers classes of common stock, as of the latest pedctate: 30,069,673 shares of
Company’s common stock, par value $0.01 per shagee outstanding as of October 26, 2007.
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ROYAL GOLD, INC.
Consolidated Balance Sheets

Current assetl
Cash and equivaler
Royalty receivable
Deferred tax asse
Prepaid expenses and ot

Total current asse

Royalty interests in mineral properties, net (N2}
Restricted cas— compensating balant

Inventory- restricted (Note 11

Equity investment in Battle Mountain Gold Explooati
Note receivabl— Battle Mountain Gold Exploration (Note
Available for sale securities (Note

Other asset

Total asset

Current liabilities
Accounts payabl
Income taxes payab
Dividends payabl:
Accrued compensatic
Other

Total current liabilities

Net deferred tax liabilitie
Note payable (Note &
Other lon¢-term liabilities

Total liabilities

Commitments and contingencies (Note
Minority interest in subsidiar
Stockholder equity

Common stock, $.01 par value, authorized 40@shares; and issued 29,154,872 and

28,892,980 shares, respectiv
Additional paic-in capital
Accumulated other comprehensive inca
Accumulated earning
Less treasury stock, at cost (229,224 sh:

Total stockholder equity

Total liabilities and stockholde’ equity

September 3(

2007 June 30

(Unaudited) 2007
$ 90,812,32 $ 82,841,86
11,135,43 12,470,45
164,03! 154,05(
753,89 216,85
102,865,69 95,683,21
213,872,25 215,839,44
15,750,00 15,750,00
11,017,26 10,611,56
8,549,25! —
15,051,82 14,493,87
1,696,39: 1,995,04:
2,987,77. 2,276,04!
$371,790,44  $356,649,19
$ 3,396,14 $ 2,342,33
3,186,59. 5,064
1,885,40! 1,868,59:
516,75( 344,50(
143,37! 128,03¢
9,128,27! 4,688,52'
5,404,07! 5,910,69
15,750,00 15,750,00
91,57 98,17
30,373,91 26,447,39
11,304,89 11,120,79
291,54¢ 288,92¢
317,777,48 310,439,11
272,04 458,29¢
12,867,42 8,991,52!
(1,096,87) (1,096,87)
330,111,63 319,080,99
$371,790,44  $356,649,19

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

(Unaudited)
For The Three Months Endt
September 3( September 3(
2007 2006
Royalty revenue $12,817,00 $ 9,928,64.
Costs and expens
Costs of operations (exclusive of depreciati®pletion and amortization shown separately be 864,36t 667,65¢
General and administrati' 1,556,94 1,133,65!
Exploration and business developrr 629,65 418,54:
Depreciation, depletion and amortizat 2,402,08. 1,074,91.
Total costs and expens 5,453,05. 3,294,76!
Operating incom 7,363,94 6,633,87
Interest and other incon 1,879,94i 971,18!
Interest and other expen (373,856 (66,319
Income before income tax 8,870,03 7,538,74!
Current tax expens (3,263,94) (2,650,94)
Deferred tax benef 414,65" 243,34t
Minority interest in income of consolidated subaigi (220,140 (171,010
Loss from equity investme! (38,289 —
Net income $ 5,762,32i $ 4,960,13
Adjustments to comprehensive inco
Unrealized change in market value of availabteskle securities, net of t (186,25() 77,74%
Comprehensive incorn $ 5,576,07 $ 5,037,88.
Basic earnings per shz $ 0.2( $ 0.21
Basic weighted average shares outstan 28,729,54 23,587,41
Diluted earnings per sha $ 0.2C $ 0.21
Diluted weighted average shares outstan: 28,861,32 23,822,84

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

Consolidated Statement of Stockholders’ Equitytfier Three Months Ended September 30, 2007

Balance at June 30, 20

Issuance of common sto
for:
Equity offering
(April 2007)
Exercise of stock
options
Vesting of restricted
stock
IAMGOLD Corporation
and Repadre
International
Corporation (Note 7
Tax benefit of stock-base
compensation exercis

Recognition of non-cash
compensation expense
for stock-based
compensatiol

Net income ani
comprehensive loss fo
the quarte

Dividends declare

Balance at September 3C
2007

(Unaudited)
Accumulatec
Additional Other Total
Common Share Paic-In Comprehensiv.  Accumulatec Treasury Stocl Stockholder
Shares Amount Capital Income Earnings Shares Amount Equity
28,892,98 $288,92¢ $310,439,11 $ 458,29¢ $ 8,991,52' 229,22: $(1,096,87) $319,080,99
(28,50¢) (28,509
36,25( 363 424,92¢ 425,29:
9,00( 90 (90) -
216,64: 2,16¢ 6,343,27! 6,345,44.
60,143 60,143
538,62: 538,62:
(186,25() 5,762,32 5,576,07!
(1,886,42)) (1,886,421)

29,154,87 $291,54¢ $317,777,48 $ 272,04¢

$12,867,42 229,22: $(1,096,87) $330,111,63

5

The accompanying notes are an integral part oktheasolidated financial statements
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ROYAL GOLD, INC.
Consolidated Statements of Cash Flows

(Unaudited)
For The Three Months End
September 3( September 3(
2007 2006
Cash flows from operating activiti
Net income $ 5,762,32 $ 4,960,13
Adjustments to reconcile net income to net caglovided by operating activitie
Depreciation, depletion and amortizati 2,402,08. 1,074,91.
Deferred tax benef (414,65%) (243,34¢)
Non-cash employee stock compensation exp: 538,62: 412,83¢
Loss on available for sale securit 10,44( —
Note receivable Battle Mountain Gold Exploratio (557,94Y —
Tax benefit of stoc-based compensation exerci: (60,149 —
Loss from equity investmel 38,28¢ —
Changes in assets and liabiliti
Royalty receivable 1,335,01 (1,044,71)
Prepaid expenses and other as (351,467) (174,82)
Accounts payabl 1,137,66 481,23
Income taxes payab 3,241,67! 2,161,69
Accrued liabilities and other current liabiliti 187,58t 200,85
Other lon¢-term liabilities (6,600 (6,600
Net cash provided by operating activit $13,262,87 $ 7,822,19.
Cash flows from investing activitie
Capital expenditures for property and equipn $ (10,969 $ (34,609
Equity investment in Battle Mountain Gold Explooati (2,242,09) —
Acquisition of royalty interests in mineral propes (400,000 (11,635,00)
Deferred acquisition cos (826,33)) —
Purchase of available for sale securi — (81,046
Net cash used in investing activiti $(3,479,39) $(11,750,64)
Cash flows from financing activitie
Tax benefit of stoc-based compensation exerci: $ 6014: $ —
Debt issuance cos 24,94¢ —
Dividends paic (1,869,60) (2,300,62)
Equity offering cost: (28,509 —
Net cash used in financing activiti $(1,813,02) $ (1,300,62)
Net increase (decrease) in cash and equiva 7,970,46. (5,229,079
Cash and equivalents at beginning of pe 82,841,86 78,449,38
Cash and equivalents at end of pe $90,812,32  $ 73,220,30.

The accompanying notes are an integral part oktheasolidated financial statements
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ROYAL GOLD, INC.
Notes to Consolidated Financial Statements (Unauditl)

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

Operations

Royal Gold, Inc. (“Royal Gold”, the “Company”, “wg"us”, or “our”), together with its subsidiaries, is engaged in th&ress of acquiring a
managing precious metals royalties. Royalties assige (non-operating) interests in mining projéictd provide the right to revenue or
production from the project after deducting specifcosts, if any.

We seek to acquire existing royalties or to finapagects that are in production or near productivexchange 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. Subsaliptall of our revenues are and will be
expected to be derived from royalty interests. Wedt conduct mining operations at this time.

Summary of Significant Accounting Policies

The accompanying unaudited consolidated finantééments have been prepared in accordance witrgnaccepted accounting principles
for interim financial information and with the imsttions to Form 10-Q and Article 10 of Regulat®X. Accordingly, they do not include all

of the information and footnotes required by U.&nerally accepted accounting principles for anfinahcial statements. In the opinion of
management, all adjustments which are of a norewlrring nature considered necessary for a faierstant have been included in this Form
10-Q. Operating results for the three months er®igatember 30, 2007, are not necessarily indicafitiee results that may be expected for the
fiscal year ending June 30, 2008. These interinudited financial statements should be read in gatjan with the Compang’ Annual Repot

on Form 10-K for the fiscal year ended June 30,/200

Recently Issued Accounting Pronouncements

On July 13, 2006, Financial Accounting StandardarBd“FASB”) Interpretation No. 48 (“FIN 48”f\ccounting for Uncertainty in Income
Taxes — An Interpretation of FASB Statement No., 1085 issued. FIN 48 clarifies the accounting fiocertainty in income taxes recognized in
a company’s financial statements in accordance 8RAS 109. FIN 48 also prescribes a recognitioashold and measurement attribute for
the financial statement recognition and measuremietaix position taken or expected to be takentaxareturn. FIN 48 also provides guidance
on de-recognition, classification, interest andgiées, accounting in interim periods, disclosuaned transition. The Company adopted FIN 48
on July 1, 2007. Refer to Note 9 for a discussegarding the effect of adopting FIN 48.

In September 2006, the FASB issued Statement Nf.Feir Value MeasurementsStatement No. 157 provides guidance for usingviaue tc
measure assets and liabilities. Statement No. pplies whenever other accounting standards regoirpermit) assets or liabilities to be
measured at fair value but does not expand thefusér value in any new circumstances. Under St&tet No. 157, fair value refers to the p
that would be received to sell an asset or patcatwsfer a liability between participants in therked in which the reporting entity transacts. In
this standard, the FASB clarifies the principletttaar value should be based on the assumptionkehparticipants would use when pricing the
asset or liability. The provisions of Statement W57 are effective for our fiscal year beginning

7
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ROYAL GOLD, INC.
Notes to Consolidated Financial Statements (Unauditl)

July 1, 2008, and interim periods within the fisgahr. The Company is evaluating the impact, if, &hg adoption of Statement No. 157 could
have on our financial statements.

In February 2007, the FASB issued Statement No, “1%8e Fair Value Option for Financial Assets and Fiogl Liabilities” , which allows
entities to choose to measure many financial insnts and certain other items at fair value. StatgriNo. 159 is effective as of the beginning
of an entity’s first fiscal year that begins aftddwvember 15, 2007. The Company is evaluating ttgagt if any, the adoption of Statement
No. 159 could have on our financial stateme
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ROYAL GOLD, INC.
Notes to Consolidated Financial Statements (Unauditl)
2. ROYALTY INTERESTS IN MINERAL PROPERTIES

The following table summarizes the net book valfieach of our royalty interests in mineral propestas of September 30, 2007 and June 30,

2007.
As of September 30, 2007:

Accumulatec

Depletion &
Gross Amortization Net
Production stage royalty interes
Pipeline Mining Comple:
GSR1 $ —  $ — 3 =
GSR2 — — —
GSR3 8,105,02 (6,584,47) 1,520,54
NVR1 2,525,10 (1,999,79) 525,30¢
Bald Mountair 1,978,54 (1,833,27) 145,26¢
SJ Claim: 20,788,44 (7,557,08) 13,231,36
Robinson min 17,824,77 (2,552,52) 15,272,24
Mulatos mine 7,441,777 (796,929 6,644,85:
Troy mine GSR royalt 7,250,00! (3,518,29) 3,731,70!
Troy mine Perpetual royal 250,00 — 250,00(
Taparko ming
TB-GSR1 25,977,47 (215,02%) 25,762,45
TB-GSR2 7,592,15 (63,779 7,528,37!
Leeville Soutt 1,775,80! (1,775,80) —
Leeville North 15,085,822 (1,883,70) 13,202,11
Martha 172,81 (172,810 —
116,767,74 (28,953,50) 87,814,24
Development stage royalty interes
Pefiasquits 99,171,76 — 99,171,76
Taparko mine
TB-GSR3 1,071,20: — 1,071,20:
Pascu-Lama 20,445,48 — 20,445,48
Gold Hill 3,340,38. — 3,340,38.
124,028,82 — 124,028,82
Exploration stage royalty interes
Taparko mine
TB-GSR3 217,39( — 217,39(
TB-MR1 141,77¢ — 141,77¢
Pascu-Lama 410,64 — 410,64
Leeville North 1,460,43 (271,18) 1,189,25
Buckhorn Soutt 70,117 — 70,117
2,300,36 (271,18) 2,029,18!
Total royalty interests in mineral propert $243,096,94  $(29,224,69) 213,872,25
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As of June 30, 2007:

Production stage royalty interes
Pipeline Mining Comple:
GSR1
GSR2
GSR3
NVR1
Bald Mountain
SJ Claims
Robinson ming
Mulatos mine
Troy mine GSR royalt
Troy mine Perpetual royall
Leeville Soutfr
Leeville North
Martha

Development stage royalty interes
Pefasquitt
Taparko mine TFGSR1
TB-GSR2
TB-GSR3
Pascu-Lama
Gold Hill

Exploration stage royalty interes
Taparko mine
TB-GSR3
TB-MR1
Pascu-Lama
Leeville North
Buckhorn Soutl

Total royalty interests in mineral propert

ROYAL GOLD, INC.

10

Notes to Consolidated Financial Statements (Unauditl)

Accumulatec

Depletion &

Gross Amortization Net
— — % —
8,105,02 (6,443,57) 1,661,44!
2,525,10 (1,978,18) 546,92:
1,978,54 (1,832,86) 145,68:
20,788,44 (7,158,73) 13,629,70
17,824,77 (2,053,26) 15,771,50
7,441,77 (663,28 6,778,49.
7,250,00! (3,035,55) 4,214,44:
250,00( — 250,00(
1,775,80! (1,775,80) —
15,085,82 (1,472,22) 13,613,60
172,81( (172,810 —
83,198,11 (26,586,31) 56,611,80
99,171,76 — 99,171,76
25,680,74 — 25,680,74
7,505,511 — 7,505,511
1,058,901 — 1,058,901
20,445,48 — 20,445,48
3,340,38. — 3,340,38.
157,202,79 — 157,202,79
214,76" — 214,76!
140,06! — 140,06!
410,64 — 410,64
1,460,43' (271,18) 1,189,25:
70,117 — 70,117
2,296,02! (271,18) 2,024,84;
$242,696,93  $(26,857,49) $215,839,44
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ROYAL GOLD, INC.
Notes to Consolidated Financial Statements (Unauditl)

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

We own two sliding-scale gross smelter return (“GSRyalties (GSR1 ranging from 0.40% to 5.0% and G&R®jing from 0.72% to 9.0%)
0.71% fixed GSR royalty (GSR3), and a portion 4£25% net value return (“NVR”) royalty (NVR1) atglPipeline Mining Complex which

includes the Pipeline, South Pipeline, Gap and €azgls gold deposits in Lander County, Nevada.Gdrapany owns 31.6% of the 1.25%
NVR (or 0.39%) while our consolidated minority irgst owns 68.4% of the 1.25% NV

The Pipeline Mining Complex is an open pit gold enimith heap leach and mill processing facilitiesed by the Cortez Joint Venture, a joint
venture between Barrick Cortez Inc., a subsididigarrick Gold Corporation (“Barrick”) (60%), anddfnecott Explorations (Australia) Ltd.
(40%), a subsidiary of Rio Tinto plc.

Bald Mountain

We own a 1.75% to 3.5% sliding-scale net smeltierre(*"NSR”) royalty that covers a portion of thalB Mountain mine, in White Pine
County, Nevada. Bald Mountain is an open pit, Heaph mine operated by a subsidiary of Barrick. 3liding-scale royalty increases or
decreases with the gold price, adjusted by the F98@ucer Price Index.

SJ Claims

We own a 0.9% NSR on the SJ Claims that cover tiopoof the Betze-Post mine, in Eureka County, NievaBetze-Post is an open pit gold
mine operated by a subsidiary of Barrick at itsd3tike property.

Robinson Mine

We own a 3.0% NSR royalty on the Robinson mineated in eastern Nevada. The Robinson mine is am pipeopper mine with significant
gold production. The mine is owned and operated bybsidiary of Quadra Mining Ltd.

Mulatos Mine

We own a slidingscale NSR royalty on the Mulatos mine, locatedan®a, Mexico. The Mulatos mine, owned and operhted subsidiary ¢
Alamos Gold, Inc., is an open pit, heap leach goide. The Mulatos mine sliding-scale royalty, capppetwo million ounces of gold
production, ranges from 0.30% for gold prices be®800 up to 1.50% for gold prices above $400 paceu

Troy Mine

We own a production payment equivalent to a 7.09R Ggalty from all metals and products produced swid from the Troy underground
silver and copper mine, located in northwestern tdoa and operated by Revett Minerals Inc. (“Reyelthe GSR royalty will extend until
either cumulative

11
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ROYAL GOLD, INC.
Notes to Consolidated Financial Statements (Unauditl)

production of approximately 9.9 million ounces i¥ar and 84.6 million pounds of copper, or the Q@amy receives $10.5 million in
cumulative payments, whichever occurs first. ASeptember 30, 2007, we have received paymentsiasbwith the GSR royalty totaling
$6.1 million, which is attributable to cumulativeoguction of approximately 2.6 million ounces d/er and approximately 23.0 million pour
of copper.

We also own a GSR royalty which begins at 6.1%mn@oduction in excess of 11.0 million ouncesibfes and 94.1 million pounds of
copper and steps down to a perpetual 2.0% afteuladive production has exceeded 12.7 million ourafesiver and 108.2 million pounds of
copper.

Taparko Mine

We hold a production payment equivalent to a 15@3R (TB-GSR1) royalty on all gold produced from fraparko open pit gold mine,
located in Burkina Faso, West Africa, and operdtg&ociete des Mines de Taparko (“Somita”), a slibsy of High River Gold Mines Ltd.
(“High River”). TB-GSR1 will remain in-force untdumulative production of 804,420 ounces of golddkieved or until cumulative payments
of $35 million have been made to Royal Gold, whiahds earlier. We also hold a production paymepiivalent to a slidingcale GSR royal
(TB-GSR2 ranging from 0% to 10%) on all gold proeddrom the Taparko mine. TB-GSR2 is effective eonently with TB-GSR1, and will
remain in-force from completion of the funding cotment until the termination of TB-GSR1. As of Semtber 30, 2007, we have received
payments associated with the TB-GSR1 royalty toga$297,422, which is attributable to cumulativedurction of 2,866 ounces of gold.

During our first fiscal quarter of 2008, High Rivesmmenced production at the Taparko mine. Accaigijrduring our first fiscal quarter of
2008, we reclassified our cost basis in TB-GSR1HBd5SR2 from development stage royalty interestsroduction stage royalty interests.
As such, we began depleting our cost basis usmgitits of production method during our first fisgaarter of 2008.

We also hold a perpetual 2.0% GSR royalty (TB-GS&t8Ball gold produced from the Taparko mine ard&GSR3 will commence upon
termination of the TB-GSR1 and TB-GSR2 royaltiegpdktion of the TBGSR3 royalty is associated with existing proven prabable reserv
and has been classified as a development stagkyrowarest, which is not subject to periodic atization at this time. The remaining portion
of the TB-GSR3 royalty, which is not currently asisted with proven and probable reserves, is dladsas an exploration stage royalty
interest, which is also not subject to amortizagbihis time.

In addition, we hold a 0.75% milling fee royaltygIMIR1) on all gold processed through the Taparkoawrocessing facilities that is mined
from any area outside of the Taparko mine areaMHgE is classified as an exploration stage royaitgriest and is not subject to amortization
at this time.

Our royalties on the Taparko mine were subjecormmetion of our $35 million funding commitment$omita and the royalty documents for
the forgoing royalties had been signed but heldpenthe completion of the funding commitment. Wenpleted the remaining $400,000 of
our funding commitment on September 27, 2007, andrded our royalty interests. See Note 10 foh&mrtliscussion.

12
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ROYAL GOLD, INC.
Notes to Consolidated Financial Statements (Unauditl)

Leeville Mining Complex

We own a 1.8% carried working interest, equal 108% NSR royalty, which covers the Leeville Soutid ghe majority of the Leeville North
underground mines (“Leeville Mining Complex”), inkeka County, Nevada. The Leeville Mining Complgxperated by a subsidiary of
Newmont Mining Corporation“Newmont”).

We carry our interest in the non-reserve portiohedville North as an exploration stage royalterest, which is not subject to periodic
amortization. In the event that future proven arabpble reserves, associated with our royalty ésteiare developed at Leeville North, the cost
basis of our exploration stage royalty interest bl reclassified as a development stage royalgrést or a production stage royalty interest in
future periods, as appropriate. In the event thtatré circumstances indicate that the non-reseovigop of Leeville North will not be converted
into proven and probable reserves, we will evaloatecarrying value in the exploration stage insefer impairment.

Martha Mine

We own a 2.0% NSR royalty on the Martha mine lodatethe Santa Cruz Province of Argentina, operated subsidiary of Coeur d’Alene
Mines Corporation. The Martha mine is a high gradderground silver mine.

Pefiasquito

We hold a 2.0% NSR royalty interest on the Pefiasquidject located in the State of Zacatecas, Mexitie Pefiasquito project is under
development by a subsidiary of Goldcorp Inc. ansthione of the world’s largest silver, gold andczieserves while also containing large lead
reserves. We carry our interest in the proven anbable reserves at the Pefiasquito project asedapement stage royalty interest, which is
currently subject to amortization.

Pascua-Lama

We hold a sliding-scale NSR royalty on gold whistderived from certain mineral concessions at tiec&a-Lama project in Chile, which is
operated by a subsidiary of Barrick. The slidinglsdNSR royalty ranges from 0.16%, when the avecageterly gold price is $325 per ounce
or less, to 1.08%, when the average quarterly goé# is $800 per ounce or more. We also hold 28%2fixed rate copper royalty that applies
to 100% of the Pascuzama copper reserves in Chile but does not talecetitil after January 1, 2017. We carry our es$éin the proven ar
probable reserves at the Pascua-Lama project egedopment stage royalty interest, which is notentty subject to amortization.

We carry our interest in the non-reserve portioRPascua-Lama project as an exploration stage yoyaétrest, which is not subject to periodic
amortization. In the event that future proven arabpble reserves are developed at the Pasames project associated with our royalty intel
the cost basis of our exploration stage royaltgriest will be reclassified as a development stagalty interest or a production stage royalty
interest in future periods, as appropriate. Inghent that future circumstances indicate that theneserve portion of the Pascua-Lama project
will not be converted into proven and probable resg, we will evaluate our carrying value in thelexation stage interest for impairment.

13
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ROYAL GOLD, INC.
Notes to Consolidated Financial Statements (Unauditl)

Gold Hill

We hold a sliding-scale NSR royalty on the Gold Héposit, located just north of the Round Moungahd mine in Nye County, Nevada. The
sliding-scale NSR royalty on the Gold Hill depositl pay 2.0% when the price of gold is above $380 ounce and 1.0% when the price of
gold falls to $350 per ounce or below. The Gold Héposit is controlled by Round Mountain Gold Gangtion, a joint venture between
subsidiaries of Kinross Gold Corporation, the opmreand Barrick. We carry our interest in the GHIitl deposit as a development stage
royalty interest, which is not currently subjeciatmortization.

Buckhorn South

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

3. AVAILABLE FOR SALE SECURITIES

We hold 1.3 million shares of Revett common stdekt fire recorded as an investment in availabledta securities on the consolidated
balance sheets. The market value for our investinghe shares of Revett was approximately $1.Haniland $1.5 million as of September
2007 and June 30, 2007, respectively. Our cossashe Revett shares is $1.0 million.

We hold 1,037,500, 468,750, and 100,000 sharesmofiton stock, warrants and stock options, respdgfiireTaranis Resources Inc.
(“Taranis™). The market value for our investmenfTiaranis’ common stock, warrants and stock optiwas $476,656 and $504,820 as of
September 30, 2007 and June 30, 2007, respectWalycost basis in the Taranis common stock, wésrand stock options is $275,321.

4. REVOLVING CREDIT FACILITY PAYABLE

On January 5, 2007, the Company and a wholly-oveubdidiary entered into the Second Amended andafegist oan Agreement
(“Amendment”) with HSBC Bank USA, National Assoc¢at (“HSBC Bank”). The Amendment increased our eatrrevolving credit facility
from $30 million to $80 million and extended thetority date of the credit facility to December 2010. The facility bears interest at LIBOR
plus 1.5% and includes both affirmative and negatiovenants, as defined, so long as any portidneofacility is outstanding and unpaid. The
Company’s borrowing base will be calculated basedur GSR1, GSR3, and NVRL1 royalties at the Pipelitining Complex and its SJ
Claims, Leeville, Bald Mountain and Robinson roigt Additional royalties may be added to the being base calculation with the lender’s
approval.

The Company and the wholly-owned subsidiary grart88C Bank security interests in the following: ttempany’s GSR1, GSR3, and
NVRL1 royalties at the Pipeline Mining Complex; tiempan’s SJ Claims, Leeville Mining Complex, Bald Mountand Robinson royalties;
and the Company’s debt reserve account at HSBC .Bérkinitial availability under the borrowing basas the full $80 million under the
credit facility. As of October 15, 2007, the tosaailability under the borrowing base was decreasek$9.5 million, reflecting an updated
borrowing base calculation, as defined, based tpen
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future cash flows from the royalties included ie thorrowing base calculation. Per the Amendmeatptirrowing base calculation will be
recalculated April 15, 2008.

5. NOTE PAYABLE

On March 1, 2007, Royal Gold Chile Limitada (“RGGL& wholly-owned subsidiary of Royal Gold, entenet a $15.75 million term loan
facility bearing interest at LIBOR plus 0.25% puaatito a Term Loan Agreement between RGCL and HBBk. Pursuant to the terms of
Term Loan Agreement, Royal Gold must maintain &icted interest-bearing securities account (thellgeral Account”) on deposit at HSBC
Securities (USA) Inc. with a balance equal to oexeess of the outstanding amounts on the $15.ll®mierm loan. In connection with the
Term Loan Agreement, Royal Gold entered into a Gutae (the “Guarantee”) for the life of the Termabpfor the benefit of HSBC Bank to
guaranty RGCL's obligations under the Term Loanefgnent and a security agreement granting HSBC Baacurity interest in the
Collateral Account to secure RGQGLoObligations under the Term Loan Agreement andhtigations under the Guarantee. The loan willure
on March 1, 2012.

The $15.75 million balance in the Collateral Accbas of September 30, 2007, is recordeRestricted cash — compensating balaonghe
Company’s consolidated balance sheets. RGCL's $Ifhillion principal obligation under the Term LoAgreement is recorded &bte
payableon the Company’s consolidated balance sheets.

6. NOTE RECEIVABLE

In connection with the proposed merger with Batlguntain Gold Exploration (“Battle Mountain”), onadich 28, 2007, Royal Gold entered
into a Bridge Finance Facility Agreement (as amepaéth Battle Mountain and its wholly-owned subaiy BMGX (Barbados) Corporation,
as borrowers, whereby Royal Gold has agreed to reiiable to the borrowers a bridge facility ofto20 million. In April 2007, the
maximum availability under the bridge facility wasduced to $15 million pursuant to the terms off#dlity. Outstanding principal, interest
and expenses under the bridge facility may be avedeat Royal Gold’s option into Battle Mountaimzmon stock, at a conversion price per
share of $0.60, at any time during the term oftttiége facility, provided that Royal Gold notifiBattle Mountain of its election to convert on
or before April 4, 2008. The bridge facility willature on June 6, 2008.

The conversion option has been accounted for @srdoedded derivative instrument with the conversiption bifurcated from the host
contract, the bridge facility, and recorded aspasgte asset on the balance sheet. The conversiiom @sset is marked to market each period
with a charge or credit ioterest expense and otherthe consolidated statement of operations. Theesponding discount to the carrying
value of the bridge facility note receivable isrgpaccreted to face value as additiangdrest income and otheach reporting period.

As of September 30, 2007, an approximate $14.5amiiggregate principal amount has been advancBdtte Mountain under the bridge
facility and is recorded dsote receivable — Battle Mountain Gold Exploratmmthe consolidated balance sheets. Interest canaédg under

the bridge facility accrues at the LIBOR Rate Bu&% per annum. Accrued interest on the $14.5onilliggregate principal amount advanced
under the bridge facility was approximately $618,@8 of September 30, 2007, and is recorded wiNbie receivable—Battle Mountain Gold
Explorationon the consolidated balance sheets.

On October 24, 2007, the Company completed the enevigh Battle Mountain. The principal and accruegrest due to Royal Gold as part of
the bridge facility made available to Battle Mountwill be
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reflected as part of the purchase consideratiom tipe closing date. Please refer to Note 12 fah&rdiscussion of the merger transaction.
7. STOCKHOLDERS' EQUITY AND STOCK-BASED COMPENSATIO N
2004 Omnibus Long-Term Incentive Plan

In November 2004, the Company adopted an Omnibag{Jerm Incentive Plan (“2004 Plan”). The 2004 Riaplaces the Company’s Equity
Incentive Plan. Under the 2004 Plan, 900,000 shar€@mmon Stock are available for future granteftwers, directors, key employees and
other persons. The Plan provides for the grantaaksoptions, unrestricted stock, restricted stalikidend equivalent rights, stock appreciation
rights, and cash awards. Any of these awards mayded not, be made as performance incentivesk 8tions granted under the 2004 Plan
may be non-qualified stock options or incentivecktoptions.

For the three months ended September 30, 2007@08] &e recorded total non-cash stock compensatipanse related to our equity
compensation plans of $538,621 and $412,839, résplt Non-cash stock compensation is allocatedrgrcost of operations, general and
administrative, and exploration and business dewvetnt in our consolidated statements of operatimolscomprehensive income as
summarized below:

For The Three Months Ends

September 3 September 3
2007 2006
Non-cash compensation allocatic
Cost of operatior $ 70,76t $ 57,42¢
General and administrati 263,07: 233,43(
Exploration and business developmr 204,78 121,98(
Total nor-cash compensation exper $ 538,62 $ 412,83¢

The total income tax benefit associated with nashcgtock compensation expense was approximately, 10 and $146,000 for the three
months ended September 30, 2007 and 2006, resglgctiv

As of September 30, 2007, there are 316,567 slofimammon stock reserved for future issuance unde2004 Plan.

Stock Options

Stock option awards are granted with an exercige gqual to the closing market price of the Conyfsmoommon stock at the date of grant.
Stock option awards granted to officers, key emgésyand other persons vest based on one to traesgfecontinuous service. Any stock
option awards that are granted to directors vestediately with respect to 50% of the shares graatetlafter one year with respect to the
remaining 50% granted. Stock option awards havgeHd contractual terms.

16




Table of Contents

ROYAL GOLD, INC.
Notes to Consolidated Financial Statements (Unauditl)

A summary of stock option activity under o@02 Plan for the three months ended September0BJ, 2s presented below:

Weightec-
Average
Weightec- Remaining
Average Contractue Aggregate
Exercise Term Intrinsic
Options Shares Price (Years) Value
Outstanding at July 1, 20( 579,21 $ 17.51
Granted — —
Exercisec (36,250 11.7¢
Forfeited and Expire (1,250 29.2(
Outstanding at September 30, 2( 541,71 $ 17.9¢ 6.3 $8,026,53:
Exercisable at September 30, 2( 398,28 $ 14.81 3.9 $7,144,77

The total intrinsic value of options exercised dgrthe period ended September 30, 2007 and 20G6$W&8,398 and $0, respectively.
A summary of the status of the Company’s non-vestedk options for the three months ended SepteBle2007, is presented below:

Weightec-Average

Shares Grant Date Fair Valu

Non-vested at July 1, 20( 138,43: % 13.0(
Grantec —  $ —
Vestec — 3 —
Forfeited (1,250 $ 13.9¢
Non-vested at September 30, 2C 137,18 $ 12.9¢

For the three months ended September 30, 2007G08] &e recorded non-cash stock compensation egpersociated with stock options of
$310,342 and $238,922, respectively. As of Septerd®e2007, there was $633,649 of total unrecoghimm-cash stock compensation
expense related to non-vested stock options gramedr our equity compensation plans, which is etqzkto be recognized over a weighted-
average period of 1.9 years. The total fair valughares vested during the three months ended f8bpte30, 2007 and 2006, was $0.

Other Stockbased Compensation

As defined in the 2004 Plan, officers and certanplyees may be granted shares of restricted constock that can be earned only if defined
multi-year performance goals are met within fivansgeof the date of grant (“Performance Shares'thdfperformance goals are not earned by
the end of this five year period, the Performaniear&s will be forfeited. Vesting of Performance 1®isas subject to certain performance
measures being met and can be based on interimoetef 25%, 50%, 75% or 100%.
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A summary of the status of the Company’s non-veBdormance Shares for the three months ende@i@bpt 30, 2007, is presented below:

Weightec-Average

Shares Grant Date Fair Value

Non-vested at July 1, 20( 27,000 $ 28.7¢
Grantec — % —
Vestec 9,00C $ 28.7¢
Forfeited — $ —
Non-vested at September 30, 2( 18,00¢ $ 28.7¢

We measure the fair value of the Performance Stmagsd upon the market price of our common stoak & date of grant. At such time that
it is probable that a performance condition willdmhieved, compensation expense will be measurdidebyumber of shares that will ultimat

be earned based on the grant date market pricerafoonmon stock. Interim recognition of compensatapense will be made at such time as
management can reasonably estimate the numbeardssthat will be earned. As of September 30, 260i7estimates indicated that it is
probable that 100% of our non-vested PerformaneeeShwill be earned by September 30, 2008. Fogulaeter ended September 30, 2007 and
2006, we recorded non-cash stock compensation egpessociated with our Performance Shares of $09h3d $89,179, respectively. As of
September 30, 2007, total unrecognized non-cask stimpensation expense related to our Perform8haees was $278,590.

As also defined in the 2004 Plan, directors, oficand certain employees may be granted sharestoicted common stock, which vest by
continued service alone (“Restricted Stock”). Fificers and certain employees, the vesting perimdestricted Stock begins after a thyeeat
holding period from the date of grant, with onerdhof the shares vesting in years four, five axdr@spectively. Restricted Stock awards
granted to directors vest immediately with resped&0% of the shares granted and after one yearredipect to the remaining 50% granted.
Shares of Restricted Stock represent issued asthoding shares of common stock, with dividend\sotithg rights. Unvested shares of
Restricted Stock are subject to forfeiture upomteation of employment with the Company.

A summary of the status of the Company’s non-veRtestricted Stock for the three months ended SdmeB0, 2007, is presented below:

Weightec-Average

Shares Grant Date Fair Value

Non-vested at July 1, 20C 117,00 $ 24.7:
Grantec — $ —
Vestec — $ —
Forfeited (625) $ 29.2(
Non-vested at September 30, 2( 116,37! $ 24.7(

For the three months ended September 30, 2007G08] &e recorded non-cash stock compensation egpersociated with the Restricted
Stock of $126,974 and $84,738, respectively. ASefftember 30, 2007, total unrecognized non-cash sampensation expense related to
Restricted Stock was $2,114,201, which is expeittdnt recognized over the remaining average vegtnigd of 5.0 years.
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Stock Issuances

On September 4, 2007, we issued 216,642 sharag abmamon stock to IAMGOLD Corporation (“IAMGOLD’§nd Repadre International
Corporation (“Repadre”) in connection with our aisiiion from IAMGOLD and Repadre of all of theirsised and outstanding shares Battle
Mountain common stock. We had the option to acqthieeshares of Battle Mountain common stock froti@OLD and Repadre pursuant to
an option and support agreement we entered into MM GOLD in connection with the proposed mergethnBattle Mountain. See Note 12
for further discussion of the merger transaction.

During the quarter ended September 30, 2007, aptmpurchase 36,250 shares were exercised, repirtproceeds of $425,291.
8. EARNINGS PER SHARE (“EPS”) COMPUTATION

For The Three Months Ended September 30, @

Income Shares Per-Share
(Numerator) (Denominator Amount
Basic EP<
Income available to common stockhold $5,762,32! 28,729,54 $ 0.2
Effect of dilutive securitie 131,78:
Diluted EPS $5,762,32 28,861,32. $ 0.2C

Options to purchase 105,600 shares of common sabekyeighted average purchase price of $28.88hzee, were outstanding at
September 30, 2007, but were not included in tmepzdation of diluted EPS because the exercise pfitlieese options was greater than the
average market price of the common shares fore¢hieg

For The Three Months Ended September 30, :

Income Shares Per-Share¢
(Numerator) (Denominator Amount
Basic EPS
Income available to common stockhold $4,960,13 23,587,41 $ 0.21
Effect of dilutive securitie 235,43(
Diluted EPS $4,960,13 23,822,84 $ 0.21

As of September 30, 2006, all outstanding optioesavincluded in the computation of diluted EPS beeahe exercise price of all the options
was less than the average market price of our cawshares for the period.
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9. INCOME TAXES

Three Months Ended September

2007 2006
Current income tax expen $(3,263,94) $(2,650,94))
Deferred income tax bene 414,65! 243,34t
Income tax expense report $(2,849,29) $(2,407,59)
Effective tax rate 33.11% 32.1%

The Company adopted the provisions of FIN 48 oy 1uR007. The provisions of FIN 48 had no impattiee Company upon adoption. As
such, there were no changes to the unrecognizdaketaefits during the three months ended Septenthez(®7.

The material income tax returns the Company fitestibe U.S. federal income tax return, which httwe@e year statute of limitations, and the
Colorado state income tax return, which has a year statute of limitations. The U.S. federal retfar tax years ended on or after June 30,
2004, and the Colorado state return for tax yeadee on or after June 30, 2003, are subject to evion by the relevant taxing authority.

There are no amounts related to interest and pemakbsociated with unrecognized benefits at
September 30, 2007. These amounts will be disclskedld they arise.

10. COMMITMENTS AND CONTINGENCIES
Taparko Mine

On March 1, 2006, Royal Gold entered into an Ameraled Restated Funding Agreement with Somita reletehe Taparko mine in Burkina
Faso, West Africa. We had a $35 million funding coitment pursuant to the Amended and Restated Fgrimeement, of which

$34.6 million had been funded by June 30, 2007.réh&ining $400,000 under the funding commitmerg fwaded during the period ended
September 30, 2007. Our royalties were subjecbtoptetion of our funding commitment.

Taranis

On November 4, 2005, we entered into a strategjanak with Taranis for exploration on the Kettukikko project located in Finland. During
our fiscal year 2006, we funded exploration tog#500,000 in return for a 2.0% NSR royalty. Wediave an option to fund up to an
additional $600,000. The Company elected to exerttis option in April 2006. If we fund the entadditional amount, we will earn a 51%
joint venture interest in the Kettukuusikko projestd we will release our 2.0% NSR royalty. In évent that Royal Gold does not fully fu
the $600,000 to earn the joint venture interestyoald retain our 2.0% NSR royalty. As of Septem®@r2007, we had funded $506,404 of
the additional $600,000 option, which has been espé as incurred.
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Revett

Under the terms of the Revett purchase agreemiatinggto the Troy mine, the Company has the right,not the obligation, to cure any
default by Revett under their obligations pursuardn existing mortgage payable, secured by a msony note, to Kennecott Montana
Company, a third party and prior joint venture et owner of the Troy mine. If the Company eléotexercise its right, it would have the
subsequent right to reimbursement from Revett figramounts disbursed in curing such defaults. Threeipal and accrued interest under the
promissory note owed to Kennecott Montana Companyf &eptember 30, 2007, was approximately $6.0omilvith a maturity date of
February 2008.

Casmalia

On March 24, 2000, the United States Environmdntatection Agency (“EPA”) notified Royal Gold an@ 8ther entities that they were
considered potentially responsible parties (“PRRster the Comprehensive Environmental Responsap€nsation, and Liability Act of
1980, as amended (“Superfund”), at the Casmali@liess Hazardous Waste Disposal Site (the “SiteJanta Barbara County, California.
EPA'’s allegation that Royal Gold was a PRP was basdhendisposal of allegedly hazardous petroleumaragibn wastes at the Site by Ro
Gold’s predecessor, Royal Resources, Inc., dur@@pland 1984.

After extensive negotiations, on September 23, 28@¥al Gold, along with 35 members of the PRP griauigeted by EPA, entered into a
Partial Consent Decree with the United States o&Aca intending to settle their liability for thenltled States of America’s past and future
cleanup costs incurred at the Site. Based on the minwolaime of allegedly hazardous waste that RoyabRe®s, Inc. disposed of at the S
our share of the $25.3 million settlement amourd %207,858, which we deposited into the escrowwacihat the PRP group set up for that
purpose in January 2002. The funds were paid ttJtlieed States of America on May 9, 2003. The UWhiates of America may only pursue
Royal Gold and the other PRPs for additional cleprcosts if the United States of America’s totalarlup costs at the Site significantly exc
the expected cost of approximately $272 million. Wé&eve our potential liability with the Unitedeés of America to be a remote possibility.

At present, Royal Gold is considering entering iatbe minimis settlement with the State of Califarhe date for accepting a settlement was
extended indefinitely by the State of Californiangimg preparation of settlement documentation leyState. Such settlement will result in a
final conclusion regarding the Company’s respotigittio address the Casmalia Site matter.

11. RELATED PARTY

Crescent Valley Partners, L.P. (“CVP") was formedadimited partnership in April 1992. It owns 23% net value royalty on production of
minerals from a portion of the Pipeline Mining Cdesp Denver Mining Finance Company, our whatiywned subsidiary, is the general par
and holds a 2.0% interest in CVP. In addition, R&ald holds a 29.6% limited partner interest ia gartnership, while our Executive
Chairman, the Chairman of our Audit Committee, amad other members of our board of directors holéggregate 41.69% limited partner
interest. The general partner performs adminiseaervices for CVP in receiving and processingtiyalty payments received from the
operator including the disbursement of royalty papts and record keeping for in-kind distributionghe limited partners, including our
directors and Executive Chairman.
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CVP receives its royalty from the Cortez Joint \(gatin-kind. The Company, as well as certain olingited partners, sells its pro-rata share of
such gold immediately and receives distributionsaeh, while CVP holds gold for certain other lmditpartners. Such gold inventories, which
totaled 27,967 ounces of gold as of September@7,2are held by a third party refinery in Utah tioe account of the limited partners of CVP.
The inventories are carried at historical cost arglclassified akventory — restricte@n the consolidated balance sheets. The carryilug vd
the gold in inventory was $11,017,262 as of Sep&rb, 2007, while the fair value of such ounces $20,779,481 as of September 30, 2
None of the gold currently held in inventory asSefptember 30, 2007, is attributed to Royal Goldhagyold allocated to Royal Gold

typically sold within five days of receipt.

12. SUBSEQUENT EVENT
Acquisition of Battle Mountain Gold Exploration Corp.

On July 30, 2007, we entered into an Amended arstiafRel Agreement and Plan of Merger (the “Mergeredgent”) with Battle Mountain
and Royal Battle Mountain, Inc. (“Merger Sub”), ewly-formed and wholly-owned subsidiary of Royall&gursuant to which the Merger
Sub will be merged into Battle Mountain with Batifleountain surviving as a wholly-owned subsidiaryRafyal Gold.

On October 24, 2007, we completed the merger patdoahe Merger Agreement and acquired 100% ofdtged and outstanding capital
stock of Battle Mountain for aggregate considerationsisting of 1.14 million shares of our commtatk and approximately $3.4 million in
cash.

Subiject to settlement of the Battle Mountain litiga discussed below, additional considerationpfaian aggregate of 37,418 shares of Royal
Gold common stock or approximately $112,000 in aasly be paid to Battle Mountain stockholders. Opt&maber 13, 2006, an action was
filed against Battle Mountain and its Chairman &fdef Executive Officer, Mark Kucher, by James EcHay, a former officer and director of
Battle Mountain, in the second Judicial Court & State of Nevada. The action seeks to enforcgealleghts to certain shares of Battle
Mountain common stock and options to purchase starBattle Mountain common stock pursuant to akstiption agreement and a stock
option plan, and unspecified damages. Royal Golg pag the additional consideration described alio\®attle Mountain stockholders
depending upon the cost of settling this litigation

As discussed in Note 6, the principal and accroestést due to Royal Gold as part of the bridgéifigenade available to Battle Mountain will
be reflected as part of the purchase consideratiom the closing of the merger date. The Compatiyaatount for the Battle Mountain
acquisition as a business combination and will detegthe required accounting during the secondtquaf fiscal 2008.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
General

Management’s Discussion and Analysis of Financ@bdition and Results of Operations (“MD&A”) is imeed to provide information to
assist you in better understanding and evaluatimdioancial condition and results of operationse Yécommend that you read this MD&A in
conjunction with our consolidated financial statetsencluded in Item 1 of this Quarterly Reportleorm 10-Q, as well as our 2007 Annual
Report on Form 10-K.

This MD&A contains forward-looking information. Yaghould review our important note about forwardkiog statements following this
MD&A.

We refer to “GSR,” “NSR”, and other types of royailiterests throughout this MD&A. These terms agéreed in our 2007 Annual Report on
Form 10-K.

Overview

Royal Gold, together with its subsidiaries, is ageghin the business of acquiring and managing pusanetals royalties. Royalties are passive
(non-operating) interests in mining projects thatvide the right to revenue or production from gineject after deducting specified costs, if
any.

We seek to acquire existing royalties or to finapagects that are in production or near productivexchange for royalty interests. We also
fund exploration on properties thought to contaiecppus metals and seek to obtain royalties anerathrried ownership interests in such
properties through the subsequent transfer of tipgranterests to other mining companies. Subsaliptall of our revenues are and will be
expected to be derived from royalty interests. Wadt conduct mining operations at this time. Dgihe quarter ended September 30, 2007,
we focused on the management of our existing rpyaierests, the acquisition of royalty interestsd the creation of royalty interests through
financing and strategic exploration alliances.

Our financial results are primarily tied to thegariof gold and other metals, as well as produdtiam our royalty properties. For the quarter
ended September 30, 2007, the price of gold avdréi§®1 per ounce compared with an average pri§é2at per ounce for the quarter ended
September 30, 2006. The increase in the averagepgiok, increased production at the Pipeline Mimdomplex, Robinson, Leeville and SJ
Claims, and the commencement of gold producticheaparko mine, contributed to royalty revenu81.8 million during the quarter enc
September 30, 2007, compared to royalty reven&d & million during the quarter ended Septembe2806.
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Our Producing Royalty Interests

Our principal producing royalty interests are shawthe following table:

Royalty
Mine Location Operatot (Gold unless otherwise state
Pipeline Mining Comple: Lander County, N\ Barrick Gold GSR1: 0.409-5.0% slidin¢- scale
Corporation GSR
(“Barrick”)

Robinson

SJ Claims Goldstrike

Troy

Leeville Mining Complex (Leeville Nort
and Leeville South)

Taparko

Bald Mountain

Mulatos

Martha

White Pine, NV

Eureka County, N\

Lincoln County, MT

Eureka County, N\

Burkina Faso

White Pine County, N\

Sonora, Mexicc

Santa Cruz Province,
Argentina

Quadra Mining Ltd
(“Quadr)

Barrick

Revett Minerals, Inc
(“Revet”)

Newmont Mining
Corporation
(“Newmon”)

High River Gold Mines
Ltd. (“High River")

Barrick

Alamos Gold, Inc
(“Alamos™)

Coeur d’Alene Mines
Corporation
(“Coeur ¢ Alene”)

GSR2: 0.72%-9.0% sliding- scale
GSR

GSR3: 0.71% GSI

NVR1®: 0.39% NVR

3.0% NSR (copper, gold, silve
molybdenum’

0.9% NSR

7.0% GSR (silver and coppe

1.8% NSR

15% GSR (TB-GSR1) and a 0%-10%
sliding-scale GSR (T-GSR2)

1.75%-3.5% slidin¢-scale NSF

0.30%-1.5% slidin¢-scale NSF

2.0% NSR (silver)

(1 The NVR1 royalty is a 1.25% NVR royalty. The Companvns 31.6% of the 1.25% NVR (or 0.39%), while oansolidated minorit
interest owns the remaining portion of the 1.25%R\
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Our Development Stage Royalty Interests

We also own the following royalty interests thag anrrently in development stage and are not yptaduction:

Royalty

Mine Location Operatot (Gold unless otherwise state
Taparka Burkina Fasc High River 2.0% GSR (TI-GSR3)

Pefiasquitc Zacatecas, Mexic Goldcorp Inc. “Goldcor”) 2.0% NSR (also covers silver, lead and z
Pascu-Lama Atacama, Chile Barrick 0.16%-1.08% slidin-scale NSF

Gold Hill Nye County, NV Kinross Gold Corporation 1.0%-2.0% sliding-scale NSR

(“Kinrosg¢”)
Our Exploration Stage Royalty Interests

In addition, we own royalty interests in the followyy exploration stage projects. None of these eapilon stage projects contains proven and
probable reserves as of December 31, 2006.

Property Location Royalty Controlled By
Santa Cruz Provinc Argentina 2.0% NSR Hidefield Gold PLC

Long Valley California 1.0% NSR Vista Gold Corporatiol
Kettukuusikko Finland 2.0% NSR Taranis Resources, In¢“Tarani¢")
Rock Creek Montana 1.0% NSR Revett

Mule Canyor Nevada 5.0% NSR Newmont

Buckhorn Soutt Nevada 16.5% Net Profits Intere: Cortez JV

Ferris/Cooks Cree Nevada 1.5% NVR Cortez JV

Horse Mountair Nevada 0.2% NVR Cortez JV

Simon Creel Nevada 1.0% NSR Barrick

Rye Nevada 0.5% NSR Barrick

BSC Nevada 2.5% NSR Nevada Pacific Gol

ICBM Nevada 0.75% NSF BH Minerals

Long Peak Nevada 0.75% NSF BH Minerals

Dixie Flats Nevada 0.75% NSF BH Minerals

Svetloye Russia 1.0% NSR Fortress Minerals Corporatic

Operators’ Production Estimates by Royalty for Calendar 2007

The following table shows estimates received framdperators of our producing mines during the fjtearter of calendar 2007 and the
production attributable to our royalty interests dalendar year 2007. The estimates are preparétebyperators of the mining properties. We
do not participate in the preparation or verifioatdf the operators’ estimates and have not indigrgty assessed or verified the accuracy of
such information.
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Operators’ Production Estimate by Royalty for Cd@n2007 and Reported Production for the period
January 1, 2007 through September 30, 2007

Reported Productio

Calendar 2007 Opera’s through

Royalty Operatol Metal Production Estimat September 30, 20((®)

Pipeline GSR: Barrick Gold 478,54:  oz. 362,17  oz.
Pipeline GSR: Barrick Gold 12,76 oz 12,67 oz
Pipeline GSR! Barrick Gold 491,30 oz 374,84° oz
Pipeline NVR1 Barrick Gold 264,84 oz. 186,27¢ oz.
Robinson(2.3) Quadrz Gold 90,00( oz 80,91 oz
SJ Claims Barrick Gold 799,16(  oz. 712,66° oz
Leeville Newmont Gold 337,000 oz 159,27 oz
Taparko High River Gold N/A @) 2,86¢ oz.
Bald Mountain Barrick Gold 90,81: oz 62,88 oz
Mulatos Alamos Gold 150,397G)  oz. 78,98. oz
Troy @ Revett Silver 2.0 million  oz. 859,30¢ oz.
Martha(®) Coeur ( Alene Silver 2.7 million oz 2.1 million oz
Troy @ Revett Copper 15.9 millior  Ibs. 8.2 million Ibs.
Robinsor® Quadrs Copper 136.3 millior  Ibs. 105.3 millior lbs.

(1) Reported production relates to the amount of nestiels, subject to our royalty interests, for thegoeJanuary 1, 2007 throug
September 30, 2007, as reported to us by the apsraftthe mines

(@  Sold metal contained in concentre

®  In July 2007, Quadra revised its production estinfat calendar 2007 from 68,058 ounces of goldX®®@0 ounces of gold. The repor
increase in estimated production was due to hititear planned grade and recove

@ In July 2007, High River announced that they expe@roduce approximately 35,000 ounces of goldngucalendar 2007

G In August 2007, Alamos announced that they do rpeet to meet their original calendar 2007 prodarcgstimate but they did n
provide any revised production guidan

(6)  Recovered metal contained in concentr
Recent Developments
Acquisition of Battle Mountain Gold Exploration Gor

On October 24, 2007, we acquired 100% of the issmeldoutstanding capital stock of Battle MountawidsExploration Corp. (“Battle
Mountain’) in a transaction whereby our wholly-owirgubsidiary, Royal Battle Mountain, Inc., was neergvith and into Battle Mountain for
aggregate consideration consisting of 1.14 milsbares of our common stock and approximately $3l#bmin cash.

Subject to settlement of the Battle Mountain litiga discussed below, additional considerationmfaian aggregate of 37,418 shares of Royal
Gold common stock or approximately $112,000 in casly be paid to Battle Mountain stockholders. Opt&mber 13, 2006, an action was
filed against Battle Mountain and its Chairman &tdef Executive Officer, Mark Kucher, by James EcKay, a former officer and director of
Battle Mountain, in the second Judicial Court &f 8tate of Nevada. The action
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seeks to enforce alleged rights to certain shdrBatle Mountain common stock and options to pasghshares of Battle Mountain common
stock pursuant to a stock option agreement andck siption plan, and unspecified damages. Royall Galy pay the additional consideration
described above to Battle Mountain stockholdersddmg upon the cost of settling this litigation.

As part of the acquisition of Battle Mountain, wegjaired the following thirteen royalty interestsviarious stages of production, development
or exploration. No royalty revenues associated ththacquired Battle Mountain producing royaltyeneists are recognized within the
Company'’s royalty revenue of $12.8 million for gheriod ended September 30, 2007.

Battle Mountain Production Stage Royalty Intere

Royalty

Mine Location Owner (Gold unless otherwise stat
Williams @ Ontario, Canad Teck Cominco Limited (50%) ai 0.72% NSF
Barrick (50%)
El Limon @ Northwestern NicaragL Glencairn Gold Corporatic 3.0% NSR
(95%) and Inversiones Mineras
S.A. (5%)
Don Mario®) Eastern Bolivia Orvana Minerals 3.0% NSR
Corporation
Joe Manr4 Quebec, Canada Campbell Resources 1.0% NSR

Incorporatec

®  The Williams mine is an op~pit and underground operation, which produced apprately 290,000 ounces of gold during caler
2006. With existing proven and probable resentesyémaining mine life is estimated at five ye

(@ El Limon is a fully mechanized underground mine anaduced approximately 34,000 ounces of gold ducmiendar 2006. With existir
proven and probable reserves, the remaining mi@ésliestimated at five yeal

®  The Don Mario mine is an open-pit and undergromnite in eastern Bolivia that produced approxima8,000 ounces of gold in
calendar 2006. With existing proven and probabéemees, the remaining mine life is estimated & fiears

@ The Joe Mann mine produced approximately 14,10@es of gold in calendar 2006. The mine is expkitteexhaust reserves in calendar
2007. In September 2007, Campbell Resources Incatgubentered into a memorandum of understanditig®@ald Bullion
Development Corp. for the sale of the Joe Mann Nfireperty. The existing 1.0% NSR would remain ircéoupon completion of the
sale.

27




Table of Contents

Battle Mountain Development Stage Royalty Inter

Royalty
Mine Location Owner (Gold unless otherwise state
Dolores® Chihuahua, Mexico Minefinders Corporatior  1.25% NSR (gold) and 2.0% NSR (gt
Ltd. and silver)
La India® Northwestern NicaragtL Glencairn Golc 3.0% NSR

Corporation (95%) and
Inversiones Mineras S.A.

(5%)

Sega® Northern Burkina Fas Orezone Resources 3.0% NSR
Incorporatec

Relief Canyori4 Western Nevada Firstgold 4.0% NSR
Incorporatec

(@M In February 2006, Minefinders Corporation Ltctaied an optimized bankable feasibility study apgroved the mine construction on
the Dolores project. Mine construction is procegdind the mine is expected to achieve commeratalymtion early in the second
quarter of calendar 2008. The mine plan estimafesyear mine life

(@  The La India project is located approximately 2%emieast of the El Limon property in northwesteioaxagua
(®  The Sega project is an advanced exploration prajeudrthern Burkina Fas:
@  Firstgold Incorporated is exploring plans to restiae mine at Relief Canyo

Battle Mountain Exploration Stage Royalty Intere

Royalty
Mine/Property Location Owner (Gold)
Marmato Propertie(@) Colombia Mineros Nacionales S./ 5.0% NSR
Fletcher Junctio(® Mineral County, Nevad Pediment Gold LLC 1.25% NSF
Hot Pot®® Mineral County, Nevad Pediment Gold LLC 1.25% NSF
Night Hawk Lake® Ontario, Canad Selkirk Metals 2.5% NSR

Corporation (40%),

East West Resource
Corporation (40%),
Canadian Golden Dragon
Resources Limited

(20%)

@ A collection of properties located in the Marmatstiict, an established mining district in Colomt
(@  Fletcher Junction, Hot Pot and Night Hawk Lake [eropare all early stage exploration propert

In addition to the above properties, Battle Moumttquired a 3.0% NSR royalty on the Lluvio de @raperty in Mexico. The property is
believed to be owned by Tara Gold Resources, whormaacknowledge Battle Mountain’s royalty intér&his former open pit gold and
silver mine is not currently in production.
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Results of Operations
Quarter Ended September 30, 2007, Compared to §uamted September 30, 2006

For the quarter ended September 30, 2007, we redoret earnings of $5.8 million, or $0.20 per basid diluted share, as compared to net
earnings of $5.0 million, or $0.21 per basic ardtdd share, for the quarter ended September 31B.20

For the quarter ended September 30, 2007, we rezjtotal royalty revenue of $12.8 million, atarerage gold price of $681 per ounce,
compared to royalty revenue of $9.9 million, ataaerage gold price of $621 per ounce for the quarided September 30, 2006. Royalty
revenue and the corresponding production, attrildeteo our royalty interests, for the quarter en8egtember 30, 2007 compared to the qu
ended September 30, 2006 is as follows:

Royalty Revenue and Production Subject to Our Rgyaterests
Quarter Ended September 30, 2007 and 2006

Three Months Ende Three Months Ende
September 30, 20C September 30, 20C
Royalty Reportec Royalty Reportec
Royalty Metal(s) Revenue Production(®) Revenue Production()
Pipeline Gold $ 5,682,00: 128,27. oz $4,715,45! 125,36 oz
Robinson $ 3,552,85! $2,709,31.
Gold 26,067 oz 10,15¢ oz.
325 19.9
Copper million  Ibs. million  Ibs.
SJ Claims Gold $ 1,154,62 187,47 oz. $ 823,43: 149,30( oz.
Troy $ 558,14¢ $ 569,69:
Silver 181,56: oz. 204,26¢ oz.
Coppet 1.7 million Ibs. 1.7 million Ibs.
Leeville Gold $ 841,86 61,91t oz. $ 212,46: 19,25¢ oz.
Taparko®@ Gold $ 434,73t 2,86¢ N/A N/A
Bald Mountain Gold $ 200,00( 16,77¢ oz. $ 531,66: 48,88:
Mulatos Gold $ 222,77t 22,02 oz. $ 185,98! 19,64:
Martha Silver $ 169,99 672,44¢ oz. $ 180,63¢ 775,85. oz
Total Revenu $12,817,00 $9,928,64.

(1) Reported production relates to the amount of nestials, subject to our royalty interests, for theatmonths ended September 30, 2
and September 30, 2006, as reported to us by #r@imps of the mine:

@ In July 2007, High River announced initial gold guation at the Taparko mine. Receipt of royaltyerave commenced during the qua
ended September 30, 20!

The increase in royalty revenue for the quarteedrBeptember 30, 2007, compared with the quartlrdeBeptember 30, 2006, resulted from
an increase in metal prices and increased produatithe Pipeline Mining Complex, Robinson, SJ @kand Leeville. The commencement of
gold production at the
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Taparko mine during the first fiscal quarter of 8@so contributed to an increase in royalty reeeover the prior period.

Cost of operations increased to $0.9 million far tjuarter ended September 30, 2007, compared Zar#illion for the quarter ended
September 30, 2006. The increase was primarilytala& increase in the Nevada Net Proceeds Tax egpwiich resulted primarily from an
increase in royalty revenue from Robinson, the IRipeMining Complex and Leeville.

General and administrative expenses increased.5orfillion for the quarter ended September 30, 2@@m $1.1 million for the quarter end
September 30, 2006. The increase was primarilytaa@ increase in accounting and legal expensapprbximately $161,000. An increase in
general corporate costs and employee related ebafgproximately $131,000 also contributed to therall increase.

Exploration and business development expensesasedeto $0.6 million for the quarter ended Septer8Be2007, from $0.4 million for the
guarter ended September 30, 2006. The increaseriandy due to an increase in the amount of noshcstock compensation allocated to
exploration and business development during theger

The Company recorded total noash stock compensation expense related to outyampmpensation plans of $0.5 million for the threenths
ended September 30, 2007, compared to $0.4 mfthothe three months ended September 30, 2006n@nicash stock compensation is
allocated among cost of operations, general andrastnative, and exploration and business develogrimeour consolidated statements of
operations and comprehensive income. Please eféote 7 of the notes to consolidated financiaiesteents for further discussion of the
allocation of non-cash stock compensation for kinee months ended September 30, 2007 and 2006.

Depreciation, depletion and amortization increase$?.4 million for the quarter ended September2B0,7, from $1.1 million for the quarter
ended September 30, 2006. Increased productioaetille and Robinson resulted in additional depletf approximately $0.6 million, while
an increase in depletion rates at Revett resuftediditional depletion of approximately $0.3 mitlidnitial gold production at the Taparko m
during the period also contributed to an increasgeipletion of approximately $0.3 million.

Interest and other income increased to $1.9 mifiasrthe quarter ended September 30, 2007, from fbt.the quarter ended September 30,
2006. The increase is primarily due to an incréadends available for investing over the prioriper

During the three months ended September 30, 208Tewognized current and deferred tax expenserigtd2.8 million compared with

$2.4 million during the three months ended SepterBbe2006. This resulted in an effective tax @t83.1% in the current period, compared
with 32.7% in the prior period. The increase in effective tax rate is the result of a decreaseuinestimated deductions associated with
percentage depletion.

Liquidity and Capital Resources

At September 30, 2007, we had current assets &.810illion compared to current liabilities of $iillion for a current ratio of 11 to 1. This
compares to current assets of $95.7 million andeattiabilities of $4.7 million at June 30, 200@sulting in a current ratio of approximately
20 to 1. The decrease in our current ratio is dimgrily to an increase in cash and equivalentpgiroximately $8.0 million, an increase in

income taxes payable of approximately $3.2 milkorl an increase in our accounts payable of appedgign$1.1 million.
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For the three months ended September 30, 200Available cash increased primarily due to cashiveddrom royalty income of
approximately $12.5 million. This increase was iadlyt offset by cash paid for dividends of approzately $1.9 million, our equity investment
in Battle Mountain of approximately $2.2 milliondour final funding of the Taparko mine commitmeh#$400,000 during the period.

During the three months ended September 30, 2@fiidity needs were met from $12.8 million in rayatevenues (including $233,474 of
minority interest), our available cash resourcebiaterest and other income of $1.9 million.

We believe that our current financial resourcesfands generated from operations will be adequatover anticipated expenditures for
general and administrative expense costs, exptoratnd business development costs, and capitahdikpees for the foreseeable future. Our
current financial resources are also availabledgalty acquisitions and to fund dividends. Ouritapequirements are primarily affected by
our ongoing acquisition activities. We have usethlmash and our common stock as considerationrimeoguisitions. We currently, and
generally at any time, have acquisition opportesiin various stages of active review and may enterone or more acquisition transaction
any time. In the event we enter into a significayialty or other acquisition, we may need to seddstantial additional debt or equity financi
This could have a dilutive effect on our existilgeholders and impose substantial debt burdetiseo@ompany.

Recently Issued Accounting Pronouncements

On July 13, 2006, Financial Accounting StandardarBd“FASB”) Interpretation No. 48 (“FIN 48”f\ccounting for Uncertainty in Income
Taxes — An Interpretation of FASB Statement No., 1@%s issued. FIN 48 clarifies the accounting focartainty in income taxes recognized in
a company’s financial statements in accordance 8RAS 109. FIN 48 also prescribes a recognitioashold and measurement attribute for
the financial statement recognition and measuremwietaix position taken or expected to be takentiaxareturn. FIN 48 also provides guidance
on de-recognition, classification, interest andgiées, accounting in interim periods, disclosuaned transition. The Company adopted FIN 48
on July 1, 2007. Refer to Note 9 of the notes twsotidated financial statements for a discussiganming the effect of adopting FIN 48.

In September 2006, the FASB issued Statement N.Feir Value MeasurementsStatement No. 157 provides guidance for usingviaue tc
measure assets and liabilities. Statement No. pplies whenever other accounting standards regoirpermit) assets or liabilities to be
measured at fair value but does not expand thefusér value in any new circumstances. Under St&tet No. 157, fair value refers to the p
that would be received to sell an asset or patcatwsfer a liability between participants in therked in which the reporting entity transacts. In
this standard, the FASB clarifies the principlettta@r value should be based on the assumptiongehaarticipants would use when pricing the
asset or liability. The provisions of Statement W57 are effective for our fiscal year beginning

July 1, 2008, and interim periods within the fisgahr. The Company is evaluating the impact, if, @hg adoption of Statement No. 157 could
have on our financial statements.

In February 2007, the FASB issued Statement No, “1%8e Fair Value Option for Financial Assets and Fiogl Liabilities” , which allows
entities to choose to measure many financial insénts and certain other items at fair value. StatgriNo. 159 is effective as of the beginning
of an entity’s first fiscal year that begins aftésvember 15, 2007. The Company is evaluating theaot) if any, the adoption of Statement
No. 159 could have on our financial stateme
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Forward-Looking Statements

Cautionary “Safe Harbor” Statement under the Pei&ecurities Litigation Reform Act of 1995. Withetbxception of historical matters, the
matters discussed in this report are forward-logldtatements that involve risks and uncertaintias ¢ould cause actual results to differ
materially from projections or estimates contaihedein. Such forward-looking statements includéstents regarding projected production
estimates and estimates of timing of commencemfgmoaluction from the operators of our royalty pedges; the adequacy of financial
resources and funds to cover anticipated expermditior general and administrative expenses asagalbsts associated with exploration and
business development and capital expendituretsesetht of the Casmalia matter; the potential needdditional debt or equity financing for
acquisitions, and our expectation that substaptallour revenues will be derived from royaltyergsts. Factors that could cause actual results
to differ materially from these forward-looking sements include, among others:

changes in gold and other metals pri

the performance of our producing royalty propert

decisions and activities of the operators of oyalty properties

the ability of operators to bring projects into gwation and operate in accordance with feasibditidies;
unanticipated grade, geological, metallurgicalcpssing or other problems at the royalty proper
changes in project parameters as plans of the topstare refined

changes in estimates of reserves and mineralizhtidhe 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 or@r acquisition opportunities and the availabitifydebt or equity financing necessary
complete such acquisition

our ability to make accurate assumptions regartliegzaluation and timing and amount of royalty papts when making acquisitior
risks associated with conducting business inioreountries, including application of foreign lawo contract and other disputes,
environmental laws and enforcement and uncertditiqad and economic environmeni
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* risks associated with issuances of additional comstock or other; an
 incurrence of additional indebtedness if we takehsactions in connection with acquisitions or ottise.

as well as other factors described elsewhere ilAonual Report on Form 10-K and other reports fildth the Securities and Exchange
Commission (“SEC”). Most of these factors are bayounr ability to predict or control. Future eveatsl actual results could differ materially
from those set forth in, contemplated by or undaegythe forward-looking statements. We disclaim abligation to update any forward-
looking statement made herein. Readers are cadtiooteto put undue reliance on forward-looking estagnts.

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 and atietals. Gold and other metal prices can
fluctuate widely and are affected by numerous facteuch as demand, production levels, economicigslof central banks, producer hedging,
world political and economic events, and the sttiemd the U.S. dollar relative to other currenciekease seevolatility in gold and other met
prices may have an adverse impact on the valuerafoyalty interests and reduce our royalty reveriugnder Part I, Item 1A of our 2007
Annual Report on Form 10-K for more informationttban affect gold and other prices as well as histbgold, silver and copper prices.

During the three month period ended September @7, 2ve reported royalty revenues of $12.8 millieith an average gold price for the
period of $681 per ounce and an average coppe¥ pfi3.50 per pound. Approximately 70% of our lteé@ognized revenues for the three
months ended September 30, 2007, were attributalgjeld sales from our gold producing royalty ies, as shown within the MD&A. For

the three months ended September 30, 2007, ifrtbe pf gold had averaged higher or lower by $20quace, we would have recorded an
increase or decrease in revenues of approximag#§,800, respectively. Approximately 27% of ouatoecognized revenues for the three
months ended September 30, 2007, were attributalziepper sales at Robinson and Revett. For tlee timonths ended September 30, 2007, if
the price of copper had averaged higher or lowes®25 per pound, we would have recorded an inereadecrease in revenues of
approximately $192,000, respectively.

ITEM 4. CONTROLS AND PROCEDURES

During the three months ended September 30, 2B8Company’s management, with the participatiothefPresident and Chief Executive
Officer and Chief Financial Officer and Treasuréth® Company, carried out an evaluation of theafeness of the design and operation of
the Company’s disclosure controls and proceduresééined in Rules 13a-15(e) and 15d-15(e) of #muties Exchange Act of 1934, as
amended (the “Exchange Act”)). Based on such etialuathe Company’s President and Chief Executitfiec€ and Chief Financial Officer
and Treasurer have concluded that, as of the thoeghs ended September 30, 2007, the Company’eslise controls and procedures are
effective to ensure that information required tadizzlosed by the Company in reports that it fdesubmits under the Exchange Act is
recorded, processed, summarized and reported witairequired time periods and are designed torerbat information required to be
disclosed in its reports is accumulated and comoated by the Company’s management, including tesi@ent and Chief Executive Officer
and Chief Financial Officer and Treasurer, as appate to allow timely decisions regarding requidéstlosure.
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Even an effective internal control system, no miditev well designed, has inherent limitations, irdthg the possibility of the circumvention
overriding of controls. Therefore, the Company*inal control over financial reporting can provimdy reasonable assurance with respect to
the reliability of the Company’s financial repodimand financial statement preparation.

There has been no change in the Compaimgernal control over financial reporting duritigg three months ended September 30, 2007, th
materially affected, or that is reasonably likedynaterially affect, the Company’s internal contvgér financial reporting.

PART Il. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS
Not applicable

ITEM 1A. RISK FACTORS

Information regarding risk factors appears in [2fiMD&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 inaddn Part I, Item 1A of our 2007
Annual Report on Form 10-K. Our risk factors arelaged since our previously disclosed risk factorsir 2007 Annual Report on Form 10-K
as set forth below:

Anticipated federal legislation could decrease our royalty revenues.

In recent years, the United States Congress hasd=yed a number of proposed major revisions t@seeral Mining Law of 1872, which
governs the creation and possession of mining slaind related activities on federal public landh@United States. Bill H.R. 2262 presently
is pending in the Congress which, if enacted, waulpose a royalty payable to the U.S. Governmerasting and future production of
minerals from unpatented mining claims in the UshiBtates. If enacted, the new legislation couldhrgrother provisions, render certain
federal lands unavailable for the location of uepé&td mining claims, afford greater public invoharhin the mine permitting process, prov
for citizen suits against miners operating on fatllemds, and impose new and stringent environrheperating standards as well as new
mined land reclamation requirements. If enacted,rtbw legislation could adversely affect the depeient of new mines and the expansion of
existing mines, as well as increase the cost ohaling operations on federal lands, perhaps nalgand adversely affecting mine operators
and therefore our royalty revenue.

The effect of any revision of the General MiningALan our royalty interests in the United Statesncdiibe determined conclusively until such
revision, if any, is enacted and challenges tdebeslation, if any, have been finally resolvedn&mber of our United States royalty interests
are on public lands. By way of example, if a royadtssessment, production tax, or other levy impaseand measured by production is
charged to the operator at the Pipeline Mining Clemphe amount of that charge would be deductech fgross proceeds for calculation of our
GSR1, GSR2 and GSR3 royalties, which would reduceayalty revenues from these royalties.

Foreign operations are subject to many risks.

Our foreign activities are subject to the risksmally associated with conducting business in faraiguntries. This includes exchange controls
and currency fluctuations, limitations on repatadatof earnings, foreign taxation, foreign enviramtel laws and enforcement, expropriatiol
nationalization of property, labor practices ansbdites, and uncertain political and economic enwirents. There are also risks of war and
disturbances, as well as other risks that couldeaxploration or development difficulties or stages, restrict the movement of funds or re
in the deprivation or loss of contract rights ce taking of property by nationalization or exprepion, without fair compensation. Exploration
licenses granted by some foreign countries domedtide the right to mine. Each country has disoretin determining whether to grant a lice
to mine. If an operator cannot secure a mininghbeefollowing exploration of a property, the vabfeour royalty interest would be negatively
affected. Foreign operations could also be advweisglacted by laws and policies of the United Statifecting foreign trade, investment, and
taxation. We currently have interests in projentéiigentina, Bolivia, Burkina Faso, Canada, Chilimland, Mexico, Nicaragua and Russia.
also evaluate precious metal royalty acquisitiandevelopment opportunities in other parts of tleeldy including Canada, Central America,
Europe, Australia, other Republics of the formevi8bUnion, Asia, Africa and South America.

We are also subject to the risks of operating irkBa Faso, West Africa. Countries in the regiomehhistorically experienced periods of
political uncertainty, exchange rate fluctuatiosaslance of payments and trade difficulties and lgrol associated with extreme poverty and
unemployment. Any of these economic or politicaksi could adversely affect the Taparko project. @arations in Mexico are subject to ri
such as the effects of political developments acdllunrest, and communal property issues. In #s¢, pMexico has experienced prolonged
periods of weak economic conditions characterizedXthange rate instability, increased inflatiod aegative economic growth, all of which
could occur again in the future. Any of these riskald adversely affect the Mulatos mine and th@gaBquito project.

We hold a royalty interest in an exploration prdapéhat is subject to the risks of operating in 8asThe economy of the Russian Federation
continues to display characteristics of an emergiagket, including extensive currency controls patentially high inflation. The prospects
for future economic stability in the Russian Fetieraare largely dependent upon the effectivenéss@nomic measures undertaken by the
government, together with legal, regulatory andtjpal developments. Russian laws, licenses anthipgthave been in a state of change and
new laws may be given a retroactive effect. Ourthtaroyalty is subject to risks relating to opergtin Argentina. Argentina, while currently
economically and politically stable, has experiehpelitical instability, currency fluctuations astianges in banking regulations in recent
years. Future instability, currency value fluctoas or regulation changes could adversely affectetenues from the Martha mir

Our Don Mario royalty, which we acquired when we@iced Battle Mountain on October 24, 2007, is sabjo risks relating to operating in
Bolivia. Bolivia has experienced political and sddnstability, corruption, regulation changes,adoundance of administrative procedures and
the potential for nationalization of foreign busisénterests that could materially adversely affieetDon Mario mine



Additional issuances of equity securities by us would dilute the ownership of our existing stockholders and could reduce our earnings per
share.

We may issue equity in the future in connectiorhveitquisitions, strategic transactions or for ofh@poses. Any such acquisition could be
material to us and could significantly increasedize and scope of our business. To the extenssueiadditional equity securities, the
ownership of our existing stockholders would betgitl and our earnings per share could be reduced.

If alarge number of shares of our common stock are sold in the public market, the sales could reduce the trading price of our common stock
and impede our ability to raise future capital .

We cannot predict what effect, if any, future isstes by us of our common stock or other equity dlve on the market price of our common
stock. In addition, our shares of common stock Weissue in connection with an acquisition mayb®subject to resale restrictions. We
issued approximately 1.14 million shares of our own stock in connection with the acquisition oftBaMountain Gold Exploration
Corporation which closed on October 24, 2007. Wy issue substantial additional shares of commotksto other securities in connection
with other acquisition transactions. The marketgf our common stock could decline if certaigéholders of our common stock, or
recipients of our common stock in connection witheaquisition, sell all or a significant portiontbkir shares of common stock or are
perceived by the market as intending to sell ttsbsges other than in an orderly manner. In additlese sales could also impair our ability to
raise capital through the sale of additional commimek in the capital markets.

We may incur substantially more indebtedness that could have adver se effects on our business.

We may incur substantial indebtedness in the futuo®nnection with financing acquisitions, stratetgansactions or for other purposes. Any
such acquisition could be material to us and cesigdificantly increase the size and scope of owsirmss. If we were to incur substantial
additional indebtedness, it may make it
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difficult for us to satisfy our debt obligationsicrease our vulnerability to general adverse ecamamd industry conditions, require us to
dedicate a substantial portion of our cash flowrfraperations and proceeds of any equity issuacgaytments on our indebtedness, thereby
reducing the availability of cash flow to fund a@jtions and other general corporate purposes & s at a competitive disadvantage to
competitors that have less debt or have other adweffects on us. Furthermore, if future debt folag is not available to us when required
not available on acceptable terms, we may be urnalgeow our business, take advantage of opporésnio acquire additional royalties, or
respond to competitive pressures or refinance nmgtutiebt, any of which could have a material adveféect on our operating results and
financial condition.

We may experience operational and other difficultiesif we complete one or more significant acquisitions.

As part of our business model and growth strategyare engaged in a continual review of opportesitd acquire existing royalties, including
acquiring companies that hold royalties. When weuae a company, we may experience the need teadiéional personnel, difficulties in
integrating the acquired company, increases irgeaeral and administrative expenses and relatdidemns. Furthermore, as part of the
acquisition of a company or a group of royalties, iway acquire operating or working interests ahemassets outside of our core focus of
precious metal royalties. This could expose usi¢oneed for additional operating expertise, in@daspital demands to fund the acquired
operating or working interests, and other costsletulities that would typically accrue to an optar of natural resource property. In the event
we experience these difficulties in connection vatte or more acquisition, our business or finarrgallts may be adversely affected.

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

Not applicable

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
Not applicable

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

ITEM 5. OTHER INFORMATION
Not applicable

ITEM 6. EXHIBITS

Exhibit Number Description
2.1 Amended and Restated Agreement and Plan of Medgerd July 30, 2007, among Battle Mountain Goldl&gtion
Corp., the Company and Royal Battle Mountain, (fited as Exhibit 2.1 to the Company’s Current Repm Form 8-
K (File No. 00:-13357) on August 2, 2007 and incorporated hereirefgrence)

3.1 Amended and Restated Bylaws, as amended (filek@iiE3.1 to the Compar's Current Report on Forn-K (File
No. 00-13357) on August 29, 2007 and incorporated hergireference)
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Exhibit Numbet

Description

3.2

4.1

10.1

10.2

10.3

10.4

31.1*

31.2*

32.1*

32.2*

99.1

Amended and Restated Certificate of Designatior8esies A Junior Participating Preferred Stockhef Compan:
(filed as Exhibit 3.1 to the Company’s Current Reémm Form 8-K (File No. 001-13357) on September2@7 and
incorporated herein by referenc

First Amended and Restated Rights Agreement, detexd September 10, 2007, between Royal Gold aimg.
Computershare Trust Company, N.A. (filed as ExHhitto the Company’s Registration Statement omR&HA/A
(File No. 00:-13357) on September 10, 2007 and incorporatedrhbyeieference’

First Amendment to the Bridge Facility Agreemerated! July 30, 2007, by and among Battle MountaitdGo
Exploration Corp., BMGX (Barbados) Corporation ahd Company (filed as Exhibit 10.1 to the Compargtsrent
Report on Form-K (File No. 00:-13357) on August 2, 2007 and incorporated hereirefgrence)

Form of Irrevocable Proxy (filed as Exhibit 10.1tke Compan’'s Current Report on Forn-K (File No. 00-13357)
on August 2, 2007 and incorporated herein by refee®

Form of Indemnification Agreement (filed as Exhib@.01 to the Company’s Current Report on Form @ik

No. 00-13357) on November 13, 2006 (together with ScheedtiCertain Officers Parties thereto filed as Br99.2
to Royal Gol’'s Current Report on Forn-K on September 4, 2007) and incorporated hereirefgrence)

Form of Employment Agreement (filed as Exhibit 983he Company’s Current Report on Form 8-K (N 001-
13357) on September 22, 2005 (together with ScleegfuCertain Executive Officers Parties theretedibs

Exhibit 99.1 to Royal Gol's Current Report on Forn-K on September 4, 2007) and incorporated hereireference’
Certification of President and Chief Executive ©dfi required by Section 302 of the Sarb-Oxley Act of 2002
Certification of Chief Financial Officer requireq IBection 302 of the Sarbar-Oxley Act of 2002

Written Statement of the President and Chief Exeeu®fficer pursuant to Section 906 of the Sarbabrley Act of
2002.

Written Statement of the Chief Financial Officergwant to Section 906 of the Sarbe-Oxley Act of 2002

Schedule of Certain Officers Parties to the EmplegtAgreement (filed as Exhibit 99.1 to the Compsu@urrent
Report on Form -K (File No. 00:-13357) on September 4, 2007 and incorporated hbyeiaference)
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SIGNATURES

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

ROYAL GOLD, INC.

Date: November 1, 200 By: /s/ Tony Jensen
Tony Jenser
President and Chief Executive Offic

Date: November 1, 2007 By: /s/ Stefan Wenger
Stefan Wengel
Chief Financial Officer and Treasur:
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EXHIBIT INDEX
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2.1

3.1

3.2

4.1

10.1

10.2

10.3

10.4

31.1*

31.2*

32.1*

32.2*

99.1

Amended and Restated Agreement and Plan of Medgerd July 30, 2007, among Battle Mountain Goldl&gtion
Corp., the Company and Royal Battle Mountain, (fited as Exhibit 2.1 to the Company’s Current Repm Form 8-
K (File No. 00:-13357) on August 2, 2007 and incorporated hereirefgrence)

Amended and Restated Bylaws, as amended (fileklaibiE3.1 to the Company’s Current Report on F& (File
No. 00-13357) on August 29, 2007 and incorporated hergireference)

Amended and Restated Certificate of Designatior8esfes A Junior Participating Preferred Stockhef Company
(filed as Exhibit 3.1 to the Company’s Current Remm Form 8-K (File No. 001-13357) on September2®7 and
incorporated herein by referenc

First Amended and Restated Rights Agreement, deted September 10, 2007, between Royal Gold aimd
Computershare Trust Company, N.A. (filed as Exhhitto the Company’s Registration Statement omF&HA/A
(File No. 00:-13357) on September 10, 2007 and incorporatedrhbyeieference;

First Amendment to the Bridge Facility Agreemeratedi July 30, 2007, by and among Battle MountaildGo
Exploration Corp., BMGX (Barbados) Corporation dhd Company (filed as Exhibit 10.1 to the Compar@tsrent
Report on Form-K (File No. 00:-13357) on August 2, 2007 and incorporated hereirefgrence)

Form of Irrevocable Proxy (filed as Exhibit 10.1the Compan’'s Current Report on Forn-K (File No. 00:-13357)
on August 2, 2007 and incorporated herein by refep

Form of Indemnification Agreement (filed as Exhib.01 to the Compa’s Current Report on Forn-K (File

No. 002-13357) on November 13, 2006 (together with ScheedtiCertain Officers Parties thereto filed as Bx99.2
to Royal Gol’'s Current Report on Forn-K on September 4, 2007) and incorporated hereirefgrence)

Form of Employment Agreement (filed as Exhibit 983he Company’s Current Report on Form 8-K (Nke 001-
13357) on September 22, 2005 (together with ScleeafuCertain Executive Officers Parties theretedihs

Exhibit 99.1 to Royal Gol's Current Report on Forn-K on September 4, 2007) and incorporated hereirefgrence’
Certification of President and Chief Executive ©dfi required by Section 302 of the Sarb-Oxley Act of 2002
Certification of Chief Financial Officer required ISection 302 of the Sarbal-Oxley Act of 2002

Written Statement of the President and Chief Exeeudfficer pursuant to Section 906 of the Sarbabrley Act of
2002.

Written Statement of the Chief Financial Officergwant to Section 906 of the Sarbe-Oxley Act of 2002

Schedule of Certain Officers Parties to the EmplegtrAgreement (filed as Exhibit 99.1 to the CompaiBurrent
Report on Form-K (File No. 00:-13357) on September 4, 2007 and incorporated hbyeiaference)






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

(2) Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgitade a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nttamisg with respect to the period
covered by this repor

(3) Based on my knowledge, the financial statementso#imet financial information included in this repéairly present in all material respe:
the financial condition, results of operations aadh flows of the registrant as of, and for, theopks presented in this repa

(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 15d-15(e))iatednal control over financial reporting (as defihin Exchange Act Rules 13a-15(f),
and 15+a5(f), for the registrant and han

(a) Designed such disclosure controls and procedureaused such disclosure controls and proceduttes designed under our supervisi
to ensure that material information relating to tbgistrant, including its consolidated subsidigrie made known to us by others within
those entities, particularly during the period inigh this quarterly report is being prepar

(b) Designed such internal control over financial réipgr;, or caused such internal control over finah@aorting to be designed under «
supervision, to provide reasonable assurance rieggtite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principle

(c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and preséntbd report our conclusions about
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psit based on such evaluation;

(d) Disclosed in this report any change in the regmtsanternal control over financial reporting thatcurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thathaterially affected, or is reasonably
likely to materially affect, the registré' s internal control over financial reporting; &

(5) The registrar's other certifying officer and I, have disclosedsé&d on our most recent evaluation of internalrotsybver financia
reporting, to the registrant’s auditors and theitacmnmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

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

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significdain the registra’s internal
controls over financial reportin
November 1, 200

/s/Tony Jense

Tony Jense!
President and Chief Executive Off







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 dagsantain 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 respec
the period covered by this repc

(3) Based on my knowledge, the financial statementso#imet financial information included in this repéairly present in all material respe:
the financial condition, results of operations aadh flows of the registrant as of, and for, theopks presented in this repa

(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 15d-15(e))iatednal control over financial reporting (as defihin Exchange Act Rules 13a-15(f),
and 15+a5(f), for the registrant and han

(a) Designed such disclosure controls and procedureaused such disclosure controls and proceduttes designed under our supervisi
to ensure that material information relating to tbgistrant, including its consolidated subsidigrie made known to us by others within
those entities, particularly during the period ihieh this report is being prepare

(b) Designed such internal control over financial réipgr;, or caused such internal control over finah@aorting to be designed under «
supervision, to provide reasonable assurance rieggtite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principle

(c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and presentecbnclusions about the effectivenes
the disclosure controls and procedures, as ofrideoéthe period covered by this report based @h gwaluation; an

(d) Disclosed in this report any change in the regigtsanternal controls over financial reporting tloecurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thathaterially affected, or is reasonably
likely to materially affect, the registré' s internal control over financial reporting; &

(5) The registrar's other certifying officer and I, have disclosedsé&d on our most recent evaluation of internalrotsybver financia
reporting, to the registrant’s auditors and theitacmnmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

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

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significdain the registra’s internal
controls over financial reportin
November 1, 200

/sIStefan Wenge

Stefan Wenge
Chief Financial Officer and Treasu







EXHIBIT 32.1

In connection with the quarterly report on FormQ@®f Royal Gold, Inc. (the “Company”), for the pmtiended September 30, 2007, as filed
with the Securities and Exchange Commission ord#te hereof (the “Report”), I, Tony Jensen, Pregidad Chief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. Section0125 adopted pursuant to Section 906 of the Sasb@mley Act of 2002 that, to my

knowledge:

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

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

November 1, 200

/s/Tony Jense

Tony Jense!
President and Chief Executive Offi







EXHIBIT 32.2

In connection with the quarterly report on FormQ@®f Royal Gold, Inc. (the “Company”), for the pmtiended September 30, 2007, as filed
with the Securities and Exchange Commission ordétte hereof (the “Report”), I, Stefan Wenger, Cliigfancial Officer and Treasurer of the
Company, certify, pursuant to 18 U.S.C. Section0125 adopted pursuant to Section 906 of the Sasb@mley Act of 2002 that, to my
knowledge:

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

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

November 1, 200

/sl Stefan Wenge

Stefan Wenge
Chief Financial Officer and Treasu




