EDGAROnline

ROYAL GOLD INC

FORM 10-Q

(Quarterly Report)

Filed 02/09/05 for the Period Ending 12/31/04

Address

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

1660 WYNKOOP STREET
SUITE 1000

DENVER, CO 80202-1132
3035731660

0000085535

RGLD

6795 - Mineral Royalty Traders
Gold & Silver

Basic Materials

06/30

Powere d By ED‘GA;Rbn]ine

http://www.edgar-online.com
© Copyright 2015, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

Table of Contents



Table of Contents

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

Quarterly report pursuant to Section 13 or 15(d) ofthe
Securities Exchange Act of 1934 for the quarterly @riod ended December 31, 2004

Commission File Number 0-5664

HE ®. OMGOLDJJ'NC

(a Delaware corporation)

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

I.R.S. Employer Identification Numb&¢#-0835164

Indicate by check mark whether the Registrant ék)filed all reports required to be filed by Seeti3 or 15 (d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsiech shorter period that the Registrant was redudadile such reports), and (2) has been
subject to such filing requirements for the pastfgs. Yesd NoO

Indicate by check mark whether the Registrant ia@relerated filer (as defined in Rule 12b-2 offixehange Act). Ye®l NoO

Indicate the number of shares outstanding of e&tiedssuer’s classes of common stock, as ofdtest practical date: 20,868,305 shares of
the Company’s Common Stock, par value $0.01 peesheere outstanding as of January 31, 2005.
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ROYAL GOLD, INC.
Consolidated Balance Sheets

December 31

2004 June 30
(Unaudited) 2004

Assets
Current assetl

Cash and equivalen $ 43,366,46 $ 44,800,90

Royalty receivable 5,207,38! 5,221,30

Current deferred tax ass 1,324,08 1,671,30!

Prepaid expenses and otl 532,45: 207,66
Total current asse 50,430,38 51,901,17
Royalty interests in mineral properties, 46,158,52  40,325,61
Available for sale securitie 39¢ 420,23:
Investment (note 2 1,000,001 —
Deferred tax ass: 304,87: 306,56
Other asset 622,63: 568,22¢
Total asset $ 98,516,80 $ 93,521,81
Liabilities and Stockholders’ Equity
Current liabilities

Accounts payabl $ 1,967,63 $ 1,232,53

Dividend payabl¢ 1,042,66. 779,37

Accrued compensatic 557,00( 200,00(

Other 392,04 229,51¢
Total current liabilities 3,959,33! 2,441,43.
Deferred tax liability 7,766,46. 8,078,97!
Other long term liabilitie: 89,88¢ 103,08
Total Liabilities 11,815,68 10,623,49
Commitments and contingencies (note
Stockholder' equity

Common stock, $.01 par value, authorized 40,000sb@0es; 21,082,447 and 21,012,583 shares issded an

outstanding at December 31, 2004 and June 30, 286dectively 210,82: 210,12¢

Additional paic-in capital 102,946,28 102,019,89
Accumulated other comprehensive inca 35 28,097
Deferred compensatic (390,939 —
Accumulated defici (14,968,22) (18,262,92)
Treasury stock, at cost (229,224 sha (1,096,87) (1,096,87)
Total stockholder equity 86,701,117  82,898,31

Total liabilities and stockholde’ equity $ 98,516,80 $ 93,521,81

The accompanying notes are an integral part obthessolidated financial statements

3




Table of Contents

ROYAL GOLD, INC.

Consolidated Statements of Operations and Compselemcome

(Unaudited)

Royalty revenue

Costs and expens
Costs of operation
General and administrati
Exploration and business developm
Depreciation, depletion and amortizati
Non-cash employee stock compensation exp

Total costs and expens

Operating incom:

Interest and other incon

Gain on sale of available for sale securi

Interest and other expen
Income before income tax

Current tax expens

Deferred tax expens
Net income

Adjustments to comprehensive inco
Unrealized change in market value of availablestde securitie
Realization of the change in market value on shbvailable for sale securitit

Comprehensive incorr
Basic earnings per she

Basic weighted average shares outstan

Diluted earnings per sha

Diluted weighted average shares outstan

For The Three Months Ends

December 31

2004

December 31

2003

$ 6,031,83: $ 5,083,46.

519,40  347,18:
986,61 779,00
587,52 250,63
867,12 786,03
119,12! —
3,079,790  2,162,86
2,952,04.  2,920,59!
181,25( 100,68:
163,52 —
(29,019 (29,009
3,267,800  2,992,27
(549,600 (16,389
(99,887  (698,42Y)

$ 2,618,311 $ 2,277,46!

25,45 212,32
(104,65 —

$ 2,539,11: $ 2,489,78
$ 0.1 $ 0.11
20,814,22 20,778,77
$ 0.1 $ 0.11
21,129,74 21,147,68

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

Consolidated Statements of Operations and Compselemcome

(Unaudited)

Royalty revenue

Costs and expens
Costs of operation
General and administrati
Exploration and business developm
Depreciation, depletion, and amortizat
Non-cash employee stock compensation exp

Total costs and expens
Operating incom:
Interest and other incon

Gain on sale of available for sale securi
Interest and other expen

Income before income tax

Current tax expens
Deferred tax expens

Net income

Adjustments to comprehensive inco
Unrealized change in market value of availablestde securitie
Realization of the change in market value on shbvailable for sale securitit

Comprehensive incorr
Basic earnings per she

Basic weighted average shares outstan

Diluted earnings per sha

Diluted weighted average shares outstan

For The Six Months Ende

December 31
2004

December 31
2003

$11,955,92. $ 9,264,94

978,68t 674,45t
1,802,470 1,364,69
1,043,14:  780,94¢
1,727,30¢  1,700,93.
119,12! —
5,670,731 _ 4,521,03,
6,285,181  4,743,91.
312,41 189,68«
163,52¢ —
(58,03) (58,279
6,703,09.  4,875,32
(1,208,53) (90,090
(377,81) (1,164,65)

$ 5,116,741 $ 3,620,57

76,59¢
(104,65

104,61!

$ 5,088,68 $ 3,725,19:.

$ 0.2t $ 0.17

20,798,79

20,737,79

$ 024 % 0.17

21,101,45

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

Cash flows from operating activitie
Net income
Adjustments to reconcile net income to net caskigea by operating activitie:

Depreciation, depletion and amortizati

Gain on available for sale securit

Deferred tax expens

Non-cash employee stock option compensation exp

Changes in assets and liabiliti
Royalty receivable
Prepaid expenses and other as
Accounts payabl
Accrued liabilities and other current liabiliti
Other long term liabilitie:

Net cash provided by operating activit

Cash flows from investing activitie
Capital expenditures for property and equipn
Acquisition of royalty interests in mineral propes
Purchase of investme
Proceeds from sale of available for sale secul

Net cash used in investing activiti

Cash flows from financing activitie
Dividends paic
Proceeds from issuance of common si

Net cash used in financing activiti
Net (decrease) increase in cash and equiva

Cash and equivalents at beginning of pe
Cash and equivalents at end of pel

Supplemental cash flow informatia
Cash paid during the period f
Income taxe:

Non-cash financing activities
Deferred compensation (equity offs

For The Six Months Ende
December 31 December 31
2004 2003

$ 5,116,741 $ 3,620,57

1,727,30¢  1,700,93.
(163,52f) —
377,81.  1,164,65.
119,12! —

13,91¢ (1,186,68)
(330,87¢ (96,44
730,16° 187,70«
481,20 248,25t
(13,200 (13,200

8,058,68:  5,625,78!

(104,43) (59,629
(7,500,001 —
(1,000,001 —

539,51 —

(8,064,92) (59,629

(1,558,75) (1,032,73)
130,55 738,17

(1,428,20) (294,559
(1,434,44)  5,271,60.

44,800,90 33,485,54
$43,366,46 $38,757,14

$ 1,325,000 $ 303,00(

$ 729,96( $ —

The accompanying notes are an integral part oktbeasolidated financial statements
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1. OPERATIONS, SUMMARY OF SIGNIFICANT ACCOUNTING PO LICIES AND RECENTLY ISSUED ACCOUNTING
PRONOUNCEMENTS

Operations

Royal Gold, Inc. (the “Company”, “we”, “us”, or “ol), together with its subsidiaries, is engagedthia business of acquiring and managing
precious metals royalties. Royalties are passiga-@perating) interests in mining projects thatie the right to revenue from the project
after deducting specified costs, if any.

We seek to acquire existing royalties or to finapogects that are in production or near produciioexchange for royalty interests. We also
explore and develop properties thought to contedéicipus metals and seek to obtain royalties aner@érried ownership interests in such
properties through the subsequent transfer of tipgranterests to other mining companies. Subsi#intall of our revenues are and can be
expected to be derived from royalty interests. Wedt conduct mining operations at this time.

Summary of Significant Accounting Policies

The accompanying unaudited consolidated finanta#éments have been prepared in accordance widrgBnaccepted accounting
principles for interim financial information and thithe instructions to Form 10-Q and Article 1(R&fgulation S-X. Accordingly, they do not
include all of the information and footnotes regdiby generally accepted accounting principlesforual financial statements. In the opir
of management, all adjustments which are of a nbrecairring nature considered necessary for gof@sentation have been included in this
Form 10-Q. Operating results for the three andrsixths ended December 31, 2004, are not necessulibative of the results that may be
expected for the entire fiscal year ending Jun€B805. These interim unaudited financial statemehtsild be read in conjunction with the
Company’s Annual Report on Form 10-K for the yaaded June 30, 2004.

Recently Issued Accounting Pronouncements

On December 16, 2004, the Financial Accounting &ieds Board (“FASB”) issued FASB Statement No. (B8ised 2004)share-Based
Payment (“Statement 123®”), which is a revision of FASB ®taent No. 123Accounting for Sock-Based Compensation (“SFAS 123").
Statement 123® supersedes Accounting PracticesiBéar25,Accounting for Stock Issued to Employees (“APB 25”), and amends FASB
Statement No. 9%tatement of Cash Flows . Statement 123® requires all share-based payn@etsployees, including grants of employee
stock options, to be recognized in the financialeshents based on their fair values. Statement 128®ective for the Company beginning
with its first fiscal quarter ending September 3005. We are currently evaluating the effect oteSteent 123® on our consolidated financial
statements and results of operations, includindrtiresition method we expect to utilize and anyeptial changes to our compensation
strategy resulting from the adoption of the revistthdard.
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2. STOCKHOLDER'’S EQUITY AND STOCK OPTION COMPENSATI ON

2004 Omnibus Longerm Incentive Plan

In November 2004, the Company adopted the OmnilougiTerm Incentive Plan (2004 Plan”). The 2004rPeplaces the Company’s
Equity Incentive Plan. Under the 2004 Plan, 900 8i8éres of Common Stock are available for futuamtgrto officers, directors, key
employees and other persons. The Plan providdhdagrant of stock options, unrestricted stockirieted stock, dividend equivalent rights,
stock appreciation rights, and cash awards. Arthede awards may, but need not, be made as perfoentacentives. Stock options granted
under the 2004 Plan may be non-qualified stockootor incentive stock options.

Royal Gold granted various awards under the 2084 Bliring the second quarter of fiscal 2005, asildet below.

Stockbased Compensation

Performance awards were granted to certain empdogee officers consisting of 58,250 shares of comstock (“Performance SharesThe
Performance Shares can be earned only if defindti-paar performance goals are met within a penbélve years from the date of grant. If
the performance goals are not earned by the etidsofive year period, the Performance Shareshwilforfeited. Vesting of Performance
Shares is subject to certain performance measeirg met and can be based on an interim earn ®8%f 50%, 75% or 100%. The defined
performance goals are tied to three performanceunes, including growth of free cash flow per shawe trailing twelve month basis,
growth of royalty ounces in reserve on a annuakbasd growth in market capitalization during five year vesting period.

There was no compensation expense recorded fainithe months ended December 31, 2004, with respdiae Performance Shares. The
measurement date for the Performance Shares wiletermined at such time the performance goalatta@ed or it is probable they will be
attained. In accordance with APB 25, at such ticompensation expense for the Performance Shaessinsable will be measured by the
number of shares that will ultimately be earnethatthen-current market price of our common stalerim recognition of compensation
expense will made at such time as management aaomably estimate the number of shares that wildveed. As of December 31, 2004,
our estimates indicate that there was not a reas®paojection of the number of Performance Shtrdm® earned, if any.

Certain employees, officers, and the Board of Doec(“BOD”) were granted 42,000 shares of resdatommon stock (“Restricted Stock”).
Restricted Stock vests by continued service alboecertain employees and officers, the vestingppdor Restricted Stock begins after a
three-year holding period from the date of grarthwine-third of the shares vesting in years faug &nd six, respectively. Shares of
Restricted Stock represent issued and outstanfieng@s of common stock, with dividend and votindntég subject to forfeiture upon
termination of employment with the Company.

In accordance with APB 25, for the three monthqeeending December 31, 2004, we recorded non-¢ask sompensation expense
associated with the restricted stock of $119,1@prasenting amortization of the fair value of thesfRcted Stock for the given period. The
measurement date to begin amortization for therRe=d Stock was the grant date (November 10, 20049 fair value of the Restricted
Stock at
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the measurement date was $17.38 per share. Antantiza based on a straight line basis over theetqul six year vesting period, except for
BOD restricted shares which are vested 50% immelgiand 50% after one year from the date of grant.

Stock Options

During August 2004, 10,000 stock options were grdnd an employee under the Company’s Equity Imeemtlan, at an exercise price of
$14.97 per share, which was the closing markeegddc our common stock on the date of grant. Tloggi®ns vest over a one-year period.

During November 2004, 136,000 stock options weasntgd to certain employees, officers, and the B@feuthe 2004 Plan. These options
have an exercise price of $17.38, which was theirdpmarket price for our Common Stock on the déigrant. The options have vesting
terms ranging from one to three years, except fdbBptions of which 50% vests immediately and 50ts after one year from the date of
grant.

During the three and six months ended Decembe2(34, options to purchase 27,864 shares were sgdraiesulting in proceeds of
$130,275. During the three months ended Decemhe2(BB, options to purchase 14,800 shares wereisgdr resulting in proceeds of
$126,668. During the six months ended Decembe2@13, options to purchase 128,669 shares wereisgdreesulting in proceeds of
$736,890.

We measure compensation cost as prescribed by APBtereby no compensation cost related to thetiggaof stock options has been
recognized in the financial statements as the eseeprice of all option grants was equal to thekatprice of our Common Stock at the date
of grant. In October 1995, the FASB issued SFASWRRh defines a “fair value” based method of acttong for employee options or
similar equity instruments. Had compensation cestnbdetermined under the provisions of SFAS 128fdhowing pro forma net income a
earnings per share amounts would have been recorded

For The Three Months End: For the Six Months Ende
December 3: December 3: December 31 December 31
2004 2003 2004 2003
Net income, as reporte $2,618,31! 2,277,461 5,116,741  3,620,57
Add: Stock-based compensation expense for restratteek awards included in
reported net income, net of related tax effi 76,24( — 76,24( —
Less: Total stock-based employee compensation sgpggtermined under fair
value based method for all awards, net of rela®dffects (239,906 (180,104 (312,617 (688,70
Pro forma net incom $2,454,65. 2,097,36. 4,880,37. 2,931,87!
Earnings per sharn
Basic, as reporte $ 0.1: 0.11 0.2¢8 0.17
Basic, pro forms $ 0.12 0.1C 0.28 0.14
Diluted, as reporte $ 0.12 0.11 0.24 0.17
Diluted, pro forme $ 0.12 0.1C 0.2 0.14
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3. INVESTMENT IN REVETT SILVER COMPANY AND THE TROY MINE

On October 14, 2004, in a three part transactleQompany paid $8.5 million to Revett Silver Compé'Revett”) and its wholly-owned
subsidiary, Genesis Inc. (“Genesis”), in excharayawo royalty interests in the Troy undergrounslesi and copper mine, located in
northwestern Montana, and shares in Revett.

For consideration of $7.25 million, the Companyadtéd the right to receive a production paymentwdent to a 7.0% gross smelter return
royalty (“GSR Royalty”) from all metals and prodsigiroduced and sold from the Troy mine. The GSRaRpwvill extend until either
cumulative production of 90% of the current resengereached, or the Company receives $10.5 miltiqumulative payments, whichever
occurs first. As a second component of the trafmacthe Company acquired a perpetual GSR roydRgrpetual Royalty”) at the Troy mine
for $250,000. The rate for this Perpetual Royaéigihs at 6.1% on any production in excess of 100%eocurrently identified reserves, and
steps down to a perpetual 2% royalty after cumuggproduction has exceeded 115% of the currentweseln the third component of the
transaction, the Company purchased approximat8lynillion shares of Revett common stock for $1.0iam. These shares can be conver
under certain circumstances and at the electistheo€ompany, into a 1% net smelter return (“NSR{)alty on the Rock Creek mine, also
located in northwestern Montana and owned by Revett

Under the terms of the share agreement, the Compasthe right, but not the obligation, to cure default by Revett or Genesis under their
obligations pursuant to an existing mortgage payad#cured by a Promissory Note, to Kennecott M@n@ompany (“Kennecott”), a third
party and prior Joint Venture interest owner of Tmey mine. The principal and accrued interest unke Promissory Note was approximai
$6.6 million with a maturity date of February 2008.

We have recorded the acquisition of the GSR Roaitythe Perpetual Royalty interests as compoméisyalty Interests in Mineral
Properties on the consolidated balance sheetsaddugsition of the 1.3 million shares of Revettasorded as an Investment on the
Consolidated Balance Sheets. Revett is curreriiyvate company and its shares do not have a yedéierminable market value. As such,
we have recorded these shares at cost on our aecgimg Consolidated Balance Sheets. We will evaltiz carrying value of these shares
on a periodic basis and as new information regarthie valuation of Revett shares becomes available.

4. AVAILABLE FOR SALE SECURITIES

Investments in securities that have readily deteatvie market values are classified as availabledt® investments. Unrealized gains and
losses on these investments are recorded in acateduwther comprehensive income as a separate oemipaf stockholders’ equity, which
are recognized in determining net income. Whengtigents are sold, the realized gains and loss#sewsale of these investments, as
determined using the specific identification methaie included in determining net income. We reedrd gain on sale of available for sale
securities of $163,526 during the three and sixttrmended December 31, 2004. We had no sales itdilaledfor sale investments during the
three and six months ended December 31, 2003.

10
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudit ed)

5. ROYALTY INTERESTS IN MINERAL PROPERTIES

As of December 31, 2004:

Production stage royalty interes
Pipeline Mining Comple:
GSR1
GSR2
GSR3
NVR1
Bald Mountain
SJ Claims
Troy mine GSR royalt
Carlin Eas
Martha

Development stage royalty interes
Leeville Project

Exploration stage royalty interes

Leeville Project
Troy mine Perpetual royali

Total royalty interests in mineral propert

11

Accumulatec

Depletion &

Gross Amortization Net
$ — $ — % —
8,105,021  (5,268,39) 2,836,62
2,135,10 (1,378,85)  756,25:
1,978,554  (1,777,57)  200,96¢
20,788,44. (2,410,09) 18,378,34
7,250,001 — 7,250,001
1,775,80! (1,564,55) 211,25
172,81( (172,810 —
42,205,73 (12,572,29) 29,633,44
14,240,41 — 14,240,41
2,305,84! (271,18) 2,034,65:
250,00( — 250,00(
2,555,84! (271,187) 2,284,65

$59,002,000 $(12,843,47) $46,158,52
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As of June 30, 2004:

Accumulatec

Depletion &
Gross Amortization Net
Production stage royalty interes

Pipeline Mining Comple;

GSR1 $ — $ — $ —

GSR2 — — —

GSR3 8,105,021 (4,871,96) 3,233,05

NVR1 2,135,100 (1,256,26) 878,84(
Bald Mountain 1,978,54  (1,764,57) 213,97:
SJ Claims 20,788,44.  (1,736,07) 19,052,37
Carlin Eas! 1,775,80'  (1,118,32) 657,48:
Martha 172,81( (158,00() 14,81(

34,955,73 (10,905,20) 24,050,53
Development stage royalty interes

Leeville Project 14,240,41 — 14,240,41
Exploration stage royalty interes

Leeville Project 2,305,84! (271,18) 2,034,65
Total royalty interests in mineral propert $51,502,000 $(11,176,38) $40,325,61

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

We own two sliding-scale gross smelter return rigal(“GSR1” ranging from 0.40% to 5.0% and “GSR&figing from 0.72% to 9.0%), a
0.71% fixed rate gross smelter return royalty (“@9Rand a 0.39% net value return royalty (“NVR)er the Pipeline Mining Complex tt
includes the Pipeline and South Pipeline gold diéposLander County, Nevada.

The Pipeline Mining Complex is owned by the Codeint Venture, a joint venture between Placer Gdrie. (60%), a subsidiary of Placer
Dome Inc., and Kennecott Explorations (Australi&d.l[(40%), a subsidiary of Rio Tinto.

Bald Mountain

We own a 1.75% to 3.5% sliding-scale net smelterne(“NSR”) royalty that burdens a portion of tBald Mountain mine, in White Pine
County, Nevada. Bald Mountain is an open pit, Heaph mine operated by Placer Dome U.S. Inc. Tidengtscale royalty increases or
decreases with the gold price, adjusted by the Fg88ucer Price Index. Our royalty rate would imseto 2% at a gold price of
approximately $500 per ounce.

12
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SJ Claims

We own a 0.9% NSR on the SJ Claims that coverstiopmf the Betze-Post gold mine, in Eureka CouMgvada. Betze-Post is an open pit
mine operated by Barrick Gold Corporation at itddStrike property.

Leeville Project

We own a 1.8% carried working interest, equal 108% NSR royalty, which covers the majority of theeville Project, in Eureka County,
Nevada. The Leeville Project is an underground ggpleration, currently under development by NewnMiming Corporation “Newmont”).
Newmont has announced its intention to initiatedpistion at Leeville during the fourth quarter ofesedar 2005. Current production on -
Leeville Project ground is derived from undergrogmdduction on the Carlin East mine, also operatelewmont.

We carry our interest in the proven and probaldemees at the Leeville Project as a developmegestayalty interest, which will be deplet
using the units of production method based on prarel probable reserves once production begins.ridzation of our development stage
interest will begin upon commencement of productibheeville. At that time, the development stagstbasis of Leeville will be reclassifi
as a production stage royalty interest.

We carry our interest in the non-reserve portiothefLeeville Project as an exploration stage tyyiaterest, which is not subject to periodic
amortization. In the event that future proven arabpble reserves are developed at Leeville assakigith our interest, the cost basis of our
exploration stage royalty interest will be reclfissi as a development stage royalty interest aodyction stage royalty interest in future
periods as appropriate. In the event that futuentsvor circumstances indicate that the non-regeowtion of the Leeville Project will not be
converted into proven and probable reserves, weewdlluate our carrying value in the exploraticegstinterest for impairment.

Martha Mine

We own a 2% NSR royalty on the Martha mine locatefirgentina, a silver mine operated by
Coeur d’Alene Mining Corporation.

Troy Mine

As discussed in Note 3, we own a production payragaivalent to a 7.0% gross smelter return roy@BSR Royalty”) from all metals and
products produced and sold from the Troy mine kedah northeastern Montana. The GSR Royalty wilees until either cumulative
production of 90% of the current reserves is redchethe Company receives $10.5 million in cumuépayments, whichever occurs first.
We carry our interest in the proven and probaldemees for the GSR Royalty as a production stagaltsointerest, which will be depleted
using the units of production method estimated sipgiproven and probable reserves. Mining operatt@mmenced at the Troy Mine during
December 2004, with the first shipment of conceaatocurring during January 2005. Amortization of production stage interest will
commence with the first concentrate shipment frbenroy Mine during the third quarter of our fis@8l05. There was no amortization
expense related to the GSR Royalty during the threths ended December 31, 2004.

We own a perpetual GSR royalty (“Perpetual Royalat'the Troy mine. The royalty rate for the PenpéRoyalty begins at 6.1% on any
production in excess of 100% of the currently iifeatd reserves, and steps down to a perpetual 286 @imulative production has exceeded
115% of the current reserves. We carry our intéreite nonreserve portion of the Perpetual Royalty as anagatibn stage royalty, which
not subject to periodic amortization. In the evilatt future proven and probable

13
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reserves are developed, associated with our Palfetiyalty interest, the cost basis of our expiorastage royalty interest will be
reclassified as a development stage royalty intemes production stage royalty interest in futpegiods as appropriate. In the event that
future events or circumstances indicate that threneserve portion of the Perpetual Royalty will betconverted into proven and probable
reserves, we will evaluate our carrying value i éixploration stage interest for impairment.

6. EARNINGS PER SHARE (*EPS") COMPUTATION

For The Three Months Ended December 31, -

Income Shares Pe-Share
(Numerator) (Denominator’ Amount
Basic EPS
Income available to common stockhold $2,618,31 20,814,22 $ 0.1:
Effect of dilutive securitie 315,51¢
Diluted EPS $2,618,31 21,129,74 $ 0.1z

Options to purchase 409,540 shares of common s average purchase price of $19.11 per shvare,outstanding at December 31,
2004, but were not included in the computationibftedd EPS because the exercise price of theseraptias greater than the average market
price of the common shares for the period.

For The Three Months Ended December 31, -

Income Shares Per-Share
(Numerator) (Denominator’ Amount
Basic EPS
Income available to common stockhold $2,277,46! 20,778,77 $ 0.11
Effect of dilutive securitie 368,91!
Diluted EPS $2,277,46! 21,147,68 $ 0.11

Options to purchase 50,000 shares of common sab@) average price of $23.73 per share, wereamulsty at December 31, 2003, but were
not included in the computation of diluted EPS lesesthe exercise price of the options was grelsar the average market price of these
common shares for the period.
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For The Six Months Ended December 31, 2

Income Shares Per-Share
(Numerator) (Denominator’ Amount
Basic EPS
Income available to common stockhold $5,116,74i 20,798,79 $ 0.2t
Effect of dilutive securitie 302,66
Diluted EPS $5,116,74i 21,101,45 $ 0.2

Options to purchase 409,540 shares of common sabeln average purchase price of $19.11 per shvare,outstanding at December 31,
2004, but were not included in the computationibftdd EPS because the exercise price of theserapivas greater than the average market
price of the common shares for the period.

For The Six Months Ended December 31, 2

Income Shares Per-Share
(Numerator) (Denominator’ Amount
Basic EPS
Income available to common stockhold $3,620,57 20,737,79 $ 0.17
Effect of dilutive securitie 384,67(
Diluted EPS $3,620,57 21,122,46. $ 0.17

Options to purchase 50,000 shares of common sab@n average purchase price of $23.73, were odisigat December 31, 2003, but were
not included in the computation of diluted EPS husesthe exercise price of these options was grtearthe average market price of
common shares for the period.

7. INCOME TAXES

As of December 31, 2004, we had $1,324,080 of atideferred tax asset primarily associated withrearaining net operating loss
carryforwards, which has been classified as a ntasset on the Consolidated Balance Sheets. Wesetgfully utilize our remaining net
operating loss carryforwards during the fiscal yeading June 30, 2005. Accordingly, we have reabidereased current tax expense for the
six months ending December 31, 2004, of $1,208¢88dpared with $90,090 for the six months endingebawer 31, 2003.

For the three months ended December 31, 2004, seeded current and deferred tax expense of $64%dB8pared with $714,810 during t
three months ended December 31, 2003. Our effe@iveate for the three months ended December@Y,2vas 19.9%, compared with
23.9% for the three months ended December 31, 2D@3ng the three months ended December 31, 2084ully released the valuation
allowance associated with the sale of our availfdisale securities during the period of approxehea$320,000, resulting in a decrease to
our effective tax rate for the period. The sale of
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available for sale securities will allow us to izalthe tax asset associated with our ability tizatthe capital loss carryback, associated with
the securities. As of December 31, 2004, we nodorgrry a valuation allowance with respect to ahgur tax assets.

For the six months ending December 31, 2004, wegrgzed current and deferred tax expense totalin§8%,346 compared with $1,254,743
during the six months ended December 31, 2003. fEsiglted in an effective tax rate of 23.7% in ¢berent period compared with 25.7% in
the prior period. The decrease in the effectivertas between periods was associated with theselefthe valuation allowance associated
with the sale of our available for sale securibéapproximately $320,000 during the quarter enidedember 31, 2004. As of December 31,
2004, we no longer carry a valuation allowance wépect to any of our tax assets.

During the six months ending December 31, 2004,ecember 31, 2003, we remitted $1,325,000 and $803n cash taxes, respectively.
8. COMMITMENTS AND CONTINGENCIES
RG Russia

On June 20, 2003, through a newly formed wholly-e&subsidiary, RG Russia, Inc., we entered intaggeement for exploration in Russia
with a subsidiary of Phelps Dodge Exploration Cogtion, which holds an exploration license grartigdhe Russian government. We have
committed to provide exploration funding totaling.$ million over a period not to exceed 24 montheeiturn for a 1% NSR royalty.

As of December 31, 2004, we have funded our entiremitment of $1.3 million, of which we have acatike remaining $240,000 in the
accompanying Consolidated Balance Sheets as ofnilmre31, 2004. We have expensed the funding anssuatcomponent of Exploration
and Business Development in the accompanying finhatatements.

Casmalia

On March 24, 2000, the United States Environméntatection Agency (“EPA”) notified Royal Gold and 8ther entities that they were
considered potentially responsible parties (“PRRser the Comprehensive Environmental Responsap€osation, and Liability Act of
1980, as amended (“Superfund”), at the Casmali@itess Hazardous Waste Disposal Site (the “Site9dnta Barbara County, California.
EPA's allegation that Royal Gold was a PRP wasdasethe disposal of allegedly hazardous petroleypioration wastes at the Site by
Royal Gold’s predecessor, Royal Resources, Incingl1983 and 1984.

After extensive negotiations, on September 23, 2B@¥al Gold, along with 35 members of the PRP griaugeted by EPA, entered into a
Partial Consent Decree with the United States oéAca intending to settle their liability for thentled States of America’ past and future
clean-up costs incurred at the Site. Based on thammal volume of allegedly hazardous waste that&®esources, Inc. disposed of at the
Site, our share of the $25.3 million settlement anmavas $107,858, which we deposited into the @sawcount that the PRP group set up
that purpose in January 2002. The funds were patiget United States of America on May 9, 2003. Uhéed States of America may only
pursue Royal Gold and the other PRPs for additiolean-up costs if the United States of Americaltolean-up costs at the Site significantly
exceed the expected cost of approximately $272amilWe believe this to be a remote possibilitgréfore, we consider our potential
liability to the United States of America to beok®d.
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The Partial Consent Decree does not resolve Roglal $potential liability to the State of Califomn{“State”) for its response costs or for
natural resource damages arising from the Site.State has not expressed any interest in purs@ngal resource damages. However, on
October 1, 2002, the State notified Royal Gold toedrest of the PRP group that participated insétiement with the United States of
America that the State would be seeking responses ¢otaling approximately $12.5 million from theltnis not known what portion of these
costs the State expects to recover from this PRBpgin settlement. If the State agrees to a voltimaliocation, we will be liable for 0.438%
of any settlement amount. However, we expect thasbare of liability will be completely covered by$15 million, zero-deductible
insurance policy that the PRP group purchased fipabi to protect itself from claims such as thabught by the State.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
General

Management’s Discussion and Analysis of Financ@hdition and Results of Operations (“MD&A”") is imtéed to provide information to
assist you in better understanding and evaluatimdinancial condition and results of operatione Yé¢commend that you read this MD&A in
conjunction with our consolidated financial statemsancluded in Item 1 of this Quarterly Reportform 10-Q, as well as our 2004 Annual
Report on Form 10-K.

This MD&A contains forward-looking information. Oimportant note about forward-looking statementsiciv you will find following this
MD&A and following the MD&A in our 2004 Annual Repbon Form 10-K, applies to these forward-lookingtsments.

Overview

Royal Gold, Inc. (the “Company”, “we”,
precious metals royalties.

us”, or “ol), together with its subsidiaries, is engagethi@ business of acquiring and managing

We seek to acquire existing royalties or to finapogects that are in production or near produciioexchange for royalty interests. Royalties
are passive (non-operating) interests in miningeots that provide the right to revenue from tha@gut after deducting specified costs, if any.
We also explore and develop properties thoughotdain precious metals and seek to obtain royatsrésts and other carried ownership
interests in these properties through the subseduersfer of interests to other mining companWs. expect that substantially all of our
revenues are and will be derived from royalty iess. We do not conduct mining operations at this.tDuring the second quarter of fiscal
2005, we focused on the management of our existiypglty interests, the acquisition of royalty irgsts, and the creation of royalty interests
through exploration.

Our financial results are closely tied to the p¢gold. For the quarter ended December 31, 20@price of gold averaged $434 per ounce,
compared with an average price of $391 per ouncthéoquarter ended December 31, 2003. As a rektlie increased gold price, our GSR1
sliding-scale royalty at the Pipeline Mining Compleas 4.5% for the quarter ended December 31, 28iMpared with a rate of 4.0% during
the prior period. This increase in our sliding-scalyalty rate contributed to revenues of $6,033 @3 ing the quarter ended December 31,
2004, compared with revenues of $5,083,461 fogtheter ended December 31, 2003.

Our principal mineral property interests are:

— two slidin¢-scale gross smelter return, or GSR, royalty intsr
- one fixed GSR royalty interest; a

— one net value royalty intere:

all relating to a mining complex known as the RipeMining Complex, which includes the Pipeline &uwlith Pipeline gold deposits,
operated by the Cortez Joint Venture, which isimt jeenture between Placer Cortez, Inc. (60%),lesliary of Placer Dome, Inc., and
Kennecott Explorations (Australia) Ltd. (40%), dsidiary of Rio Tinto;

—one 1.8% NSR royalty on the majority of the LeevHroject, which includes the development stageille@inderground mine and
a portion of the Carlin East mine, operated by NewnhMining Corporation; an

18




Table of Contents

MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION
AND RESULTS OF OPERATIONS

— one 0.9% NSR royalty on the SJ Claims, wiinbers a portion of the Bet&ost open pit mine, at the Goldstrike operatiorraiee
by Barrick Gold Corporatior

Our other producing royalty interests include &b%#no 3.5% NSR sliding-scale royalty interest cavgma portion of the Bald Mountain
mine, operated by Placer Dome U.S. Inc. This gijdinale royalty increases or decreases with thet grade, adjusted by the 1986 Producer
Price Index. Our royalty rate would increase to @%und a gold price of $500 per ounce. We also @&f6 NSR royalty on a number of
properties in Santa Cruz Province, Argentina, idiclg the Martha silver mine, which is operated me@r d’Alene Mines Corporation.

On October 14, 2004, we purchased two royalty &sisrin the Troy underground silver and copper moperated by Revett Silver Company
(“Revett”), located in northeastern Montana. Thistfroyalty is a production payment equivalent i @% GSR Royalty from all metals and
products produced and sold from the Troy mine. GI&&R Royalty will extend until either cumulative gretion of 90% of the current
reserves is reached, or we receive $10.5 milliccumulative payments, whichever occurs first. Téeosd royalty is a Perpetual Royalty, i
from the Troy mine, which begins at 6.1% on anydpiaiion in excess of 100% of the currently ideatifreserves, and steps down to a
perpetual 2% after cumulative production has exeddd 5% of the current reserves.

Estimates received from the mine operators duhieditst quarter of calendar year 2004 indicated ¢fold production, attributable to our
royalty interests, for calendar year 2004 was ebtgabto be approximately 952,000 ounces from thelRip Mining Complex, 116,000 ounc
from the Carlin East mine at the Leeville Projédt5,000 ounces from the SJ Claims and 55,000 odrm@sthe Bald Mountain mine. The
Martha silver mine was expected to produce 1.3anilbunces of silver attributable to our royaltyeirest for the 2004 calendar year. As of
December 31, 2004, the mine operators have repprtatliction attributable to our royalty interestd 03,604 ounces from the Pipeline
Mining Complex, 105,629 ounces from the Carlin Easte located at the Leeville Project, 476,377 asrftom the SJ Claims and 24,592
ounces from the Bald Mountain mine.

Results of Operations

Quarter Ended December 31, 2004, Compared to Qu&anted December 31, 2003

For the quarter ended December 31, 2004, we redoreieearnings of $2,618,318, or $0.13 per basiceshnd $0.12 per diluted share, as
compared to net earnings of $2,277,465, or $0.1basic and diluted share, for the quarter endezkBber 31, 2003.

For the quarter ended December 31, 2004, we retédtal royalty revenues of $6,031,833, consistin§5,133,251 from our royalties at the
Pipeline Mining Complex, $617,605 from the SJ Cki$169,095 from the Carlin East mine at the Lé=Wtoject, $49,033 from Bald
Mountain and $62,849 from the Martha mine, compaoedtal royalty revenues of $5,083,461 for thamer ended December 31, 2003. This
increase in royalty revenues resulted primarilyrfra higher sliding-scale royalty rate of 4.5% frtima Pipeline Mining Complex and an
average gold price of $434 per ounce for the pedothpared to an average gold price of $391 pec@and a corresponding royalty rate of
4.0% in the prior period. Increased productionwat®J Claims also contributed to the increasedmexe
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Cost of operations increased to $519,404 for tleetquended December 31, 2004, compared to $347t83e quarter ended December 31,
2003. This increase was primarily related to amease in the Nevada net proceeds tax accrualpobdmately $56,000, which is associated
with the increased royalty revenues, an increasemsulting services of approximately $64,000, imedeased employee costs of
approximately $43,000.

General and administrative expenses increasedd0,&83 for the quarter ended December 31, 2004 $679,009 for the quarter ended
December 31, 2003, primarily due to increasedistafevels and associated employee costs of appaierly $148,000. An increase in
consulting fees primarily due to Sarbanes-Oxley gitance work of approximately $57,000 also contidtolito the increase.

As discussed in Note 2 in the accompanying Not&saasolidated Financial Statements, we recordedcash employee stock compensation
expense of $119,025 for the quarter ended Dece81he2004 compared to $0 for the quarter ended DeeeBil, 2003. The non-cash
compensation expense during the period represertgiaation, based on the employee’s service penbthe fair value of the Restricted
Stock issued pursuant to the 2004 Omnibus Long-Teoentive Plan at the issuance or measurement date

Exploration and business development expensesaseteto $587,528 for the quarter ended Decemb&0®4, from $250,635 for the quar
ended December 31, 2003. The increase was printréyto an accrual of our RG Russia commitmenkpkimed in Note 8 in the
accompanying Notes to Consolidated Financial Statésn The remaining commitment to RG Russia is eegeto be paid during our fiscal
2005 third quarter. The increase was also duecteased staffing levels and the associated emmoygests of approximately $62,000.

Depreciation, depletion and amortization increaee$867,121 for the quarter ended December 31, ,F6@# $786,039 for the quarter ended
December 31, 2003. The increase was primarily duecreased production at our SJ Claims royaltsultang in additional depletion.

Interest and other income increased to $181,25théoguarter ended December 31, 2004, from $10G@&he quarter ended December 31,
2003. The increase is primarily due to an incréadends available for investing over the prior yaad higher interest rates.

For the quarter ended December 31, 2004, we saldynall of our available for sale securities. Tade resulted in a gain of approximately
$164,000, which is included in gain on sale of kldeé for sale securities in the accompanying Clidated Statements of Operations and
Comprehensive Income.

As of December 31, 2004, we had $1,324,080 of dedetax asset primarily associated with our renrmgimiet operating loss carryforwards,
which has been classified as a current asset doafaace sheet. We expect to fully utilize our rinimg net operating loss carryforwards
during the fiscal year ending June 30, 2005. Acoglgl, we have recorded an increased current taemrese for the quarter ended
December 31, 2004 of $549,600, compared with $B5{88the quarter ended December 31, 2003.

For the three months ended December 31, 2004, ceeded current and deferred tax expense of $64%d8dared with $714,810 during t
three months ended December 31, 2003. Our effe@veate was 19.9% for the three months endedbeee31, 2004, compared with
23.9% for the three months ended December 31, Z068decrease in the effective tax rate was adsadcwith the full release of the
valuation allowance associated with the sale ofamailable for sale securities during the three thh@ended December 31, 2004, of
approximately $320,000, and the increase in alldevpbrcentage depletion deductions associatedhigtier revenue from our GSR3 royalty
during the period. As of December 31, 2004, weamgér carry a valuation allowance with respecty @f our tax assets.
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Six Months Ended December 31, 2004, Compared td8ixths Ended December 31, 2003

For the six months ended December 31, 2004, wededmet earnings of $5,116,746, or $0.25 per kswice and $0.24 per diluted share, as
compared to net earnings of $3,620,577, or $0.1 basic and diluted share, for the six months eraecember 31, 2003.

For the six months ended December 31, 2004, weévestéotal royalty revenues of $11,955,924, comisdf $10,173,994 from our royalties
at the Pipeline Mining Complex, $1,094,997 from 8iClaims, $484,391 from the Carlin East mindatiteeville Project, $100,298 from
Bald Mountain and $102,244 from the Martha minenpared to total royalty revenues of $9,264,94@Hersix months ended December 31,
2003. This increase in royalty revenues result@damily from a higher sliding-scale royalty rate46% during the second quarter from the
Pipeline Mining Complex, and an average gold potc$418 per ounce for the six months ended Dece®ibe2004, compared to an average
gold price of $377 and a corresponding royalty cdté.0% for the six months ended December 31, 2D@3eased production at the Pipeline
Mining Complex, Carlin East mine, and SJ Claim® a@isntributed to increased revenue.

Cost of operations increased to $978,685 for thensinths ended December 31, 2004, compared to 463 4or the six months ended
December 31, 2003. The increase was primarilyedltd an increase in accrued Nevada net proceed$ sgoproximately $127,000, which is
associated with the increased royalty revenuesj@aase in consulting services for operationsppiraximately $128,000, and increased
employee costs of approximately $38,000.

General and administrative expenses increased, 83476 for the six months ended December 31, 200 $1,364,695 for the six mont
ended December 31, 2003. An increase in legal anduiting fees, primarily due to Sarbanes-Oxley plisnce work, of approximately
$107,000 contributed to the increase. An increaseviestor relations costs of approximately $10@,80d an increase in employee costs of
approximately $160,000 also contributed to the alvéncrease in general and administrative costs.

As discussed in Note 2 in the accompanying Noté&3oesolidated Financial Statements, we recordeecash employee stock compensation
expense of $119,025 for the six months ended DeeeBih 2004 compared to $0 for the six months efEember 31, 2003. The non-cash
compensation expense recorded during the perigdgepts amortization, based on the employee’scgepariod, of the fair value of the
Restricted Stock issued pursuant to the 2004 Omsrlibng-Term Incentive Plan at the issuance or nreasent date.

Exploration and business development expensesaseteto $1,043,143 for the six months ended Dece®ihe004, from $780,948 for the
six months ended December 31, 2003. The increaserimarily due to an accrual of our RG Russia catiment as explained in Note 8 in
the accompanying Notes to Consolidated Financetke8tents. The remaining commitment to RG Russapected to be paid during our
fiscal 2005 third quarter.

Interest and other income increased to $312,418h&six months ended December 31, 2004, from $88%or the six months ended
December 31, 2003. The increase is primarily duentocrease in investable funds along with hightrest rates.

For the six months ended December 31, 2004, wersaldy all of our available for sale securitieheTsale resulted in a gain of
approximately $164,000, which is included in gamnsale of available for sale securities in the agganying Consolidated Statements of
Operations and Comprehensive Income.

For the six months ended December 31, 2004, wagrézed current and deferred tax expense totalin§8k1346 compared with $1,254,743
as of December 31, 2003. This resulted in an éffetax rate of 23.8% in the current period, corepawith 25.7% in the prior period. The
decrease in the effective tax
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rate resulted from an increase in allowable pesggntlepletion deductions associated with higherme® from our GSR1 royalty during the
period, and the release of the valuation allowarss®eciated with the sale of our available for seleurities of approximately $320,000 during
the period.

Liquidity and Capital Resources

At December 31, 2004, we had current assets o#A88(B83 compared to current liabilities of $3,988,3or a current ratio of nearly 13 to 1.
This compares to current assets of $51,901,17%amdnt liabilities of $2,441,434 at June 30, 20@4ulting in a current ratio of 21 to 1. The
decrease in the current ratio is due primarilyrtorerease in our dividend and accounts payabéppfoximately $758,000 along with a
decrease in our cash and equivalents of approxiynie434,000. We continue to have no long ternt.deb

During the six months ended December 31, 2004idityuneeds were met from $11,955,924 in royaltyereues, our available cash resour
and interest and other income of $312,415.

We have a $10 million line of credit from HSBC tima&y be used to acquire producing royalties. Amnlander the line of credit will be
secured by a mortgage on our GSR3 royalty at theliRe Mining Complex, and by a security interesthie proceeds from any of our
royalties at the Pipeline Mining Complex. Any asgatirchased with the line of credit will also seagecollateral. During our second fiscal
quarter of 2005, we extended the maturity dateuofioe of credit through June 30, 2006. As of Daber 31, 2004, no funds have been
drawn under the line of credit.

We believe that our current financial resourcesfands generated from operations will be adequataver anticipated expenditures for
general and administrative costs, exploration arginess development costs, and capital expendiforéise foreseeable future. Our current
financial resources are also available for royattguisitions and to fund dividends. Our long-teapital requirements are primarily affected
by our ongoing business development activitieshénevent of a substantial royalty or other actjoisj we may seek additional debt or eqi
financing.

Recently Issued Accounting Pronouncements

On December 16, 2004, the Financial Accounting &ieds Board (“FASB”) issued FASB Statement No. (88ised 2004)Share-Based
Payment (“Statement 123®"), which is a revision of FASB ®&taent No. 123Accounting for Sock-Based Compensation (“SFAS 123”).
Statement 123® supersedes Accounting PracticesdBéar25,Accounting for Stock Issued to Employees (“APB 25”), and amends FASB
Statement No. 9%tatement of Cash Flows . Statement 123® requires all share-based payn@etsployees, including grants of employee
stock options, to be recognized in the financialesnents based on their fair values. Statement 128®ective for us beginning with our fir
fiscal quarter ending September 30, 2005. We ameitly evaluating the effect of Statement 123®oan consolidated financial statements
and results of operations, including the transitisethod we expect to utilize and any potential ¢glesgrto our compensation strategy resulting
from the adoption of the revised standard.

Forward-Looking Statements

Cautionary “Safe Harbor” Statement under the Pei&curities Litigation Reform Act of 1995: Withetbxception of historical matters, the
matters discussed in this report are forward-loglstatements that involve risks and uncertaintias ¢ould cause actual results to differ
materially from projections or estimates contaihecein. Such forward-looking statements includeestants regarding projected gold and
silver production, estimates of production receifredn the operators of our royalty properties,legient of the Casmalia matter, the poter
need for additional funding for acquisitions and expectation that substantially all our revenuékhe derived from royalty interests.
Factors that could cause actual results to diffetenmlly from these forward-looking statementdude, among others,
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changes in precious metals prices, decisions andties of the operators of our royalty propertiasanticipated grade, geological,
metallurgical, processing or other problems atet@eperties, changes in project parameters as pfahe operators are refined, economic
and market conditions, future financial needs a¥w&ilability of acquisitions, and the ultimate aéuhal liability, if any, to the State of
California in connection with the Casmalia matges well as other factors described elsewhere grégort. Most of these factors are beyond
our ability to predict or control. We disclaim aalligation to update any forwatdeking statement made herein. Readers are cadtiooistc
put undue reliance on forward-looking statements.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

Our earnings and cash flow are significantly impddty changes in the market price of gold. Goldgwzican fluctuate widely and are affec
by numerous factors, such as demand, productiaidegconomic policies of central banks, produeeiging, world political and economic
events, and the strength of the U.S. dollar redatiivother currencies. During the last five yetive,market price for gold has fluctuated
between $255 per ounce and $454 per ounce.

During the six month period ended December 31, 2@@4reported royalty revenues of $11,955,924, aittaverage gold price for the period
of $418 per ounce. Our GSR1 royalty, on the Pigelitining Complex, which produced the majority of eevenues for the period, is a
sliding-scale royalty with variable royalty rategs based on the average London PM gold pricénéopériod. These variable steps are
described in our Annual Report on Form 10-K. Fer guarter ended December 31, 2004, if the prigwlaf had averaged higher or lower by
$20 per ounce (which includes a one price stepSRG, we would have recorded an increase in rexeofuapproximately $526,000 or a
decrease in revenues of approximately $504,000.tDtlee set price steps in GSR1, the effects ofigha in the price of gold cannot be
extrapolated on a linear basis.

ITEM 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

The SEC defines the term “disclosure controls andgrures” to mean a company’s controls and otreeglures that are designed to ensure
that information required to be disclosed in theorts that it files or submits under the Securikgshange Act of 1934 (“Exchange Act”) is
recorded, processed, summarized and reported mvtithitime periods specified in the SEQules and forms. The definition further statest
disclosure controls and procedures include, withioutation, controls and procedures designed sueathat the information required to be
disclosed by a Company in the reports that it flesubmits under the Exchange Act is accumulatgidcammunicated to the Company’s
management, including its principal executive aridgipal financial officers, or persons performisignilar functions, as appropriate, to allow
timely decisions regarding required disclosure. €hief executive officer and our chief accountirfficer, based on their evaluation of our
disclosure controls and procedures as of Decenthe24, concluded that our disclosure controlsmodedures were effective for this
purpose.

Changes in Internal Controls

During the fiscal quarter ended December 31, 28@te was no change in our internal controls andgmures over financial reporting (as
defined in Rule 13a-15(f) under the Exchange Aud} has materially affected, or is reasonably yikelmaterially affect, our internal controls
over financial reporting.
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PART Il. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

Not applicable

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

On November 10, 2004, we held our 2004 Annual Nheetif Stockholders. The matters voted upon at teetimg, for shareholders of record
as of September 17, 2004 and the vote with redpesach such matter are set forth below.

1. To elect directors of Royal Gold, In

For Withheld
Pierre Gousselar 16,972,41 1,639,03:
Merritt Marcus 18,537,56 73,88¢
James W. Stucke 18,369,78 241,66¢

2. To adopt the Compa’'s 2004 Omnibus Lor-Term Incentive Plar
For. 9,382,034  Against: 94%90 Abstain: 316,857 Not Voted: 7,968,654

3. To approve the appointment of PricewaterhouseCasagethe independent public accounts of Royal Giotd for the fiscal year ending
June 30, 200¢

For. 18,535,156 Against: 40,222 Abstain: 36,072 Not Voted: 1
ITEM 5. OTHER INFORMATION
Not applicable

ITEM 6. EXHIBITS
31(a) Certification of Chairman and Chief Executive Offiqoursuant to Section 302 of the Sarb-Oxley Act of 2002
31(b) Certification of Treasurer and Chief Accounting i&éF pursuant to Section 302 of the Sarb-Oxley Act of 2002

32 Written Statements of the Chairman and Chief Exeefficer, and the Treasurer and Chief Accountftjcer
pursuant to Section 906 of the Sarbi-Oxley Act of 2002 (18 U.S.C. 135(
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SIGNATURES

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

ROYAL GOLD, INC.

Date: February 9, 20(C By: /¢ Sanley Dempsey

Stanley Dempse
Chairman and Chief Executive Offic

Date: February 9, 20(C By: /9 Sefan Wenger

Stefan Wenge
Treasurer and Chief Accounting Offic
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No Description

31(5) Certification of Chairman and Chief Executive Odfiqgoursuant to Section 302 of the Sarb-Oxley Act of 2002
31(b) Certification of Treasurer and Chief Accounting i©df pursuant to Section 302 of the Sarb-Oxley Act of 2002

32 Written Statements of the Chairman and Chief Exeewfficer, and the Treasurer and Chief Accountifficer pursuant to
Section 906 of the Sarbal-Oxley Act of 2002 (18 U.S.C. 135(






EXHIBIT 31(a)
I, Stanley Dempsey, certify that:

1. | have reviewed this quarterly report on Forn-Q of Royal Gold, Inc.

2. Based on my knowledge, this quarterly redods not contain any untrue statement of a matadtor omit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this quarterlpre

3. Based on my knowledge, the financial statémand other financial information included instiquarterly report fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in
this quarterly report

4. The registrant’s other certifying officerdahare responsible for establishing and maintgjmisclosure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

a) Designed such disclosure controls and prresdor caused such disclosure controls and proegdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this quarterly report Eitg preparec

b) Evaluated the effectiveness of the regisisatisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period cougrdhis quarterly report based
on such evaluation; ar

c) Disclosed in this quarterly report any cheamgthe registrant’s internal controls over finahceporting that occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ameport) that has materially
affected, or is reasonably likely to materiallyesftf, the registra’s internal controls over financial reporting; ¢

5. The registrant’s other certifying officerdahhave disclosed, based on our most recent ei@uaf internal controls over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(@spersons performing the
equivalent functions)

a) All significant deficiencies and materialakaesses in the design or operation of internairotsnover financial reporting which
are reasonably likely to adversely affect the regie’s ability to record, process, summarize and refpmahcial information; ani

b) Any fraud, whether or not material, thatdtwes management or other employees who have Hisag role in the registrant’s
internal controls over financial reportir

February 9, 2005

| § Sanley Dempsey
Stanley Dempsey
Chairman and Chief Executive Officer







EXHIBIT 31(b)

I, Stefan Wenger, certify that:

1.

2.

| have reviewed this quarterly report on Forn-Q of Royal Gold, Inc.

Based on my knowledge, this quarterly redods not contain any untrue statement of a mafadaor omit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this quarterlpre

Based on my knowledge, the financial statémand other financial information included instiquarterly report fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in
this quarterly report

The registrant’s other certifying officerdahare responsible for establishing and maintgjmisclosure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

a) Designed such disclosure controls and prresdor caused such disclosure controls and proegdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this quarterly report ity prepared; an

b) Evaluated the effectiveness of the regisisatisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period cougrdhis quarterly report based
on such evaluation; ar

c) Disclosed in this quarterly report any cheamgthe registrant’s internal controls over finahceporting that occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ameport) that has materially
affected, or is reasonably likely to materiallyeaftf, the registra’s internal controls over financial reportir

The registrant’s other certifying officerdahhave disclosed, based on our most recent ev@fuaf internal controls over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(@spersons performing the
equivalent functions)

a) All significant deficiencies and materialakaesses in the design or operation of internairotsnover financial reporting which
are reasonably likely to adversely affect the regie’s ability to record, process, summarize and refpmahcial information; ani

b) Any fraud, whether or not material, thatdtwes management or other employees who have Hisag role in the registrant’s
internal controls over financial reportir

February 9, 2005

/9 Sefan Wenger

Stefan Wenger
Treasurer and Chief Accounting Officer






EXHIBIT 32

In connection with the quarterly report on FormQ®&f Royal Gold, Inc. (the “Company”) for the patiending December 31, 2004, as filed
with the Securities and Exchange Commission ord#te hereof (the “Report”), Stanley Dempsey, Chairman and Chief Executiviecef of
the Company, certify, pursuant to 18 U.S.C. 135Gdopted pursuant to Section 906 of the Sarb@mésy Act of 2002, that to the best of
knowledge:

(1) The Report fully complies with the requiremeatsSSection 13(a) or 15(d) of the Securities Exg®Act of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and results of operations of the
Company.

February 9, 2005

| § Sanley Dempsey
Stanley Dempsey
Chairman and Chief Executive Officer




EXHIBIT 32

In connection with the quarterly report on FormQ®&f Royal Gold, Inc. (the “Company”) for the patiending December 31, 2004 as filed
with the Securities and Exchange Commission ord#tte hereof (the “Report”), |, Stefan Wenger, Teeasand Chief Accounting Officer of
the Company, certify, pursuant to 18 U.S.C. 135Gdopted pursuant to Section 906 of the Sarb@mésy Act of 2002, that to the best of
knowledge:

(1) The Report fully complies with the requiremeatsSSection 13(a) or 15(d) of the Securities Exg®Act of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and results of operations of the
Company.

February 9, 2005

/sl Stefan Wenger
Stefan Wenger
Treasurer and Chief Accounting Officer




