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This document (including information incorporated herein by reference) contains “forward looking statements” within
the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934,
which involve a degree of risk and uncertainty due to various factors affecting Royal Gold, Inc. and its subsidiaries.
For a discussion of some of these factors, see the discussion in Item 1A, Risk Factors, of this report. In addition,

please see our note about forward looking statements included in Item 7, Management’s Discussion and Analysis of
Financial Condition and Results of Operations (“MD&A”), of this report.

Royal Gold does not own, develop, or mine the properties on which it holds stream or royalty interests. Certain
information provided in this Annual Report on Form 10 K, including, without limitation, all reserves, historical
production and production estimates, descriptions of properties and developments at properties included herein, has
been provided to us by the operators of those properties or is publicly available information filed by these operators
with applicable securities regulatory bodies, including the Securities and Exchange Commission. Royal Gold has not
verified, and is not in a position to verify, and expressly disclaims any responsibility for the accuracy, completeness or
fairness of, such third party information and refers the reader to the public reports filed by the operators for
information regarding those properties.

PART I

ITEM 1. BUSINESS

Overview

Royal Gold, Inc. (“Royal Gold”, the “Company”, “we”, “us”, or “our”), together with its subsidiaries, is engaged in the busine:
of acquiring and managing precious metal streams, royalties, and similar interests. We seek to acquire existing stream

and royalty interests or to finance projects that are in production or in the development stage in exchange for stream or

royalty interests.

We manage our business under two segments:

Acquisition and Management of Stream Interests—A metal stream is a purchase agreement that provides, in exchange
for an upfront deposit payment, the right to purchase all or a portion of one or more metals produced from a mine, at a
price determined for the life of the transaction by the purchase agreement. As of June 30, 2017, we owned stream
interests on four producing properties and two development stage properties. Our stream interests accounted for
approximately 71% and 66% of our total revenue for the fiscal years ended June 30, 2017 and 2016, respectively. We
expect stream interests to continue representing a significant proportion of our total revenue.

Acquisition and Management of Royalty Interests—Royalties are non operating interests in mining projects that provide
the right to revenue or metals produced from the project after deducting specified costs, if any. As of June 30, 2017,

we owned royalty interests on 35 producing properties, 18 development stage properties and 135 exploration stage
properties, of which we consider 52 to be evaluation stage projects. We use “evaluation stage” to describe exploration
stage properties that contain mineralized material and on which operators are engaged in the search for

reserves. Royalties accounted for approximately 29% and 34% of our total revenue for the fiscal years ended June 30,
2017 and 2016, respectively.

We do not conduct mining operations on the properties in which we hold stream and royalty interests, and except for
our interest in the Peak Gold, LLC joint venture (‘“Peak Gold JV”), we are not required to contribute to capital costs,
exploration costs, environmental costs or other operating costs on those properties.
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In the ordinary course of business, we engage in a continual review of opportunities to acquire existing stream and
royalty interests, to establish new streams on operating mines, to create new stream and royalty interests through the
financing of mine development or exploration, or to acquire companies that hold stream and royalty interests. We
currently, and generally at any time, have acquisition opportunities in various stages of active review, including, for
example, our engagement of consultants and advisors to analyze particular opportunities, analysis of technical,
financial and other confidential information, submission of indications of interest and term sheets, participation in
preliminary discussions and negotiations and involvement as a bidder in competitive processes.
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As discussed in further detail throughout this report, some significant developments to our business during fiscal year
2017 were as follows:

(1) Our revenue increased 23% to $440.8 million, compared to $359.8 million during fiscal year 2016;

(2) We amended the terms of our Mount Milligan stream agreement upon Centerra Gold Inc.’s (“Centerra”) acquisition
of Thompson Creek Metals Inc. (“Thompson Creek™);

(3) We acquired additional royalty interests at Cortez;

(4) We made the final commitment payments as part of our stream agreements at Rainy River and Wassa and Prestea
and have no additional funding requirements as of June 30, 2017;

(5) We expanded our revolving credit facility to $1 billion from $650 million; and

(6) We increased our calendar year dividend to $0.96 per basic share, which is paid in quarterly installments
throughout calendar year 2017. This represents a 4.3% increase compared with the dividend paid during
calendar year 2016.

Certain Definitions

Dollar or “$”: Unless we have indicated otherwise, or the context otherwise requires, references in this Annual Report
on Form 10 K to “$” or “dollar” are to the currency of the United States. We refer to Canadian dollars as C$.

Gold equivalent ounces (GEOs): GEOs are calculated as Royal Gold’s revenue divided by the average gold price for
the period.

Gross smelter return (GSR) royalty: A defined percentage of the gross revenue from a resource extraction operation,
less, if applicable, certain contract defined costs paid by or charged to the operator.

Metal stream: A purchase agreement that provides, in exchange for an upfront deposit payment, the right to purchase
all or a portion of one or more metals produced from a mine, at a price determined for the life of the transaction by the
purchase agreement.

Mineralized material: That part of a mineral system that has potential economic significance, but is not included in
the proven and probable reserve estimates until further drilling and metallurgical work is completed, and until other
economic and technical feasibility factors based on such work have been resolved.

Net revenue: Net revenue is calculated as Royal Gold’s Revenue minus Cost of sales.

Net smelter return (NSR) royalty: A defined percentage of the gross revenue from a resource extraction operation less
a proportionate share of incidental transportation, insurance, refining and smelting costs.

Net value royalty (NVR): A defined percentage of the gross revenue from a resource extraction operation less certain
contract defined costs.

Probable reserves: Ore reserves for which the quantity and grade are computed from information similar to that used
for proven reserves, but the sites for inspection, sampling and measurement are farther apart or are otherwise less
adequately spaced. The degree of assurance of probable reserves, although lower than that for proven reserves, is high
enough to assume geological continuity between points of observation.

Proven reserves: Ore reserves for which (a) the quantity is computed from dimensions revealed in outcrops, trenches,
workings or drill holes, and the grade is computed from the results of detailed sampling, and (b) the sites for
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inspection, sampling and measurement are spaced so closely and the geologic character is so well defined that the
size, shape, depth and mineral content of reserves are well established.

2
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Payable metal: Ounces or pounds of metal in concentrate after deduction of a percentage of metal in concentrate by a
third party smelter pursuant to smelting contracts.

Reserve: That part of a mineral deposit which could be economically and legally extracted or produced at the time of
the reserve determination.

Royalty: The right to receive a percentage or other denomination of mineral production from a mining operation.
Ton: A unit of weight equal to 2,000 pounds or 907.2 kilograms.

Tonne: A unit of weight equal to 2,204.6 pounds or 1,000 kilograms.

Fiscal 2017 Business Developments

Please refer to Item 7, MD&A, for discussion on recent liquidity and capital resource developments.

Mount Milligan Stream Amendment

On October 20, 2016, Centerra and Thompson Creek completed the Plan of Arrangement (the “Arrangement’)
previously announced on July 5, 2016, pursuant to which Centerra acquired all of the issued and outstanding common
shares of Thompson Creek. RGLD Gold AG’s (“RGLD Gold”) streaming interest at Mount Milligan was amended (the
“amendment”) concurrently with the closing of the Arrangement.

Under the terms of the amendment, RGLD Gold’s 52.25% gold stream at Mount Milligan was amended to a 35% gold
stream and an 18.75% copper stream. RGLD Gold will continue to pay the lesser of $435 per ounce of gold delivered
or the prevailing market price when purchased and will pay 15% of the spot price per metric tonne of copper
delivered.

Mount Milligan gold in concentrate that was in transit prior to October 20, 2016 was delivered to RGLD Gold under
the previous 52.25% gold stream. Under the terms of both the original and amended agreements, there is a maximum
of five months between concentrate shipment and final settlement. Accordingly, RGLD Gold began receiving gold
and copper deliveries reflecting the amended stream agreement in April 2017.

In connection with the amendment, RGLD Gold’s first ranking security over 52.25% of gold produced from the Mount
Milligan assets was amended to provide for first ranking security over 35% of produced gold and 18.75% of produced
copper. RGLD Gold’s other existing security over the Mount Milligan assets remains unaffected.
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Acquisition of Additional Royalty Interests at Cortez

On September 19, 2016, Royal Gold, through its wholly-owned subsidiary, Denver Mining Finance Company, Inc.,
acquired a 3.75% NVR covering a significant area of Barrick Gold Corporation’s (“Barrick™) Cortez mine, including the
Crossroads deposit, from a private party seller for total consideration of $70 million. With this acquisition, Royal
Gold’s interests at Cortez Crossroads now comprise a 4.52% NVR and a 5% sliding-scale GSR royalty at current gold
prices. Royal Gold’s interests on production from the Pipeline and South Pipeline deposits as well as portions of the
Gap deposit now comprise a 4.91% NVR and a 5.71% GSR royalty at current gold prices.

As of December 31, 2016, proven and probable reserves subject to Royal Gold’s interests at Cortez were estimated at
3.6 million ounces of gold, including approximately 2.7 million gold ounces at Crossroads. Waste stripping at
Crossroads is underway and production is expected to begin in calendar 2018.

3
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Our Operational Information
Reportable Segments, Geographical and Financial Information
The Company manages its business under two reportable segments, consisting of the acquisition and management of

stream interests and the acquisition and management of royalty interests. Royal Gold’s long lived assets (stream and
royalty interests, net) are geographically distributed as shown in the following table:

As of June 30, 2017 As of June 30, 2016
Total stream Total stream

Stream Royalty and royalty Stream Royalty and royalty

interest interest interests, net interest interest interests, net
Canada $ 852,035 $ 221,618 $ 1,073,653 $ 809,692 $ 228,566 $ 1,038,258
Dominican
Republic 543,256 — 543,256 588,502 — 588,502
Chile 348,778 453,369 802,147 369,896 453,629 823,525
Africa 123,760 572 124,332 88,596 697 89,293
Mexico — 105,889 105,889 — 118,899 118,899
United States — 168,378 168,378 — 102,385 102,385
Australia — 37,409 37,409 — 42,547 42,547
Other 12,030 25,162 37,192 12,029 32,649 44,678
Total $ 1,879,859 $ 1,012,397 $ 2,892,256 $ 1,868,715 $ 979,372 $ 2,848,087

The Company’s revenue, costs of sales and net revenue by reportable segment for our fiscal years ended June 30, 2017,
2016 and 2015 are geographically distributed as shown in the following table:

Fiscal Year Ended June 30, 2017 Fiscal Year Ended June 30, 2016

Revenue Cost of sales  Net revenue Revenue Cost of sales  Net revenue
Streams:
Canada $ 136,736 $ 45,954 $ 90,782 $ 125,755 $ 47417 $ 78,338
Dominican Republic 91,589 27,191 64,398 39,684 11,625 28,059
Chile 60,251 9,037 51,214 49,243 7,280 41,963
Africa 25,435 5,083 20,352 23,346 4,657 18,689
Total streams $ 314,011 $ 87,265 $ 226,746 $ 238,028 $ 70,979 $ 167,049
Royalties:
Mexico $ 41,945 $ — $ 41,945 $ 35,267 $ — $ 35,267
United States 35,282 — 35,282 35,483 — 35,483
Canada 23,208 — 23,208 30,676 — 30,676
Australia 12,943 — 12,943 10,462 — 10,462
Africa 3,131 — 3,131 1,868 — 1,868
Chile 1,648 — 1,648 84 — 84
Other 8,646 — 8,646 7,922 — 7,922
Total royalties $ 126,803 $ — $ 126,803 $ 121,762 $ — $ 121,762

11
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$ 440,814

$ 87,265

$ 353,549

$ 359,790

$ 70,979

$ 288,811
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Streams:

Canada

Chile

Dominican Republic
Africa

Total streams
Royalties:

United States
Mexico

Canada

Australia

Africa

Chile

Other

Total royalties
Total streams and
royalties
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Fiscal Year Ended June 30, 2016

Revenue

$ 125,755
49,243
39,684
23,346

$ 238,028

$ 35,483
35,267
30,676
10,462
1,868
84
7,922

$ 121,762

$ 359,790

Cost of sales

$

$

$ 70,979

Net revenue

47,417
7,280
11,625
4,657
70,979

$ 78,338
41,963
28,059
18,689

$ 167,049

— $ 35,483
— 35,267
— 30,676
— 10,462
— 1,868
— 84

— 7,922
— $ 121,762

$ 288,811

Fiscal Year Ended June 30, 2015

Revenue

$ 94,104

$ 94,104

$ 42,675
43,008
37,496
8,494
3,075
39,508
9,659

$ 183,915

$ 278,019

Cost of sales

$ 33,450

$ 33,450

$ 33,450

Net revenue

$ 60,654

$ 60,654

$ 42,675
43,008
37,496
8,494
3,075
39,508
9,659

$ 183,915

$ 244,569

Please see “Operations in foreign jurisdictions or other sovereign jurisdictions are subject to many risks, which could
decrease our revenues,” under Part I, Item 1A, Risk Factors, of this report for a description of the risks attendant to

foreign operations.

Our financial results are primarily tied to the price of gold and, to a lesser extent, the price of silver and copper,
together with the amounts of production from our producing stage stream and royalty interests. During the fiscal year
ended June 30, 2017, Royal Gold derived approximately 93% of its revenue from precious metals (including 85%
from gold and 8% from silver), 5% from copper and 2% from other minerals. The price of gold, silver, copper and
other metals have fluctuated widely in recent years. The marketability and the price of metals are influenced by
numerous factors beyond the control of the Company and significant declines in the price of gold, silver or copper

could have a material and adverse effect on the Company’s results of operations and financial condition.

Competition

The mining industry in general and streaming and royalty segments in particular are competitive. We compete with
other streaming and royalty companies, mine operators, and financial buyers in efforts to acquire existing royalty
interests, and with the lenders, investors, and streaming and royalty companies providing financing to operators of
mineral properties in our efforts to create new streaming and royalty interests. Our competitors in the lending and
mining business may be larger than we are and may have greater resources and access to capital than we have. Key
competitive factors in the stream and royalty acquisition and financing business include the ability to identify and
evaluate potential opportunities, transaction structure and consideration, and access to capital.

Regulation

13
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Operators of the mines that are subject to our stream and royalty interests must comply with numerous environmental,
mine safety, land use, waste disposal, remediation and public health laws and regulations promulgated by federal,
state, provincial and local governments in the United States, Canada, Chile, Ghana, Mexico, the Dominican Republic
and other countries where we hold interests. Although we are not responsible as a stream or royalty interest owner for
ensuring compliance with these laws and regulations, failure by the operators of the mines on which we have stream
and royalty interests to comply with applicable laws, regulations and permits can result in injunctive action, orders to
suspend or cease operations, damages and civil and criminal penalties on the operators.

5

14



Edgar Filing: ROYAL GOLD INC - Form 10-K

Table of Contents

Corporate Information

We were incorporated under the laws of the State of Delaware on January 5, 1981. Our executive offices are located at
1660 Wynkoop Street, Suite 1000, Denver, Colorado 80202. Our telephone number is (303) 573 1660.

Available Information

Royal Gold maintains a website at www.royalgold.com. Royal Gold makes available, free of charge, through the
Investor Relations section of its website, its Annual Reports on Form 10 K, Quarterly Reports on Form 10 Q, Current
Reports on Form 8 K, and all amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the
Exchange Act, as soon as reasonably practicable after such material is electronically filed with, or furnished to, the
Securities and Exchange Commission (“SEC”). Our SEC filings are available from the SEC’s website at www.sec.gov
which contains reports, proxy and information statements and other information regarding issuers that file
electronically. These reports, proxy statements and other information may also be inspected and copied at the SEC’s
Public Reference Room at 100 F Street, NE, Washington, D.C. 20549. Please call the SEC at 1 800 SEC 0330 for
further information on the operation of the Public Reference Room. The charters of Royal Gold’s key committees of
the Board of Directors and Royal Gold’s Code of Business Conduct and Ethics are also available on the Company’s
website. Any of the foregoing information is available in print to any stockholder who requests it by contacting our
Investor Relations Department at (303) 573 1660. The information on the Company’s website is not, and shall not be
deemed to be, a part hereof or incorporated into this or any of our other filings with the SEC.

Company Personnel

We currently have 23 employees, 17 located in Denver, Colorado and the remainder located in our Zug, Switzerland,
Vancouver, Canada, and Toronto, Canada offices. Our employees are not subject to a labor contract or a collective
bargaining agreement. We consider our employee relations to be good.

We also retain independent contractors to provide consulting services, relating primarily to geologic and geophysical
interpretations and also relating to such metallurgical, engineering, environmental, and other technical matters as may
be deemed useful in the operation of our business.

ITEM 1A. RISK FACTORS

You should carefully consider the risks described below before making an investment decision. Our business,
financial condition, results of operations, and cash flows could be materially adversely affected by any of these risks.
The market or trading price of our securities could decline due to any of these risks. In addition, please see our note
about forward-looking statements included in Part II, Item 7, MD&A of this Annual Report on Form 10-K. Please
note that additional risks not presently known to us or that we currently deem immaterial may also impair our business
and operations.

Risks Related to our Business
Volatility in gold, silver, copper, nickel and other metal prices may have an adverse impact on the value of our stream

and royalty interests and may reduce our revenues. Certain contracts governing our stream and royalty interests have
features that may amplify the negative effects of a drop in metals prices.

15
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The profitability of our stream and royalty interests is directly related to the market price of gold, silver, copper, nickel
and other metals. Our revenue is particularly sensitive to changes in the price of gold, as we derive a majority of our
revenue from gold stream and royalty interests. Market prices may fluctuate widely and are affected by numerous
factors beyond the control of Royal Gold or any mining company, including metal supply, industrial and jewelry
fabrication, investment demand, central banking economic policy, expectations with respect to the rate of inflation, the
relative strength of the dollar and other currencies, interest rates, gold purchases, sales and loans by central banks,
forward sales by metal producers, global or regional political, economic or banking conditions, and a number of other
factors.

6
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Volatility in gold, silver, copper and nickel prices is demonstrated by the annual high and low prices for those metals
as reported by, in the case of gold and silver, the London Bullion Market Association, and in the case of copper and
nickel, the London Metal Exchange, over the past decade:

Gold Silver Copper Nickel

($/ounce) ($/ounce) ($/pound) ($/pound)
Calendar Year High Low High Low High Low High Low
2007 - 2008 $ 1,011 $ 608 $ 20.92 $ 8.88 $ 4.08 $ 1.26 $ 23.41 $ 4.00
2009 - 2010 $ 1,421 $ 810 $ 30.70 $ 10.51 $ 4.42 $ 1.38 $ 12.52 $ 4.27
2011 -2012 $ 1,895 $ 1,319 $ 48.70 $ 26.16 $ 4.60 $ 3.08 $ 13.17 $ 6.89
2013 -2014 $ 1,694 $ 1,142 $ 32.23 $ 15.28 $ 3.74 $ 2.86 $ 9.62 $ 5.97
2015 $ 1,292 $ 1,049 $ 18.23 $ 13.71 $ 2.92 $ 2.05 $ 7.01 $ 3.70
2016 $ 1,366 $ 1,077 $ 20.71 $ 13.58 $ 2.69 $ 1.96 $ 5.32 $ 3.50

2017 to-date

(August 1, 2017) $ 1,294 $ 1,151 $ 18.56 $ 15.95 $ 2.93 $ 2.48 $ 5.01 $ 3.95
Declines in market prices for gold, silver, copper, nickel and certain other metals such as those experienced during our
fiscal year 2016 and first half of fiscal 2017, decreased our revenues. Declines in market prices could cause an
operator to reduce, suspend or terminate production from an operating project or construction work at a development
project, which may result in a temporary or permanent reduction or cessation of revenue from those projects, and we
might not be able to recover the initial investment in our stream and royalty interests. Our streaming agreements
provide us the right to purchase metals either at a fixed price per ounce or a specified percentage of the spot price. Our
margin between the price at which we can purchase metals pursuant to streaming agreements and the price at which
we sell metals in the market will vary as metal prices vary; in the event of metal price declines, we would generate
lower cash flow or earnings, or possibly losses. Further, our sliding scale royalties, such as Cortez, Holt, Mulatos and
other properties, amplify the effect of declines in market prices for metals because when these prices fall below certain
thresholds in a sliding scale royalty, a lower royalty rate will apply. A price decline may result in a material and
adverse effect on our business, results of operations and financial condition.

Price fluctuations between the time that decisions about development and construction of a mine are made and the
commencement of production can have a material adverse effect on the economics of a mine and can eliminate or
have a material adverse impact on the value of stream and royalty interests on the property.

Where gold and silver are produced as co-product or by product metals at the properties where we hold stream and
royalty interests, such as at Mount Milligan and Andacollo, respectively, an operator’s production decisions and the
economic cut off applied to its reporting of gold and silver reserves and resources may be influenced by changes in the
commodity prices of the principal metals produced at the mines.

Moreover, certain agreements governing our royalty interests, such as those relating to our royalty interests in the
Robinson, Pefiasquito and Voisey’s Bay properties, are based on the operator’s concentrate sales to smelters, which
include price adjustments between the operator and the smelter based on metals prices at a later date, typically three to
five months after shipment to the smelter. In such cases, our payments from the operator include a component of these
later price adjustments, which can result in decreased revenue in later periods if metals prices have fallen.

We own passive interests in mining properties, and it is difficult or impossible for us to ensure properties are
developed or operated in our best interest.

17
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All of our current revenue is derived from stream and royalty interests on properties operated by third parties. The
holder of a stream or royalty interest typically has no authority regarding the development or operation of a mineral
property. Therefore, we typically are not in control of decisions regarding development or operation of any of the
properties on which we hold a stream or royalty interest, and we have limited legal rights to influence those decisions.

Our strategy of acquiring and holding stream and royalty interests on properties operated by third parties puts us
generally at risk to the decisions of others regarding all operating matters, including permitting, feasibility analysis,
mine design and operation, processing, plant and equipment matters and temporary or permanent suspension of
operations, among others.

7
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As a result, our revenue is dependent upon the activities of third parties, which creates the risk that at any time those
third parties may: (i) have business interests that are inconsistent with ours, (ii) take action contrary to our interests,
policies or objectives, or (iii) be unable or unwilling to fulfill their obligations under their agreements with us. At any
time, any of the operators of our mining properties may decide to suspend or discontinue operations. Except in limited
circumstances, we will not be entitled to material compensation if operations are shut down, suspended or
discontinued on a temporary or permanent basis. Although we attempt to secure contractual rights when we create
new stream or royalty interests, such as audit or access rights, that will permit us to protect our interests to a degree,
there can be no assurance that such rights will always be available or sufficient, or that our efforts will be successful in
achieving timely or favorable results or in affecting the operation of the properties in which we have a stream or
royalty interest in ways that would be beneficial to our stockholders.

Our revenues are subject to operational and other risks faced by operators of our mining properties.

Although we generally are not required to pay capital costs (except for transactions where we finance mine
development or actively fund or participate in exploration) on projects on which we hold stream or royalty interests,
our financial results are indirectly subject to hazards and risks normally associated with developing and operating
mining properties where we hold stream and royalty interests. Some of these risks include:

einsufficient ore reserves;

eincreases in production or capital costs incurred by operators or third parties that may impact the amount of reserves
available to be mined, cause an operator to delay or curtail mining development and operations, or render mining of
ore uneconomical and cause an operator to close operations;

edeclines in the price of gold, silver, copper, nickel and other metals;

*mine operating and ore processing facility problems;

seconomic downturns and operators’ insufficient financing;

edefault by an operator on its obligations to us or its creditors;

einsolvency, bankruptcy or other financial difficulty of the operator;

esignificant permitting, environmental and other regulatory requirements and restrictions and any changes in those
regulations or their enforcement;

echallenges by non mining interests to existing permits and mining rights, and to applications for permits and mining
rights;

eopposition by local communities, indigenous populations and non governmental organizations;
ecommunity or civil unrest;
elabor shortage of miners, geologists and mining experts, changes in labor laws, increased labor costs, and labor

disputes, strikes or work stoppages at mines;
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eunavailability of mining, drilling and related equipment;
eunanticipated geological conditions or metallurgical characteristics;
eunanticipated ground or water conditions;
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epit wall or tailings dam failures or any underground stability issues;
ofires, explosions and other industrial accidents;

eenvironmental hazards and natural catastrophes such as floods, earthquakes or inclement or hazardous weather
conditions;

*injury to persons, property or the environment;
othe ability of operators to maintain or increase production or to replace reserves as properties are mined;

epotential increased operating costs arising from climate change initiatives and their impact on energy and other costs
in the U.S. and foreign jurisdictions;

euncertain domestic and foreign political and economic environments; and
echanges in laws or regulations, including changes implemented by new political administrations.

The occurrence of any of the above mentioned risks or hazards, among others, could result in an interruption,
suspension or termination of operations or development work at any of the properties in which we hold a stream or
royalty interest and have a material adverse effect on our business, results of operations, cash flows and financial
condition.

Many of our stream and royalty interests are important to us and any adverse development related to these properties
could adversely affect our revenues and financial condition.

Our investments in the Mount Milligan, Andacollo, Pueblo Viejo, Wassa and Prestea and Pefiasquito properties
generated approximately $340.7 million in revenue in fiscal year 2017, or nearly 77% of our revenue for the period.
We expect these properties and others to be important to us in fiscal year 2018 and beyond. Any adverse development
affecting the operation of or production from any of these properties could have a material adverse effect on our
results of operations, cash flows and financial condition. Any adverse decision made by the operators, such as changes
to mine plans, production schedules, metallurgical processes or royalty calculation methodologies, may materially and
adversely impact the timing and amount of revenue that we receive.

Problems concerning the existence, validity, enforceability, terms or geographic extent of our stream and royalty
interests could adversely affect our business and revenues, and our interests may similarly be materially and adversely
impacted by change of control, bankruptcy or the insolvency of operators.

Defects in or disputes relating to the stream and royalty interests we hold or acquire may prevent us from realizing the
anticipated benefits from these interests, and could have a material adverse effect on our business, results of
operations, cash flows and financial condition. Material changes could also occur that may adversely affect
management’s estimate of the carrying value of our stream and royalty interests and could result in impairment
charges. While we seek to confirm the existence, validity, enforceability, terms and geographic extent of the stream
and royalty interests we acquire, there can be no assurance that disputes or other problems concerning these and other
matters or other problems will not arise. Confirming these matters is complex and is subject to the application of the
laws of each jurisdiction to the particular circumstances of each parcel of mining property and to the documents
reflecting the stream or royalty interest. Similarly, stream and royalty interests in many jurisdictions are contractual in
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nature, rather than interests in land, and therefore may be subject to change of control, bankruptcy or insolvency of
operators, and our stream or royalty interests could be materially restricted or set aside through judicial or
administrative proceedings. We often do not have the protection of security interests that could help us recover all or
part of our investment in a stream or royalty interest.

9

22



Edgar Filing: ROYAL GOLD INC - Form 10-K

Table of Contents

We have limited access to data and disclosure regarding the operation of the properties on which we have stream and
royalty interests, which may limit our ability to assess the performance of a stream or royalty interest.

Although certain agreements governing our stream and royalty interests require the operators to provide us the right to
receive production, operating and other information, we do not have the contractual right to receive such information
for all of our interests. As a result, we may have limited access to data about the operations and the properties
themselves, which could affect our ability to assess the performance of a stream or royalty interest. This could result
in delays in, or reductions of, our cash flow from the amounts that we anticipate based on the stage of development of
or production from the properties which could have an adverse impact on our results of operations and financial
condition.

Acquired stream and royalty interests, particularly on development stage properties, are subject to the risk that they
may not produce anticipated revenues.

The stream and royalty interests we acquire may not produce anticipated revenues. The success of our acquisitions of
stream and royalty interests is based on our ability to make accurate assumptions regarding the valuation, timing and
amount of revenues to be derived from our stream and royalty interests and, for development projects, the geological,
metallurgical and other technical aspects of the project as well as the costs, timing and conduct of development. If an
operator does not bring a property into production and operate in accordance with feasibility studies, technical or
reserve reports or other plans due to lack of capital, inexperience, unexpected problems, delays, or otherwise, then the
acquired stream or royalty interest may not yield sufficient revenues to be profitable for us. Furthermore, operators of
development stage properties must obtain and maintain all necessary environmental permits and access to water,
power and other raw materials, as well as financing, necessary to begin or sustain production, and there can be no
assurance that operators will be able to do so.

The failure of any of our principal properties to produce anticipated revenues on schedule or at all would have a
material adverse effect on our asset carrying values and potentially our business, results of operations, financial
condition or the other benefits we expect to realize from the acquisition of stream and royalty interests. For example,
we experienced a write down of $75.7 million for the Phoenix Gold mining project in the third quarter of fiscal 2016
after examining updated technical reports prepared by Rubicon, the operator of the mining project.

Further, as mines on which we have stream and royalty interests mature, we can expect overall declines in production
unless operators are able to replace reserves that are mined through mine expansion or successful new exploration.
There can be no assurance that the operators of properties where we hold stream and royalty interests will be able to
maintain or increase production or replace reserves as they are mined.

Operators may interpret our stream and royalty interests in a manner adverse to us or otherwise may not abide by their
contractual obligations, and we could be forced to take legal action to enforce our contractual rights.

Our stream and royalty interests generally are subject to uncertainties and complexities arising from the application of
contract and property laws in the jurisdictions where the mining projects are located. Operators and other parties to the
agreements governing our stream and royalty interests may interpret our interests in a manner adverse to us or
otherwise may not abide by their contractual obligations, and we could be forced to take legal action to enforce our
contractual rights. We may or may not be successful in enforcing our contractual rights, and our revenues relating to
any challenged stream or royalty interests may be delayed, curtailed or eliminated during the pendency of any such
dispute or in the event our position is not upheld, which could have a material adverse effect on our business, results
of operations, cash flows and financial condition. Disputes could arise challenging, among other things, methods for
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calculating the stream or royalty interest, various rights of the operator or third parties in or to the stream or royalty
interest or the underlying property, the obligations of a current or former operator to make payments on stream and
royalty interests, and various defects or ambiguities in the agreement governing a stream and royalty interest.

For example, in December 2014, the Labrador Nickel Royalty Limited Partnership (“LNRLP”), of which the Company
is the indirect majority owner, amended its October 2009 statement of claim against Vale and certain subsidiaries of
Vale. LNRLP alleges that Vale has been calculating LNRLP’s 3% NSR royalty on nickel, copper and cobalt produced
from the Voisey’s Bay mine incorrectly since production began in late 2005 and that Vale has breached its contractual
duties of
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good faith and honest performance. One of the claims asserted by LNRLP relates to Vale’s calculation of the royalty
since Vale began processing nickel concentrates from Voisey’s Bay at its new Long Harbour hydrometallurgical plant.
Vale currently deducts full Long Harbour operating costs, depreciation and cost of capital from actual proceeds when
calculating the net smelter return royalty, which has had the effect of reducing or eliminating royalty payments to
LNRLP. Royal Gold strongly disagrees with Vale’s position that full operating costs, depreciation and cost of capital
are permissible net smelter return deductions pursuant to the royalty agreement and is aggressively pursuing its legal
remedies. For fiscal 2015, the Voisey’s Bay royalty comprised 6% of our revenue. We did not recognize any revenue
from Vale for the fourth quarter of fiscal 2016, and the Voisey’s Bay royalty contributed only 3% of our total revenue
for fiscal 2016. LNRLP recognized no revenue from Vale during fiscal 2017.

Potential litigation affecting the properties that we have stream and royalty interests in could have a material adverse
effect on us.

Potential litigation may arise between the operators of properties on which we have stream and royalty interests and
third parties. For example, Barrick’s Pascua Lama mining project has been the subject of litigation by local farmers and
indigenous communities alleging that the project’s water management system is not in compliance with environmental
permits and that the project has damaged glaciers located in the Pascua Lama project area. As a holder of stream and
royalty interests, we generally will not have any influence on litigation such as this and generally will not have access

to non public information concerning such litigation. Any such litigation that results in the reduction, suspension or
termination of a project or production from a property, whether temporary or permanent, could have a material

adverse effect on our business, results of operations, cash flows and financial condition.

We may enter into acquisitions or other material transactions at any time.

In the ordinary course of business, we engage in a continual review of opportunities to acquire existing stream and
royalty interests, to establish new streams and royalties on operating mines, to create new stream and royalty interests
through financing mine development or exploration, or to acquire companies that hold stream and royalty interests.
We currently, and generally at any time, have acquisition opportunities in various stages of active review, including,
for example, our engagement of consultants and advisors to analyze particular opportunities, analysis of technical,
financial, legal and other confidential information, submission of indications of interest and term sheets, participation
in preliminary discussions and negotiations and involvement as a bidder in competitive processes. We also consider
obtaining debt commitments for acquisition financing. In the event that we choose to raise debt capital to finance any
acquisition, our leverage may be increased. We also could issue common stock to fund our acquisitions. Issuances of
common stock could dilute existing stockholders and may reduce some or all of our per share financial measures.

Any such acquisition could be material to us. All transactions include risks associated with our ability to negotiate
acceptable terms with counter-parties and financiers. In addition, any such acquisition or other transaction may have
other transaction specific risks associated with it, including risks related to the completion of the transaction, the
project, its operators, or the jurisdictions in which the project is located and other risks discussed in this Annual
Report on Form 10-K. There can be no assurance that any acquisitions completed will ultimately benefit the
Company.

In addition, we may consider opportunities to restructure our stream or royalty interests where we believe such
restructuring would provide a long term benefit to the Company, though such restructuring may reduce near term
revenues or result in the incurrence of transaction related costs. We could enter into one or more acquisition or
restructuring transactions at any time.
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We may be unable to successfully acquire additional stream or royalty interests at appropriate valuations.

Our future success largely depends upon our ability to acquire stream and royalty interests at appropriate valuations,
including through royalty, stream and corporate acquisitions and other financing transactions. Most of our revenues
are derived from stream and royalty interests that we acquire or finance. There can be no assurance that we will be
able to identify and complete the acquisition of such stream and royalty interests or businesses that own desirable
interests, at reasonable prices or on favorable terms, or, if necessary, that we will have or be able to obtain sufficient
financing on reasonable terms to complete such acquisitions. Economic volatility, credit crises, or severe declines in
market prices for
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gold, silver, copper, nickel and certain other metals, could adversely affect our ability to obtain debt or equity
financing for acquisitions. In addition, changes to tax rules, accounting policies, or the treatment of stream interests by
ratings agencies could make royalties, streams or other investments by the Company less attractive to counterparties.
Such changes could adversely affect our ability to acquire new stream or royalty interests.

We also have competitors that are engaged in the acquisition of stream and royalty interests and companies holding
such interests, including competitors with greater financial resources, and we may not be able to compete successfully
against these companies in new acquisitions. If we are unable to successfully acquire additional stream or royalty
interests, the reserves subject to our stream and royalty interests may decline as the producing properties on which we
have such stream and royalty interests are mined or payment or production caps on certain of our royalty interests are
met. We also may experience negative reactions from the financial markets or operators of properties on which we
seek stream and royalty interests if we are unable to successfully complete acquisitions of such interests or complete
them at satisfactory rates of return. Each of these factors could have a material adverse effect on our business, results
of operations, cash flows and financial condition.

We depend on our operators for the calculation of payments of our stream and royalty interests. We may not be able to
detect errors and later payment calculations may call for retroactive adjustments.

The deliveries and payments under our stream and royalty interests are calculated by the operators of the properties on
which we have stream and royalty interests based on their reported production. Each operator’s calculation of
deliveries and payments is subject to and dependent upon the adequacy and accuracy of its production and accounting
functions, and, given the complex nature of mining and ownership of mining interests, errors may occur from time to
time in the allocation of production and the various other calculations made by an operator. Any of these errors may
render such calculations inaccurate. Certain agreements governing our stream and royalty interests require the
operators to provide us with production and operating information that may, depending on the completeness and
accuracy of such information, enable us to detect errors in deliveries under metal streams and in the calculation of
payments of royalties. We do not, however, have the contractual right to receive production information for all of our
royalty interests. As a result, our ability to detect payment errors through our stream and royalty monitoring program
and its associated internal controls and procedures is limited, and the possibility exists that we will need to make
retroactive revenue adjustments. Some contracts governing our stream and royalty interests provide us the right to
audit the operational calculations and production data for the associated stream deliveries and royalty payments;
however, such audits may occur many months following our recognition of the revenue and we may be required to
adjust our revenue in later periods, which could require us to restate our financial statements.

Development and operation of mines is very capital intensive and any inability of the operators of properties where we
hold stream and royalty interests to meet liquidity needs, obtain financing or operate profitably could have material
adverse effects on the value of and revenue from our stream and royalty interests.

If operators of properties where we hold stream and royalty interests do not have the financial strength or sufficient
credit or other financing capability to cover the costs of developing or operating a mine, the operator may curtail,
delay or cease development or operations at a mine site, or enter into bankruptcy proceedings. An operator’s ability to
raise and service sufficient capital may be affected by, among other things, macroeconomic conditions, future
commodity prices of metals to be mined, or further economic volatility in the U.S. and global financial markets as has
been experienced in recent years. If certain of the operators of the properties on which we have stream and royalty
interests suffer these material adverse effects, then our interests, including the value of and revenue from them, and
the ability of operators to obtain debt or equity financing for the exploration, development and operation of their
properties may be materially adversely affected.
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Certain of the agreements governing our stream and royalty interests contain terms that reduce or cap the revenues
generated from the interests.

Revenue from some of our stream and royalty interests will stop or decrease after threshold production, delivery or
payment milestones are achieved. For example, our gold stream at Pueblo Viejo decreases from 7.5% of Barrick’s
interest in gold produced at Pueblo Viejo to 3.75% after 990,000 ounces of gold have been delivered. Similarly, our

silver stream at Pueblo Viejo decreases from 75% of Barrick’s interest in silver produced at Pueblo Viejo to 37.50%

after 50.00 million

12

28



Edgar Filing: ROYAL GOLD INC - Form 10-K

Table of Contents

ounces of silver have been delivered. Our streams at Wassa and Prestea, Andacollo, Rainy River and other properties
are subject to similar limitations, and therefore current production and revenue results from our interests may not be
indicative of future results.

Estimates of reserves and mineralization by the operators of mines in which we have stream and royalty interests are
subject to significant revision.

There are numerous uncertainties inherent in estimating proven and probable reserves and mineralization, including
many factors beyond our control and the control of the operators of properties in which we have stream and royalty
interests. Reserve estimates for our stream and royalty interests are prepared by the operators of the mining properties.
We do not participate in the preparation or verification of such reports and have not independently assessed or verified
the accuracy of such information.

The estimation of reserves and of other mineralized material is a subjective process, and the accuracy of any such
estimates is a function of the quality of available data and of engineering and geological interpretation and judgment.
Results of drilling, metallurgical testing and production, and the evaluation of mine plans subsequent to the date of
any estimate, may cause a revision of such estimates. The volume and grade of reserves recovered and rates of
production may be less than anticipated. Assumptions about gold and other precious metal prices are subject to great
uncertainty, and such prices have fluctuated widely in the past. Declines in the market price of gold, silver, copper,
nickel or other metals also may render reserves or mineralized material containing relatively lower ore grades
uneconomical to exploit. Changes in operating costs and other factors including short term operating factors, the
processing of new or different ore grades, geotechnical characteristics and metallurgical recovery, may materially and
adversely affect reserves.

Mineral resources as reported by some operators do not constitute mineral reserves and do not have demonstrated
economic viability. Due to the uncertainty of mineral resources, there can be no assurance that such resources will be
upgraded to proven and probable mineral reserves as a result of continued exploration. It should not be assumed that
any part or all of mineral resources on properties where we hold stream and royalty interests constitute or will be
converted into mineral reserves.

Estimates of production by the operators of mines in which we have stream and royalty interests are subject to change,
and actual production may vary materially from such estimates.

Production estimates are prepared by the operators of mining properties. There are numerous uncertainties inherent in
estimating anticipated production attributable to our stream and royalty interests, including many factors beyond our
control and the control of the operators of the properties in which we have stream and royalty interests. We do not
participate in the preparation or verification of production estimates and have not independently assessed or verified
the accuracy of such information. The estimation of anticipated production is a subjective process and the accuracy of
any such estimates is a function of the quality of available data, reliability of production history, variability in grade
encountered, mechanical or other problems encountered, engineering and geological interpretation and operator
judgment. Rates of production may be less than expected. Results of drilling, metallurgical testing and production,
changes in commodity prices, and the evaluation of mine plans subsequent to the date of any estimate may cause
actual production to vary materially from such estimates.

If title to mining claims, concessions, licenses or leases from governments on mine properties is not properly

maintained by the operators, or is successfully challenged by third parties, our stream and royalty interests could be
found to be invalid.
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Our business includes the risk that operators of mining projects and holders of mining claims, tenements, concessions,
mining licenses or other interests in land and mining rights may lose their exploration or mining rights, or have their
rights to mining properties contested by private parties or the government. Internationally, mining tenures are subject
to loss for many reasons, including expiration, failure of the holder to meet specific legal qualifications, failure to pay
maintenance fees or meet expenditure or work requirements, reduction in geographic extent upon passage of time or
upon conversion from an exploration tenure to a mining tenure, failure of title and similar risks. If title to mining
claims or other mining
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tenures subject to our stream and royalty interests have not been properly established or not properly maintained, or
are successfully contested, our stream and royalty interests could be adversely affected.

Operations in foreign countries or other sovereign jurisdictions are subject to many risks, which could decrease our
revenues.

We derived approximately 92% of our revenues from foreign sources during fiscal year 2017, compared to
approximately 90% in fiscal year 2016 and approximately 85% in fiscal year 2015. Our principal producing stream
and royalty interests on properties outside of the United States are located in Canada, Chile, the Dominican Republic,
Ghana and Mexico. We currently have stream and royalty interests in mines and projects in other countries, including
Argentina, Australia, Bolivia, Brazil, Burkina Faso, Guatemala, Honduras, Macedonia, Nicaragua, Peru, Russia, Spain
and Tunisia. Various indigenous peoples may be recognized as sovereign jurisdictions and may enforce their own
laws and regulations within the United States, Canada and other countries. In addition, future acquisitions may expose
us to new jurisdictions. Our foreign activities are subject to the risks normally associated with conducting business in
foreign countries. These risks include, depending on the country, such things as:

eexpropriation or nationalization of mining property in foreign countries;

eseizure of mineral production;

sexchange and currency controls and fluctuations;

elimitations on foreign exchange and repatriation of earnings;

eincreased foreign taxation or imposition of new or increased mining royalty interests;

erestrictions on mineral production and price controls;

*import and export regulations, including restrictions on the export of gold, silver, copper, nickel or other metals;
echanges in legislation and government policies, including changes related to taxation, royalty interests, imports,
exports, duties, currency, foreign ownership, foreign trade, foreign investment and changes in response to U.S. laws or
foreign policies;

echanges in economic, trade, diplomatic and other relationships between countries, and the effect on global and
economic conditions, the stability of global financial markets, and the ability of key market participants to operate in
certain financial markets;

*high rates of inflation;

elabor practices and disputes;

eenforcement of unfamiliar or uncertain foreign real estate, mineral tenure, contract, water use, mine safety and
environmental laws and policies;

echallenges to mining, processing and related permits and licenses, or to applications for permits and licenses, by or on
behalf of regulatory authorities, indigenous populations, non governmental organizations or other third parties;
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erenegotiation, nullification or forced modification of existing contracts, licenses, permits, approvals, concessions or
the like;

14

32



Edgar Filing: ROYAL GOLD INC - Form 10-K

Table of Contents

ewar, crime, terrorism, sabotage, civil unrest and uncertain political and economic environments;
ecorruption;

sexposure to liabilities under anti corruption and anti money laundering laws, including the U.S. Foreign Corrupt
Practices Act and similar laws and regulations in other jurisdictions to which we, but not necessarily our competitors,
may be subject;

esuspension of the enforcement of creditors’ rights and stockholders’ rights; and

*Joss of access to government controlled infrastructure, such as roads, bridges, rails, ports, power sources and water
supply.

In addition, many of our operators are organized outside of the United States. Our stream and royalty interests may be
subject to the application of foreign laws to our operators, and their stockholders, including laws relating to foreign
ownership structures, corporate transactions, creditors’ rights, bankruptcy and liquidation. Foreign operations also
could be adversely impacted by laws and policies of the United States affecting foreign trade, investment and taxation.

These risks may limit or disrupt operating mines or projects on which we hold stream and royalty interests, restrict the
movement of funds, or result in the deprivation of contract rights or the taking of property by nationalization or
expropriation without fair compensation, and could have a material adverse effect on our business, results of
operations, cash flows and financial condition.

Opposition from indigenous people may delay or suspend development or operations at the properties where we hold
stream and royalty interests, which could decrease our revenues.

Various international and national, state and provincial laws, rules, regulations and other practices relate to the rights
of indigenous peoples. Some of the properties where we hold stream and royalty interests are located in areas
presently or previously inhabited or used by indigenous peoples. Many of these laws impose obligations on
governments to respect the rights of indigenous people. Some mandate that governments consult with indigenous
people regarding government actions which may affect indigenous people, including actions to approve or grant
mining rights or permits. One or more groups of indigenous people may oppose continued operation, further
development, or new development of the properties where we hold stream and royalty interests. Such opposition may
be directed through legal or administrative proceedings or protests, roadblocks or other forms of public expression,
and claims and protests of indigenous peoples may disrupt or 