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Management’s Discussion
and Analysis
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This management’s discussion and analysis (“MD&A”) for Sandstorm
Gold Ltd. and its subsidiary entities (“Sandstorm” or the “Company”)
should be read in conjunction with the unaudited condensed consolidated
interim financial statements of Sandstorm for the three and nine
months ended September 30, 2013 and related notes thereto which
have been prepared in accordance with International Accounting
Standards (“IAS”) 34: Interim Financial Reporting using accounting
policies in accordance with International Financial Reporting Standards
as issued by the International Accounting Standards Board (‘IFRS”).
Readers are encouraged to consult the Company’s audited consolidated
financial statements for the year ended December 31, 2012 and the
corresponding notes to the financial statements which are available
on SEDAR at www.sedar.com. The information contained within this
MD&A is current to November 4, 2013 and all figures are stated in U.S.
dollars unless otherwise noted.

Overview

The Company is a growth-focused company that seeks to acquire
gold and other precious metal purchase agreements (“Gold Streams”)
from companies that have advanced stage development projects or
operating mines. In return for making upfront payments to acquire
a Gold Stream, Sandstorm receives the right to purchase, at a fixed
price per ounce, a percentage of a mine’s gold, silver or platinum
("Gold Equivalent") production for the life of the mine. Sandstorm
helps other companies in the resource industry grow their businesses,
while acquiring attractive assets in the process. The Company is
focused on acquiring Gold Streams from mines with low production
costs, significant exploration potential and strong management
teams. The Company currently has nine Gold Streams and 25 net
smelter returns royalties (“NSR"s), of which 13 of the underlying

mines are producing gold.

Outlook

Based on the existing Gold Streams and excluding any attributable
production relating to Premier Royalty Inc., forecasted 2013 attribut-
able production is between 33,000 — 37,000 Gold Equivalent ounces,
increasing to approximately 60,000 of Gold Equivalent ounces per
annum by 2016. This growth is driven by the Company’s portfolio of
Gold Streams with mines, most of which are either currently producing
or expected to commence production by 2015.

Highlights

On October 4, 2013, the Company closed
its previously announced acquisition for
all the outstanding common shares of
Premier Royalty Inc. With the acquisition
of Premier Royalty, Sandstorm has a
cash balance of over $90 million and a
portfolio of nine gold streams and 25

gold royalties,

Gold sales, excluding Premier Royalty’s
attributable ounces, for the three and
nine months ended September 30, 2013
were 9,570 ounces and 25,624 ounces,
respectively, compared with 9,066 ounces
and 26,271 ounces for the comparable
periods in 2012, with gold sales for the
most recently completed three months
representing a record quarter for the
Company.

Revenue for the three and nine months
ended September 30, 2013 were $15.4
million and $44.0 million, respectively,
compared with $15.1 million and $43.5
million for the comparable periods in
2012, with revenue for the most recently
completed nine months representing a

record for the Company.

The Company remitted a $10 million loan
to Luna Gold Corp. in accordance with
its previously announced commitment
to issue a non-revolving loan facility to
Luna. The Loan is subject to interest
at a rate of 12% per annum, subject to
certain conditions, and will mature on
June 30, 2017. The proceeds from the
Loan will be used towards the Phase |
expansion and exploration activities at

Luna’s Aurizona Mine.

During the three months ended Septem-
ber 30, 2013, the Company amended
the previously announced Gold Stream
agreement with Munity Gold Ltd. In ac-
cordance with the amended Gold Stream,
Sandstorm has agreed to purchase
an amount equal to 2.6% of the gold
produced from the Deflector property
in exchange for an upfront payment of
$6 million. The payment was previously
remitted to Mutiny in the form of a loan;
therefore, no additional payments are

required to be made by Sandstorm.
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Aurizona Gold Stream

LUNA GOLD CORP. | The Company has a Gold Stream to purchase
17% of the life of mine gold produced from Luna Gold Corp.’s
(“Luna”) open-pit Aurizona mine, located in Brazil (the “Aurizona
Mine”) for a per ounce cash payment equal to the lesser of $400

and the then prevailing market price of gold.

The Company has paid $4.3 million and agreed to contribute
another $5.7 million in capital towards the phase one production
expansion project (“Phase 1 Expansion”) at Luna's Aurizona Mine.
Sandstorm’s contribution will be equal to 17% of the capital costs
incurred by Luna towards the Phase 1 Expansion to a maximum

contribution of $10.0 million.

In addition, the Company remitted a $10.0 million loan to Luna in
accordance with its previously announced commitment to issue a
non-revolving loan facility to the company. The Loan is subject to
interest at a rate of 12% per annum, subject to certain conditions,
and will mature on June 30, 2017. The proceeds from the Loan will
be used towards the Phase | Expansion and exploration activities

at Luna’s Aurizona Mine.

Current activities at the Aurizona Mine include:

% Lunaannounced an increase in reserves to 2.36 million ounces
of gold and extended the life of mine to 15 years with production
estimated to be between 125,000 and 140,000 ounces per annum
at its Aurizona Mine. For further information regarding the
results please visit the Luna Gold website at www.lunagold.com.

Serra Pelada Stream

COLOSSUS MINERALS INC. The Company has a Gold Stream
with Colossus Minerals Inc. (“Colossus”) to purchase an amount
equal to 1.5% of the gold and 35% of the platinum produced from the
Serra Pelada mine (the “Serra Pelada Mine”") located in Para, Brazil
for ongoing per ounce payments equal to the lesser of $400 per
ounce of gold and the then prevailing market price of gold, and the
lesser of $200 per ounce of platinum and the then prevailing market
price of platinum. The Company is not required to contribute any

further capital, exploration, or operating expenditures to Colossus.

As part of the transaction, the Company also agreed to purchase
35% of the life of mine palladium produced from the Serra Pelada
Mine (the “Palladium Stream”) in exchange for paying a $15.0 million
deposit plus ongoing payments of $100 per ounce of palladium.
Concurrently, the Company entered into a similar back-to-back
agreement with Sandstorm Metals & Energy Ltd. (“Sandstorm
Metals & Energy”) whereby Sandstorm Metals & Energy purchased

the Palladium Stream from Sandstorm in exchange for $15.0 million

in cash (which the Company received during the three months
ended March 31, 2013).

Colossus has guaranteed certain minimum annual deliveries for
the initial 10 year period, commencing in 2013, so long as the mine
is in operation. Colossus has also provided a guarantee that in the
event the Serra Pelada Mine shuts down for a period of 24 months
and Sandstorm has not recognized cash flows equal to the initial
upfront deposit, then Colossus will refund the balance to Sandstorm.
In addition, Colossus has agreed to refund a pro-rata portion of the
upfront deposit in the event that the Serra Pelada Mine does not

achieve a completion test within 48 months of funding.

Until April 1, 2015, Colossus has the option to repurchase up to
50% of the agreement by making up to a $39.0 million payment
to Sandstorm, upon receipt of which, the percentage of gold and
platinum that Sandstorm is entitled to purchase shall decrease to
0.75% and 17.5%, respectively.

The Serra Pelada Mine is a high grade gold-platinum-palladium
deposit located in the mineral and mining prolific Carajas region
in Para State, northern Brazil. The existing infrastructure and
accessibility to the site are excellent due to the close proximity
of a number of major mines. During the 1980’s, the Serra Pelada
Mine hosted the largest ever gold rush in Latin America with up
to 80,000 artisanal miners producing 2.0 million ounces of gold,
plus platinum and palladium, from a hand-dug open pit. The Serra
Pelada Mine is fully permitted and construction is underway. It is

expected to be a high grade, polymetallic producer.

Current activities at the Serra Pelada Mine include:

- Colossus continues with the expansion of its dewatering pro-
gram.

L Colossus has substantially completed its bulk sample program
which is expected to be processed once management is satisfied
with process plant operating effectiveness.

L Colossus continues its underground development and is advanc-
ing on four separate development faces including advancing

the main decline.
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Black Fox Gold Stream

BRIGUS GOLD CORP. The Company has a Gold Stream to
purchase 8% of the life of mine gold produced from Brigus Gold
Corp.'s (“Brigus”) open pit and underground Black Fox mine, located
in Ontario, Canada (the “Black Fox Mine"), and 6.3% of the life of
mine gold produced from Brigus’ Black Fox Extension (the “Black
Fox Extension”), which includes a portion of Brigus' Pike River
concessions, for a per ounce payment equal to the lesser of $504

and the then prevailing market price of gold.

The Black Fox Mine began operating as an open pit mine and in
mid-2010, Brigus began development of an underground mine. Both
open pit and underground operations are running concurrently,

feeding the 2,200 tonne-per-day mill.

Current activities at the Black Fox Mine include:

L Brigus continues its underground exploration at the Black Fox
Mine. The exploration program is intended to expand the gold
deposit and extend the mine life. As part of the exploration
program, Brigus recently announced two test holes which
were drilled from underground and intersected the Black Fox
mineralization. The first test hole intersected 40.71 grams
per tonne gold over 26.75 metres, including 103.20 grams per
tonne gold over 8.35 metres; while the second drill hole assayed
18.09 grams per tonne gold over 37.80 metres, including 39.45
grams per tonne gold over 10.35 metres. For more information
on the results refer to www.brigusgold.com.

Santa Elena Gold Stream

SILVERCREST MINES INC. The Company has a Gold Stream
to purchase 20% of the life of mine gold produced from SilverCrest
Mines Inc.’s (“SilverCrest”) open-pit Santa Elena mine, located in
Mexico (the “Santa Elena Mine"), for a per ounce cash payment equal

to the lesser of $350 and the then prevailing market price of gold.

SilverCrest has implemented a three year expansion plan to in-
crease metals production at the Santa Elena Mine (open pit and
underground) and to transition from a heap leach operation to
a conventional mill. As part of the Santa Elena Gold Stream, if
SilverCrest decides to develop an underground mine and milling
operation, Sandstorm will have the right, but not the obligation,
to purchase 20% of the payable gold from the underground mine.
In consideration, Sandstorm would make an upfront payment that
is equal to 20% of the upfront capital expenditures, relating to the
gold production, incurred by SilverCrest plus ongoing per ounce

payments of $450.

Current activities at the Santa Elena Mine include:

L SilverCrest announced an expansion pre-feasibility study including
updated reserve and resource estimations for the Santa Elena Mine.
The updated probable reserves (underground, open pit and leach
pad) are estimated at 8.2 million tonnes grading 74.9 grams per
tonne silver and 1.24 grams per tonne gold containing 19.7 million
ounces of silver and 327,430 ounces of gold, representing a 103%
increase in contained silver and a 50% increase in contained gold
over the previous probable reserves statement.

L The expansion plan includes the installation of a conventional
milling and processing facility at the Santa Elena Mine. It is
contemplated that this facility will utilize mill feed from the
Santa Elena open pit, the Santa Elena underground, Cruz de
Mayo satellite deposit and re-treatment of the material on the
heap leach pads to recover residual silver and gold values.

Bachelor Lake Gold Stream

METANOR RESOURCES INC. : The Company has a Gold Stream
to purchase 20% of the life of mine gold produced from Metanor
Resources Inc.’s (“Metanor”) Bachelor Lake gold mine located in
Quebec, Canada (the “Bachelor Lake Mine”"), for a per ounce cash
payment equal to the lesser of $500 and the then prevailing market
price of gold. Metanor has provided a guarantee that Sandstorm
will receive a minimum of $20.0 million in pre-tax cash flow over

the next 4 years of the Bachelor Lake Gold Stream.

The Bachelor Lake Mine is a greenstone hosted gold mine located
outside of Val d’'Or in Quebec, Canada. In 2011, Metanor released
the findings from a pre-feasibility study at Bachelor Lake showing
underground production of 60,000 ounces of gold per year which
is anticipated to be mined using the low cost long-hole mining
method utilizing the existing and fully functional operating mill

and surface infrastructure that is on the mine site.

Current activities at the Bachelor Lake Mine include:

- Metanor continues its underground drilling campaign at the

Bachelor Lake Mine with the intent of increasing its resources.

L Bachelor Lake continues to progress towards full production.
In addition to development ore, the Bachelor Lake mill is

processing ore from the stopes.
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Ming Gold Stream

RAMBLER METALS & MINING PLC
Gold Stream to purchase approximately 25% of the first 175,000

The Company has a

ounces of gold produced and 12% of the life of mine gold produced
thereafter, from Rambler Metals & Mining PLC’s (“Rambler”) Ming
Copper-Gold mine, located in Newfoundland, Canada (the “Ming
Mine"). There are no ongoing per ounce payments required by
Sandstorm in respect of the Ming Mine Gold Stream. In the event
that the metallurgical recoveries of gold at the Ming Mine are below
85%, the percentage of gold that Sandstorm shall be entitled to
purchase shall be increased proportionally. The Ming Mine began

commercial production in November 2012.

Current activities at the Ming Mine include:

5 Rambler released a favorable preliminary economic assessment
that sees the potential for an expansion of the Ming Mine into
the lower footwall zone following additional value optimization

studies and a feasibility study.

Hugo North Extension & Heruga Stream

ENTREE GOLD INC. Sandstorm has a Gold Stream with Entrée
Gold Inc. (“Entrée”) to purchase an amount equal to 25.7% and 33.8%
of Entrée’s 20% share of the gold and silver by-products produced
from the Hugo North Extension and Heruga deposits located in

Mongolia, (the “Hugo North Extension” and “Heruga”, respectively).

For consideration, during the nine months ended September 30,
2013, the Company paid an upfront cash deposit of $35.0 million
and will continue to make ongoing per ounce cash payments equal
to the lesser of $220 per ounce of gold and $5 per ounce of silver
(subject to inflationary adjustments) until approximately 8.6 million
ounces of gold and 40.3 million ounces of silver have been produced
from the entire joint venture property. Thereafter, the purchase price
will increase to the lesser of the prevailing market price of $500 per
ounce of gold and $10 per ounce of silver (subject to inflationary
adjustments). Additionally, Sandstorm also purchased 17,857,142
common shares of Entrée (the “Shares”) at a price of C$0.56 per

Share for consideration of approximately C$10.0 million.

The Company also entered into an agreement with Entree, to
purchase an amount equal to 2.5% of Entrée's 20% share of the
copper produced from Hugo North Extension and Heruga, for an
upfront payment of $5.0 million. Concurrently, the Company entered
into a purchase agreement with Sandstorm Metals & Energy to sell
all of the copper purchased from Entrée in return for Sandstorm
Metals & Energy making a payment of $5.0 million in shares to

Sandstorm Gold and remitting the ongoing per pound payments.

The Company also acquired a 0.4% NSR on the future sale of any
metals and minerals derived from a portion of the Ann Mason
project (which includes the Ann Mason and Blue Hill deposits) in
Nevada (the “Ann Mason Project”). In consideration for the royalty,
Sandstorm made a $5.0 million payment to Entrée. In addition,
Entrée has granted Sandstorm a right of first refusal on any future

royalty or metal stream financing for the Ann Mason Project.

The Company is not required to contribute any further capital,

exploration, or operating expenditures to Entrée.

Hugo North Extension is a rich porphyry copper-gold deposit
and Heruga is a copper-gold-molybdenum porphyry deposit.
Both projects are located in the South Gobi desert of Mongolia,
approximately 570 kilometers south of the capital city of Ulaan-
baatar and 80 kilometers north of the border with China. Hugo
North Extension and Heruga are part of the Oyu Tolgoi mining
complex and are being developed by Oyu Tolgoi LLC, a subsidiary
of Turquoise Hill Resources and the Government of Mongolia, and
its project manager Rio Tinto PLC. Entrée retains a 20% interest

in the resource deposits of the Hugo North Extension and Heruga.

Bracemac-McLeod Gold Royalty

GLENCORE XSTRATA PLC | Sandstorm has a 0.6% NSR based
on 100% of the production from the Bracemac-McLeod development
property located in Matagami, Quebec, Canada (“Bracemac-McLeod”
or the “Bracemac-McLeod Mine") which is owned and operated by

a subsidiary of Glencore Xstrata plc (“Glencore”).

Sandstorm previously entered into a Gold Stream agreement with
Donner Metals Ltd. (“Donner”), which it entered into via a back-to-
back agreement with Sandstorm Metals & Energy, which entitled
the Company to purchase 24.5% of the Gold Equivalent production
from Bracemac-McLeod. Donner held a 35% participating interest
in Bracemac-McLeod, but recently announced its inability to meet
the cash calls under their operating agreement with Glencore.
Sandstorm Metals & Energy had the option to remedy the default
by making the cash call payments to Glencore; however, this would
have subjected the Company and Sandstorm Metals & Energy to
the uncertainty of future cash calls. Accordingly, on August 30,
2013, Sandstorm and Sandstorm Metals & Energy agreed to the

following with Donner and Glencore:

& Glencore issued a 3% NSR to Sandstorm Metals & Energy on
100% of production from Bracemac-McLeod, which will be split
between Sandstorm and Sandstorm Metals & Energy based

on the respective funds contributed to Donner Metals Ltd. in



| SANDSTORM GOLD LTD.  : 2013 Third Quarter

SECTION ONE MANAGEMENT’S DISCUSSION & ANALYSIS 06

relation to the copper stream and Gold Stream, resulting in
the Company receiving 20% of the proceeds from the 3% NSR
(equivalent to a 0.6% NSR) and Sandstorm Metals & Energy
receiving 80% of the proceeds from the 3% NSR (equivalent
to a 2.4% NSR); and

L Sandstorm Metals & Energy and Sandstorm relinquished the
copper stream and the Gold Stream, respectively.

As aresult of the conversion of the Gold Stream into a 0.6% NSR,
the Company recorded an impairment charge of $3.2 million during
the three months ended September 30, 2013.

The Bracemac-McLeod Mine is a high grade volcanogenic massive
sulphide deposit located in the historical and prolific mining district
of Matagami, Quebec. Continuous mining and milling operations
have been active in the Matagami district for almost fifty years
with ten previously operating mines and one current producing
mine. Glencore is utilizing the existing Matagami mill to produce
concentrates of zinc and copper. The Bracemac-McLeod Mine is

an underground mine which is accessible via a ramp.

Current activities at the Bracemac-McLeod Mine include:

5 The Bracemac-McLeod Mine has begun initial production.

L During the initial months of mining, ore grades have been below
the average grades as defined in the 2010 feasibility study. This
is largely related to the processing of lower-grade development

ore from the Bracemac-McLeod stockpile.

Deflector Gold Stream

MUTINY GOLD LTD. | The Company has a Gold Stream to purchase
2.6% of the life of mine gold produced from Mutiny Gold Ltd.’s
(“Mutiny”) open pit Deflector project, located in Western Australia
(the “Deflector Mine”) for a per ounce cash payment equal to the
lesser of $500 and the then prevailing market price of gold.

During the three months ended September 30, 2013, Sandstorm
amended its previously announced Gold Stream agreement with
Mutiny (the “Amended Gold Stream”). In accordance with the
Amended Gold Stream, Sandstorm has agreed to purchase an
amount equal to 2.6% of the gold produced from the Deflector Mine
in exchange for an upfront payment of $6 million. The payment
was previously remitted to Mutiny in the form of a loan; therefore,
no additional payments are required to be made by Sandstorm.

The Deflector Mine is a high-grade gold and copper deposit located
in the South Murchison, Western Australia. A definitive feasibil-
ity study completed in October 2012 projects 55,000 ounces of
annual gold production from the Deflector Mine over a 7.5 year

mine life. Production is anticipated to begin from an open pit
operation and expand underground, with ore from both the open
pit and underground being processed through the existing Gullewa

processing facility.

Premier Royalties

PREMIER ROYALTY INC. : During the three months ended
September 30, 2013, the Company entered into an arrangement
agreement (the “Arrangement Agreement”) which subsequently
closed on October 4, 2013, pursuant to which Sandstorm acquired
40.1% of the common shares of Premier Royalty Inc. (“Premier
Royalty”) and when combined with its existing position of 59.9%
results in Sandstorm owning 100% of the outstanding common
shares in the capital of Premier Royalty. Under the Arrangement
Agreement, Premier Royalty shareholders received common shares
of Sandstorm (the “Sandstorm Shares”) on the basis of 0.145 of a

Sandstorm Share for each Premier Royalty common share held.

In accordance with the terms of the outstanding warrants to acquire
Premier Royalty Shares (each, a “Premier Royalty Warrant”), each
holder of a Premier Royalty Warrant outstanding immediately prior
to the effective time of the Arrangement will receive on subsequent
exercise of such holder’s Premier Royalty Warrant, in accordance
with its terms, for the same aggregate consideration payable for

such warrant, 0.145 of a Sandstorm Share.

In addition, in accordance with the terms of the outstanding options
to acquire Premier Royalty Shares (each, a “Premier Royalty Option”),
each holder of a Premier Royalty Option outstanding immediately
prior to the effective time of the Arrangement will receive on
subsequent exercise of such holder’s Premier Royalty Option, in
accordance with its terms, for the same aggregate consideration

payable for such option, 0.145 of a Sandstorm Share.

Prior to obtaining 100% of the common shares of Premier Royalty,
during the nine months ended September 30, 2013, and through a
series of transactions, the Company acquired 46,678,221 common
shares or 59.9% interest in Premier Royalty. As part of these
transactions, the Company entered into a share purchase agreement
(the “Agreement”) with Premier Gold Mines Ltd. (“Premier Gold").
Pursuant to the terms of the Agreement, Sandstorm issued Premier
Gold 5,604,277 special warrants (“Special Warrants”) each being
exercisable into one common share of Sandstorm. As at September

30, 2013, Premier Gold had exercised all of the Special Warrants.

As a result of obtaining 100% of the common shares of Premier
Royalty, Sandstorm adds a number of quality royalty assets to its
portfolio along with over $30 million in cash, placing the Company

in an excellent position for continued growth.
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Business Combination

When the Company acquired an initial 59.9% controlling interest in
Premier Royalty, the transaction was accounted for as a business
combination. As such, the Company was required to consolidate
all the operating results of Premier Royalty post acquisition date
(January 30, 2013) and reflect the consolidated financial results

for both companies.

The total consideration of $90.2 million for the 59.9% interest,
consisting of (i) $25.8 million cash and (ii) $64.4 million representing
the fair value of the Special Warrants was allocated to the identifiable
assets acquired, liabilities assumed and non-controlling interest

as follows:

Acquisition costs: January 30, 2013

Fair value of 5,604,277 special warrants $ 64,394
Cashpad 25,81;.
$ 90,206
Allocation of acquisition costs:
Cash $ 39,911
Accounts receivable and other 2,245.“
Royalty interests in mineral properties 62,1 94
Premier Royalty common share purchase warrants 3,575.“
other 39
coodwil 30,91 9
Accounts payable and accruals (1 288)
Redeemable warrants (1 130)
Deferred income tax liabilty (8,871H)M
Non-controlling interest (37,384'.)““
$ 90,206

During the nine months ended September 30, 2013, the Company
assessed the goodwill which arose on the acquisition and recognized

an impairment charge of $30.0 million for the full amount of goodwill.

The Company is completing a valuation of the fair value of the net
assets of Premier Royalty acquired; therefore, it is likely that the
fair values of the assets acquired and liabilities assumed will vary
from those shown above and the differences may be material. The
determination of the fair value of the assets acquired and liabilities
assumed is based upon management'’s preliminary estimates. The
actual fair values of the assets and liabilities may differ materially

from the amounts disclosed above.

Gualcamayo Royalty

YAMANA GOLD INC. i The Company, through its interest in
Premier Royalty, has a 1.0% NSR on the Gualcamayo gold mine (the
“Gualcamayo Mine") which is located in San Juan province, Argentina
and owned and operated by Yamana Gold Inc. (“Yamana”). The
Gualcamayo Mine is an open pit, heap leach operation encompassing
three substantial zones of gold mineralization. An expansion of
the operation, to be completed in 2013, is expected to increase

sustainable production.

Emigrant Springs Royalty

NEWMONT MINING CORP. | The Company, through its interest
in Premier Royalty, has a 1.5% NSR on the Emigrant Springs mine
(the “Emigrant Springs Mine”) which is located in the Carlin Trend
in Nevada, U.S.A. and is owned and operated by Newmont Mining
Corp. (“Newmont”). The Emigrant Springs Mine is an open pit,
heap leach operation. In the third quarter of 2012, construction of

the mine was completed and commercial production commenced.

Mine Waste Solutions Royalty

ANGLOGOLD ASHANTI LTD. | The Company, through its inter-
est in Premier Royalty, has a 1% NSR on the gold produced from
Mine Waste Solutions tailings recovery operation (“MWS”) which is
located near Stilfontein, South Africa, and is owned and operated by
AngloGold Ashanti ltd. (“AngloGold”). MWS is a gold and uranium
tailings recovery operation. The operation processes multiple tailings
dumps in the area through three production modules, the last of
which was commissioned in 2011. It also includes a modern tailings
storage facility approximately 15 kilometres from the gold plant

modules where residues from the treatment plants are deposited.

Mt. Hamilton Royalty

SOLITARIO EXPLORATION & ROYALTY CORP. i The Company
has a 2.4% NSR on the Mt. Hamilton gold project (the "Mt. Hamilton
Project”). The Mt. Hamilton Project is located in White Pine County,
Nevada, U.S.A. and is held by Mt. Hamilton LLC (“MH-LLC") which
is 80% owned by Solitario Exploration & Royalty Corp. (“Solitario”)
and 20% owned by Ely Gold & Minerals Inc. For consideration, the
Company made an initial upfront payment of $6.0 million during
the year ended December 31, 2012 and a subsequent $4.0 million

payment in January 2013.

Sandstorm has granted MH-LLC an option, exercisable prior to
December 11, 2014, to repurchase the NSR for $12.0 million
provided that MH-LLC enters into a Gold Stream with Sandstorm
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with an upfront deposit of no less than $30.0 million. In addition,
MH-LLC has provided Sandstorm with a right of first refusal on any

future royalty or gold stream financing for the Mt. Hamilton Project.

Revolving Credit Facility

During the nine months ended June 30, 2013, the Company amended
its revolving credit agreement to allow the Company to borrow up
to $100 million (the “Revolving Loan”) from a syndicate of banks
including the Bank of Nova Scotia, Bank of Montreal and National
Bank of Canada (the “Syndicate”). The Revolving Loan includes
an increase of available credit to $100 million from $50 million
(previously entered into on January 10, 2012) and an extension of
the term from three years to four years, which is extendable by
mutual consent of Sandstorm and the Syndicate. The Revolving
Loan will continue to be used for the acquisition of Gold Streams
and loan commitments the Company has made to other companies.
The amounts drawn on the Revolving Loan remain subject to
interest at LIBOR plus 3.00% — 4.25% per annum, and the undrawn
portion of the Revolving Loan remain subject to a standby fee of
0.75% - 1.05% per annum, dependent on the Company'’s leverage
ratio. As at September 30, 2013, the Company had not drawn down
on its credit facility and therefore, the full balance remains available

for future acquisitions.
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Quarters Ended

Summary of Quarterly Results

(in accordance with IFRS)

In $000s Sep. 30, 2013 Jun. 30, 2013 Mar. 31, 2013 Dec. 31, 2012
Total revenue $ 15,352 $ 13,353  $ 15,364  $ 12,423
Wéold ounces sold 9,57d ......... 7473 8,581 7243
W(‘BOId sales 12671 10,582 14031 12423
W'Roya[ty o i i L -
W/‘\verage realized gold price per ounce ' 1,321; ......... 1416 1635 1715
WAverage cash cost per ounce ' 436 ......... a7 w2 410
W[‘Zash flow from operations 8,577 ......... 8,539 6,963 6504
W(‘Zash flow from operations per share (basic) ' 0.D§ ......... 009 0.08 008
W‘Cash flow from operations per share (diluted) 0.0é ......... 008 0.07 006
S:;rtﬁzf;ei:;f:;a:;:tbo“rt;ble 0 (1,539) (16,875) (12,101) 7,367
Wl‘\let (loss) income (2,01 15 ......... (17.128) (12,254) 7367
Wl‘3asic income per share (0.025 ......... 0.18) (0.13) 009
W.I‘Z)iluted income per share (0.025 ......... 0.18) (0.13) 007
W'i'otal assets 420,86§ ......... L1855 L5476 341427
Total long-term liabilities 6,848 8,113 9,622 -

In $000s Sep. 30, 2012 Jun. 30, 2012 Mar. 31, 2012 Dec. 31, 2011

Total revenue $ 15,102 $ 14,954 % 13,464 11,125

o 9066 ......... v o 66”
Goldsales 15,1'[.)5 ......... 14,954 13,466 11125
foyaty revene e e e -
Average realized gold price per ounce 1666 ......... 1,615 1694 1683
Average cash cost per ounce' 408 ......... 298 4 407
Cash flow from operations 10,5".?'5 ......... 11,258 9,264 7843
Cash flow from operations per share (basic)' 014 ......... 0.16 0.14 012
Cash flow from operations per share (diluted)’ 012 ......... 014 0.1 010
zlfe;;:ijizr;terr(rioss) attributable to shareholders 4,861 5,283 4416 4,879

et o oy 486] .......... S T 4879
Basic income per share 006 ......... 007 0.06 008
Diluted income per share 005 ......... 006 0.05 006
Totalassets 332,4'52 ......... 178,046 166,896 152792
Total long-term liabilities - 187 - .

1. See non-IFRS measures section below.
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Changes in sales, net income and cash flow from operations

from quarter to quarter are affected primarily by fluctuations

in production at the mines, the timing of shipments, changes

in the price of gold, as well as acquisitions of Gold Stream

agreements and the commencement of operations of mines

under construction. For more information refer to the quarterly

commentary discussed below.

The Company’s operating segments for the three months ended September 30, 2013

are summarized in the table below:

Sales and
royalty Cost of sales Impairment of Cash flow

In $000s Ounces sold revenues  (excluding depletion) Depletion mineralinterest  Net income (loss) from operations

Aurizona 4,783 § 6,296 $ 1,913  $ 231 % -3 4,152 % 4,383
mé;;he[or e L 2071 e 8 98 ...................................... e e e ]
B[ack o T 29]0 e 1552 ...................................... e o oo ]
mé};;emac—McLeod - - (3,066) N
Mmg 102 133 - 60 - 73 133 .
prem,er forel — 2526 e 2877 ...................................... e e o ]
Santa o e ]316 S 552 ...................................... e o o ]
W(‘;N(',‘;F‘,orate e - R e e oo o ]

Consolidated 9,570 $ 15,352 $ 4,118 $ 6,170 $ (3,166) $ (2,011) $ 8,577
The Company’s operating segments for the three months ended June 30, 2013
are summarized in the table below:

Sales and
royalty Cost of sales Goodwill Cash flow

In $000s Ounces sold revenues (excluding depletion) Depletion impairment  Net income (loss) from operations

Aurizona 2354 $ 3,458 § 941 $ 108§ - % 2,409 $ 2,464
mé;;he[or o L 2239 o 976 ...................................... e Lot o ]
BlaCk s P 2502 e ]]73 ...................................... e e s ]
Mmg e e 209 .................................................. s i ]
Premler Royalty - 2,702 - 2,681 15,970 (16,594) 1,667 .
santa - T 2020 S 829 ...................................... e e o ]
“E;;éorate R - R e e v o) ]

Consolidated 7,473 $ 13,353 $ 3,115 $ 5,976 $ 15,970 $ (17,128) $ 8,539
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The Company’s operating segments for the three months ended March 31, 2013

are summarized in the table below:

Sales and

royalty Cost of sales Goodwill Cash flow

In $000s Ounces sold revenues  (excluding depletion) Depletion impairment  Net income (loss) from operations

Aurizona 3,241 % 5,343 $ 1,297 % 538 $ -3 3,508 $ 4,046
W'é;;he[or L e 2400 e 8 79 ...................................... e S e ]
B[ack o o 3630 . ]653 ...................................... e o Vs ]
Mmg e 273 e 105 ...................................... e s . ]
"‘E};mier forels . : 1333 e 105] ......................... 14015 ........... s o) ]
Santa o . e 2380 o 651 ...................................... e o s ]
“‘E;;porate e - e R e o e ]

Consolidated 8,581 $ 15,364 $ 3,667 $ 4,877 $ 14,015 $ (12,254) $ 6,963

Three Months Ended September 30, 2013 Compared to
The Three Months Ended September 30, 2012

For the three months ended September 30, 2013, net loss and cash
flow from operations were $2.0 million and $8.6 million, respectively,
compared with net income and cash flow from operations of $4.9
million and $10.6 million for the comparable period in 2012. The
decrease in net income and cash flow from operations is attributable
to a combination of factors including:

5 A non-cash impairment charge of $3.2 million arising from the
conversion of the Company’s Bracemac-McLeod Gold Stream into
a 0.6% NSR;

- A $0.9 million increase in project evaluation costs primarily related
to (i) costs related to the acquisition of 100% of the Premier Royalty
shares and (ii) increased corporate activity;

5 A $2.3 million increase in administration expenses largely driven
by (i) the requirement to consolidate 100% of Premier Royalty’s
administration expenses as a result of the business combination; (ii)
severance costs largely arising from the recognition of previously
granted share based compensation; and (iii) increased corporate
activity;

5 A $2.6 million increase in depletion expense largely driven by an
increase in gold ounces sold and the inclusion of the royalty revenue
and related depletion expense from the consolidation of Premier
Royalty’s financial results; partially offset by

5 A $0.3 million change in income tax recovery due to an increase in
tax pools and expenses; and

& fluctuations in foreign exchange rates between periods. During the
three months ended September 30, 2012, the Company recognized
a loss of $1.4 million resulting from the settlement of a foreign
exchange contract relating to the conversion of the Company’s
Canadian dollar-denominated public offering into US dollars. As

there were no similar transactions during the three months ended
September 30, 2013, the Company did not recognize any significant
foreign exchange gains/losses in net income.

For the three months ended September 30, 2013, revenue was $15.4
million compared with $15.1 million for the comparable periodin 2012.
The increase is largely attributed to a number of factors including:

5 6% increase in the number of gold ounces sold, due to:

i 23% increase in gold sales relating to the Aurizona Mine's
continued ramp up of operations and the timing of the receipt
of shipments;

ii.  Anadditional 2,054 ounces in gold deliveries from the Bachelor
Lake Mine (of which 542 gold ounces remained in inventory
at the end of the third quarter of 2013), as Metanor had not
begun mining and processing the bulk ore sample from the
mine until the second quarter of 2012; partially offset by

iii.  38% decrease in gold sales relating to the Santa Elena Mine
largely related to the timing of shipments whereby 525 gold
ounces were in inventory at the end of the third quarter 2013;

iv.  18% decrease in gold sales relating to the Black Fox Mine;

V. 76% decrease in gold sales attributable to the Ming Mine,
primarily related to Rambler's commissioning of the copper
concentrator and switch from the 1806 gold zone to the 1807
copper zone; and

5 The recognition of $2.7 million in royalty revenue arising from the
consolidation of Premier Royalty’s financial results; partially offset by

- 21% decrease in the average realized selling price of gold.
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Nine Months Ended September 30, 2013 Compared to
The Nine Months Ended September 30, 2012

For the nine months ended September 30, 2013, net loss and
cash flow from operations were $31.4 million and $24.1 million,
respectively, compared with net income and cash flow from opera-
tions of $14.6 million and $31.1 million for the comparable period
in 2012. The decrease in net income and cash flow from operations

is attributable to a combination of factors including:

5 A non-cash impairment charge of $30.0 million on goodwill

arising from the Premier Royalty business combination;

5 A non-cash impairment charge of $3.2 million arising from the
conversion of the Company’s Bracemac-McLeod Gold Stream
into a 0.6% NSR;

5 A $5.9 million increase in administration expenses largely
driven by (i) the requirement to consolidate 100% of Premier
Royalty’s administration expenses as a result of the business
combination; (ii) $2.5 million increase in corporate administra-
tion expenses resulting from increased corporate activity; and
(iii) $2.3 million increase in non-cash share based payments
arising from the vesting of previously issued options/RSRs and

related severance;

5 A $1.3 million increase in project evaluation costs primarily
related to (i) costs related to the acquisition of 100% of the

Premier Royalty shares and (ii) increased corporate activity;

5 A $3.4 million non-cash loss primarily driven by the revaluation

of the Company'’s investments in Premier Royalty’s warrants;

5 A $5.4 million increase in depletion expense largely driven by
an increase in gold ounces sold and the inclusion of the royalty
revenue and related depletion expense from the consolidation

of Premier Royalty’s financial results; partially offset by

5 A $1.2 million income tax recovery driven by a number of

reasons including an increase in tax pools and expenses; and

L fluctuations in foreign exchange rates between periods. During the
nine months ended September 30, 2012, the Company recognized
a loss of $1.5 million resulting from the settlement of a foreign
exchange contract relating to the conversion of the Company’s
Canadian dollar-denominated public offering into US dollars.
As there were no similar transactions during the nine months
ended September 30, 2013, the Company did not recognize any

significant foreign exchange gains/losses in net income.

For the nine months ended September 30, 2013, revenue was
$44.0 million compared with $43.5 million for the comparable
period in 2012. The increase is largely attributed to a number of

factors including:

5  The recognition of $6.8 million in royalty revenue arising
from the consolidation of Premier Royalty’s financial results;

partially offset by
L 2% decrease in the number of gold ounces sold, due to:

i 88% decrease in gold sales attributable to the Ming Mine,
primarily related to Rambler's commissioning of the copper
concentrator and switch from the 1806 gold zone to the

1807 copper zone; partially offset by

ii.  20% increase in gold sales relating to the Aurizona Mine's
continued ramp up of operations and the timing of the

receipt of shipments;

iii.  Anadditional 3,956 ounces in gold sales from the Bachelor
Lake Mine, as Metanor had not begun mining and process-
ing the bulk ore sample from the mine until the end of the

second quarter of 2012; and

L 12% decrease in the average realized selling price of gold.
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Three Months Ended September 30, 2013 Compared to The
The Remaining Quarters

When comparing net loss of $2.0 million and cash flow from
operations of $8.6 million for the three months ended September
30, 2013 with net income and operating cash flow for the remaining

quarters, the following items impact comparability of analysis:

5 Anon-cash goodwill impairment charge of $14.0 million and $16.0
million arising from the Premier Royalty business combination
during the three months ended March 31, 2013 and three months
ended June 30, 2013, respectively;

5 A non-cash impairment charge of $3.2 million arising from the
conversion of the Company’s Bracemac-McLeod Gold Stream into
a 0.6% NSR recognized during the three months ended September
30, 2013;

5 An increase in administration expenses largely driven by the
requirement to consolidate 100% of Premier Royalty’s administration
expenses as a result of the business combination and increased

corporate activity;

& As aresult of consolidating Premier Royalty's financial results, the
Company began recognizing royalty revenue in the first quarter
of 2013;

- Gold sales have increased over the course of the last three years
as (i) the Aurizona Mine, the Santa Elena Mine, and the Summit
Mine began initial production late in 2010; (ii) the Company began
purchasing gold from the Black Fox Mine in 2011; (iii) the Ming Mine
began mining and processing ore from the high grade gold 1806
zone in 2012; and (iv) the Bachelor Lake Mine began producing

from its bulk sample in 2012;

5 Again of $5.6 million which represents the premium paid by Brigus in
exercising its option to repurchase a portion of the Gold Stream was

recognized during the three months ended December 31, 2012; and

5 A loss of $1.4 million primarily resulting from the settlement
of a foreign exchange contract relating to the conversion of the
Company'’s Canadian dollar-denominated public offering into US
dollars was recognized during the three months ended September
30, 2012.

Change In Total Assets

The Company’s total assets increased by $79.4 million from December
31,2012 to September 30, 2013 primarily resulting from (i) the Premier
Royalty business combination; and (ii) operating cash flows; which
were partially offset by depletion expense. The Company'’s total assets
increased by $9.0 million from September 30, 2012 to December 31,
2012 primarily resulting from operating cash flow, partially offset by
depletion expense. The Company’s total assets increased by $154.4
million from June 30, 2012 to September 30, 2012 primarily resulting
from the Company’s September 7, 2012 equity financing. Total assets
increased by $11.2 million from March 31, 2012 to June 30, 2012; and
by $14.1 million from December 31, 2011 to March 31, 2012, primarily
resulting from (i) operating cash flows; and (ii) the exercise of warrants;

which were partially offset by depletion expense.

Non- IFRS Measures

The Company has included, throughout this document, certain
non-IFRS performance measures, including (i) average cash cost
per ounce; (ii) cash flow from operations per share (basic and

diluted); and (iii) average realized gold price per ounce.

i Average cash cost per ounce is calculated by dividing
the Company'’s cost of sales (excluding depletion) by the
number of ounces sold. The Company presents average
cash cost per ounce as it believes that certain investors use
this information to evaluate the Company’s performance
in comparison to other companies in the precious metals
mining industry who present results on a similar basis.
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The following table provides a reconciliation of average cash cost of gold on a per ounce basis:

3 Months Ended 3 Months Ended 9 Months Ended 9 Months Ended
Sep. 30, 2013 Sep. 30, 2012 Sep. 30, 2013 Sep. 30, 2012
Cost of Sales (excluding depletion) $ 4,118 $ 3,701 $ 10,900 $ 8,956
Cash cost of sales is comprised of:
Total cash cost of gold sold 4,118 3,701 10,900 8,956
Divided by:
Total ounces of gold sold 9,570 9,066 25,623 26,271
Equals
Average cash cost of gold (per ounce) $ 430 $ 408 $ 425 $ 341

ii.  Cash flow from operations per share (basic and diluted) is calculated by dividing cash generated by operating activities by the
weighted average number of shares outstanding (basic and diluted). The Company presents operating cash flow per share as it
believes that certain investors use this information to evaluate the Company’s performance in comparison to other companies

in the precious metals mining industry that present results on a similar basis.

The following table provides a reconciliation of cash flow from operations per share (basic and diluted):

3 Months Ended 3 Months Ended 9 Months Ended 9 Months Ended
Sep. 30, 2013 Sep. 30, 2012 Sep. 30, 2013 Sep. 30, 2012
Cash generated by operating activities $ 8,577 $ 10,598 $ 24,082 $ 31,124
Divided by:
Basic weighted average number of shares outstanding 94,690,755 74,795,092 92,877,369 71,579,331
Diluted weighted average number of shares outstanding ' 102,498,346 89,490,161 104,399,773 85,465,666
Equals
Operating cash flow per share - basic $ 0.09 $ 0.14 $ 0.26 $ 0.44
Operating cash flow per share - diluted $ 0.08 $ 0.12 $ 0.23 $ 0.36

1. The diluted weighted average number of shares includes stock options and share purchase warrants that would have been dilutive if the Company had positive net

income for the period.

iii.  Average realized gold price per ounce is calculated by dividing the Company'’s sales by the number of ounces sold. The Company presents

average realized gold price per ounce as it believes that certain investors use this information to evaluate the Company’s performance

in comparison to other companies in the precious metals mining industry that present results on a similar basis.

The following table provides a reconciliation of average realized gold price per ounce:

3 Months Ended 3 Months Ended 9 Months Ended 9 Months Ended
Sep. 30, 2013 Sep. 30, 2012 Sep. 30, 2013 Sep. 30, 2012
Sales $ 12,671 $ 15,102 $ 37,284 $ 43,520
Divided by:
Total gold ounces sold 9,570 9,066 25,624 26,271
Equals

Average realized gold price per ounce $ 1,324 $ 1,666 $ $1,455 $ 1,656
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These non-IFRS measures do not have any standardized meaning
prescribed by IFRS, and other companies may calculate these
measures differently. The presentation of these non-IFRS mea-
sures is intended to provide additional information and should
not be considered in isolation or as a substitute for measures of

performance prepared in accordance with IFRS.

Liquidity and Capital Resources

As of September 30, 2013, the Company had cash and cash equiva-
lents of $93.6 million (December 31, 2012-$127.4 million) and
working capital of $94.1 million (December 31, 2012-$141.5
million). The Company invests surplus cash in short-term, high
credit quality, money market instruments. As described earlier,
the Company has an additional $100.0 million available under its
revolving bank debt facility. In the opinion of management, cash
flows, cash balances and available credit facilities are sufficient
to support the Company’s normal operating requirements on an

ongoing basis.

During the nine months ended September 30, 2013, the Company
generated operating cash flows of $24.1 million compared with
$31.1 million during the comparable year in 2012, with the difference
being primarily attributable to a decrease in the realized selling

price of gold and an increase in corporate activity.

During the nine months ended September 30, 2013, the Company
had cash outflows from investing activities of $65.4 million, which
were primarily the result of (i) the Company's acquisition of the
Entrée Gold Stream; (ii)a $10 million loan to Luna to be used
towards the Phase 1 Expansion and exploration activities; (iii)
the upfront payments of $5.0 million to Columbus Gold Corp and
$3.2 million to Canadian Zinc Corp in connection with the their
respective royalties; partially offset by (i) the receipt of a $15.0
million payment in connection with the Serra Pelada back-to-back
agreement with Sandstorm Metals & Energy; and (ii) the Premier
Royalty cash obtained in the acquisition of Premier Royalty, offset
by the cash used by Sandstorm in the making of the Premier Royalty
acquisition. During the nine months ended September 30, 2012,
the Company had net cash outflows relating to investing activities
of $95.6 million, which were primarily the result of (i) the upfront
payment of $60.0 million related to the Serra Pelada Gold Stream;
(ii) $15.0 million payment in connection with the Serra Pelada
back-to-back agreement with Sandstorm Metals & Energy; (iii)
upfront payments of $7.5 million to Magellan Minerals ltd. and
$6.0 million to Solitario in connection with their respective gold
royalties; (iv) $7.0 million relating to the acquisition of investments;

and (v) $4.0 million in a loan advance. These cash outflows were

partially offset by cash inflows of $9.4 million resulting from the

disposal of investments.

During the nine months ended September 30, 2013, the Company
had net cash inflows from financing activities of $9.3 million, which
were primarily comprised of $10.9 million in proceeds from the
exercise of warrants. During the nine months ended September 30,
2012, the Company had net cash inflows from financing activities
of $157.1 million largely attributed to the Company's 2012 equity

financing partially offset by share issuance costs.

Contractual Obligations

In connection with its Gold Streams, the Company has com-
mitted to purchase the following:

Per Ounce Cash Payment:
lesser of amount below and
the then prevailing market

Gold Stream % of Life of Mine Gold 5 price of gold "%

Aurizona 17% $400

Bachelor Lake 20% $500

Black Fox 8% $504

Deflector 2.6% $500
6.77% on Hugo North

Entrée Gold Extension and 5.13% on $220
Heruga

25% of the first 175,000
Ming ounces of gold produced, $nil
and 12% thereafter

Santa Elena 20% $350

Serra Pelada

1.59 400
(Gold) § s
Serra Pelada

359 200
(Platinum) % $

50% of the first 10,000

Summit ounces of gold produced, $400

and 22% thereafter

1. Subject to an annual inflationary adjustment except for Ming

2. For the Entrée Gold Stream, after approximately 8.6 million ounces of gold have been

produced from the joint venture property, the price increases to $500 per gold ounce.

3. Forthe Entrée Silver Stream, percentage of life of mine is 6.77% on Hugo North Extension
and 5.13% on Heruga which the Company can purchase for the lesser of the prevailing
market price and $5 per ounce of silver until 40.3 million ounces of silver have been
produced from the entire joint venture property. Thereafter, the purchase price will increase

to the lesser of the prevailing market price and $10 per ounce of silver.

4. Forthe Entrée Gold and Silver Stream, percentage of life of mine is 6.77% on Hugo North
Extension and 5.13% on Heruga if the minerals produced are contained 560 metres below
in depth.

5. Forthe Entrée Gold and Silver Stream, percentage of life of mine is 10.15% on Hugo North
Extension and 7.7 % on Heruga if the minerals produced are contained above 560 metres

in depth.
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The Company agreed to contribute up to $10.0 million in capital towards
the Phase 1 Expansion at Luna's Aurizona Mine (of which $4.3 million
had been contributed as at September 30, 2013). Sandstorm’s contribu-
tion will be equal to 17% of the capital costs incurred by Luna towards

the Phase 1 Expansion to a maximum contribution of $10.0 million.

The Company has a commitment to Sandstorm Metals & Energy to
share a reasonable allocation, agreed to by both companies, of costs
paid by Sandstorm Metals & Energy that are incurred for the benefit of
Sandstorm. Sandstorm Metals & Energy is contractually obligated to
make annual rental payments ranging from $0.2 million to $0.4 million
during 2013-2016 and Sandstorm will reimburse Sandstorm Metals &

Energy for a reasonable allocation of these rental costs.

Share Capital

On May 9, 2012, the Company completed a five-for-one consolidation
(the “Consolidation”) of the Company's common shares. The 349,658,858
common shares issued and outstanding prior to the Consolidation were
consolidated to 69,931,771 common shares. The Company's outstanding
stock options were adjusted on the same basis with proportionate

adjustments being made to the stock option exercise prices.

The Company's listed warrants were not consolidated. Following the
Consolidation, each five (5) listed warrants of SSL.WT (expiring on April
23, 2014) will entitle the holder to purchase one post-Consolidation
common share at the adjusted total exercise price of $3.00. Each five
(5) listed warrants of SSL.WT.A (expiring on October 19, 2015) will
entitle the holder to purchase one post-Consolidation common share

at the adjusted total exercise price of $5.00.

All comparative period information has been adjusted to reflect this

Consolidation.

On September 7, 2012 the Company completed a public offering of
15,007,500 units at a price of C$10.00 per unit, for gross proceeds
of C$150.1 million ($153.5 million). Each unit was comprised of one
common share of the Company and one-third of one listed warrant (SSL.
WT.B). In connection with the offering, the Company paid agent fees
of C$7.5 million ($7.7 million), representing 5% of the gross proceeds.
The amount attributable to common shares was $145.6 million, with
the remainder allocated to the warrants. As previously announced, the
net proceeds from the public offering have been and continue to be
used to finance the acquisition of Gold Streams and royalties (recent

acquisitions are described earlier in greater detail).

As of November 4, 2013 the Company had 99,884,743 common shares

outstanding.

A summary of the Company’s share purchase options as of
November 4, 2013 are as follows:

Number Exercise Price

outstanding Vested per Share (C$) Expiry Date
505,000 505,000 $2.25 June 16, 2014
140,000 140000 $220 July 6, 2014
200,000 200000 $2175 July 28, 2014
20,000 20000 $335 May 19, 2015
1,325,500 1325500 $3.40 November 26, 2015
91,000 60668 $630 August 25, 2016
1,099,000 374338 $635 November 25, 2016
150,000 o $11.78 December 21, 2017
3,530,500 2,625,506 3.51

A summary of Premier Royalty’s share purchase options which
are convertible into the Company’s common shares as of
November 4, 2013 are as follows:

Number Exercise Price

outstanding Vested per Share (C$) Expiry Date
402,133 402,133 $16.35 December 11, 2017
10,875 10875 $11.31 February 19, 2018
3,625 3625 $10.62 March 1, 2018
416,633 416,633  $16.17
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A summary of the Company’s warrants as of November 4, 2013 are as follows:

Pre-Consolidated Number of Post-Consolidated Shares to be Issued Adjusted
Number of Warrants Exercise Price Per Warrants on a Post Exercise Price Upon Exercise of the Exercise Price
on a Pre-consolidated Basis Warrant Consolidated Basis Per Warrant Warrants Per Share Expiry Date
SSL.WT 53,534,540 $0.60 - 10,706,908 $3.00 April 23, 2014
H W$1 .00 - - 3,932,520 $5.00 Octoberm1‘9, 2015'“
SSLWTB - 5002500 s1a00 5,002,500 $14.00  September7, 2017
....................................... ;3,197'139 . : 5,002'500 _19,6“'928 _ .

A summary of Premier Royalty’s warrants which are convertible into the Company’s
common shares as of November 4, 2013 are as follows:

Number outstanding Exercise Price per Share (C$) Expiry Date
449,682 $13.79 October 7, 2014

145000 """""""" $17.38

563303 """""""" $1207

.“.1‘“,;?“54,559 """""""" $13.79

108750 """""""" $1379

72500 """""""" $17.24 February 28, 2016
3,293,794 $13.73

The Company has 377,600 Restricted Share Rights (“‘RSRs”) outstanding, none of which had vested as at November 4, 2013.

Key Management Personnel Compensation

The remuneration of directors, those persons having authority and responsibility for
planning, directing and controlling activities of the Company are as follows:

3 Months Ended 3 Months Ended 9 Months Ended 9 Months Ended
In $000s Sep. 30, 2013 Sep. 30, 2012 Sep. 30, 2013 Sep. 30, 2012
Short-term employee salaries and benefits $ 424 $ 279 $ 1,285 $ 852
Share-based payments 526 291 2,262 994
Accelerated share-based payments arising on
L 37/8 - 573 -
termination and other severance costs
Total key management compensation expense $ 1,523 $ 570 $ 4,120 $ 1,846
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Financial Instruments

The Company’s financial instruments consist of cash, trade
receivables and other, investments, loan receivable, trade
and other payables and common share purchase warrants of
Premier Royalty. All financial instruments are initially recorded

at fair value.

CREDIT RISK The Company'’s credit risk is limited to cash,
trade receivables and other, and loan receivable in the ordinary
course of business. The Company sells gold exclusively to large
corporations with strong credit ratings and the balance of trade
and other receivables owed to the Company in the ordinary course

of business is not significant.

CURRENCY RISK The Company is exposed to the fluctuations of
the Canadian to U.S. dollar from time to time as it holds investments
denominated in the Canadian dollar. Based on the Company's
Canadian dollar denominated monetary assets and monetary
liabilities at September 30, 2013, a 10% increase or decrease of
the value of the Canadian dollar relative to the United States dollar
would decrease or increase net (loss) income by $3.9 million and

other comprehensive (loss) income by $0.8 million, respectively.

OTHER RISKS Sandstorm holds common shares, convertible
debentures, and warrants of other companies with a combined
market value as at September 30, 2013, of $14.1 million (December
31,2012 - $7.5 million). The daily exchange traded volume of these
shares, including the shares underlying the warrants, may not
be sufficient for the Company to liquidate its position in a short
period of time without potentially affecting the market value of the
shares. The Company is not subject to significant interest rate or
other price risks and the Company'’s exposure to these risks has

not changed significantly from the prior year.

Risks to Sandstorm

The primary risk factors affecting the Company are set forth
below. For additional discussion of risk factors, please refer to
the Company’s annual information form dated February 18,

2013, which is available on www.sedar.comv.

RISKS RELATING TO MINERAL PROJECTS To the extent
that they relate to the production of gold from, or the operation
of, the Aurizona Mine, the Serra Pelada Mine, the Santa Elena
Mine, the Deflector Mine, the Ming Mine, the Black Fox Mine, the
Bachelor Lake Mine, the Premier Royalty portfolio of royalties,
the Hugo North Extension and Heruga projects, the Mt. Hamilton
Project, the Gualcamayo Mine, the Emigrant Springs Mine, MWS,

and the Bracemac-McLeod Mine (the “Mines”), the Company will

be subject to the risk factors applicable to the operators of such
Mines. Whether the Mines will be commercially viable depends on a
number of factors, including cash costs associated with extraction
and processing, the particular attributes of the deposit, such as
size, grade and proximity to infrastructure, as well as metal prices
which are highly cyclical and government regulations, including
regulations relating to prices, taxes, royalties, land tenure, land use,
importing and exporting of minerals and environmental protection.
The Mines are also subject to other risks that could lead to their
shutdown and closure including flooding and weather related events,
the failure to receive permits or having existing permits revoked,
as well as community or social related issues. The exact effect of
these factors cannot be accurately predicted, but the combination
of these factors may result in the Mines becoming uneconomic
resulting in their shutdown and closure. The Company is not entitled

to purchase gold if no gold is produced from the Mines.

NO CONTROL OVER MINING OPERATIONS : The Company has
no contractual rights relating to the operation or development of the
Mines. Except for any payments which may be payable in accordance
with applicable completion guarantees or cash flow guarantees,
the Company will not be entitled to any material compensation if
these mining operations do not meet their forecasted gold produc-
tion targets in any specified period or if the Mines shut down or
discontinue their operations on a temporary or permanent basis.
The Mines may not commence commercial production within the
time frames anticipated, if at all, and there can be no assurance
that the gold production from such properties will ultimately
meet forecasts or targets. At any time, any of the operators of the
Mines or their successors may decide to suspend or discontinue
operations. The Company is subject to the risk that the Mines shut
down on a temporary or permanent basis due to issues including,
but not limited to economics, lack of financial capital, floods, fire,
mechanical malfunctions, social unrest, expropriation and other
risks. These issues are common in the mining industry and can

occur frequently.

GOVERNMENT REGULATIONS | The Mines are subject to various
foreign laws and regulations governing prospecting, exploration,
development, production, exports, taxes, labour standards, waste
disposal, protection and remediation of the environment, reclama-
tion, historic and cultural resources preservation, mine safety
and occupation health, handling, storage and transportation of
hazardous substances and other matters. It is possible that the
risks of expropriation, cancellation or dispute of licenses could

result in substantial costs, losses and liabilities in the future. The
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costs of discovering, evaluating, planning, designing, developing,
constructing, operating and closing the Mines in compliance with
such laws and regulations are significant. It is possible that the
costs and delays associated with compliance of such laws and
regulations could become such that the owners or operators of the
Mines would not proceed with the development of or continue to
operate the Mines. Moreover, it is possible that future regulatory
developments, such as increasingly strict environmental protection
laws, regulations and enforcement policies thereunder, and claims
for damages to property and persons resulting from the Mines could

result in substantial costs and liabilities in the future.

INTERNATIONAL OPERATIONS i The Aurizona Mine and the
Serra Pelada Mine are located in Brazil, the Santa Elena Mine is
located in Mexico, the Emigrant Springs Mine and the Mt. Hamilton
Project are located in the United States of America, the Deflector
Mine is located in Australia, the Gualcamayo Mine is located
in Argentina, MWS is located in South Africa, the Hugo North
Extension and Heruga projects are located in Mongolia, and each
of the Ming Mine, the Black Fox Mine, Bachelor Lake Mine, and
the Bracemac-McLeod Mine are located in Canada and as such,
the Mines are exposed to various levels of political, economic
and other risks and uncertainties. These risks and uncertainties
include, but are not limited to, terrorism, hostage taking, military
repression, crime, political instability, currency controls, extreme
fluctuations in currency exchange rates, high rates of inflation,
labour unrest, the risks of war or civil unrest, expropriation and
nationalization, renegotiation or nullification of existing conces-
sions, licenses, permits, approvals and contracts, illegal mining,
changes in taxation policies, restrictions on foreign exchange and
repatriation, and changing political conditions, and governmental
regulations. Changes, if any, in mining or investment policies or
shifts in political attitude in Mexico, Brazil, Mongolia, the United
States of America, Australia, French Guiana or Canada may adversely
affect the operations or profitability of the Mines in these countries.
Operations may be affected in varying degrees by government
regulations with respect to, but not limited to, restrictions on
production, price controls, export controls, currency remittance,
income taxes, expropriation of property, foreign investment,
maintenance of claims, environmental legislation, land use, land
claims of local people, water use, mine safety and the rewarding
of contracts to local contractors or require foreign contractors
to employ citizens of, or purchase supplies from, a particular
jurisdiction. Any changes or unfavorable assessments with respect
to (i) the validity, ownership or existence of the Entrée conces-

sions; as well as (ii) the validity or enforceability of Entrée’s joint

venture agreement with Oyu Tolgoi LLC may adversely affect the
Company'’s profitability or profits realized under the Entrée Gold
Stream. The Serra Pelada Gold Stream cash flow or profitability
may be adversely impacted if the Cooperative de Mineracao dos
Garimpeiros de Serra Pelada, which hold a 25% interest in the
Serra Pelada Mine, take any unfavourable actions. A failure to
comply strictly with applicable laws, regulations and local practices
relating to mineral right applications and tenure, could result in
loss, reduction or expropriation of entitlements, or the imposition
of additional local or foreign parties as joint venture partners with
carried or other interests. The occurrence of these various factors
and uncertainties cannot be accurately predicted and could have

an adverse effect on the Mines.

INCOME TAXES | The Company has a subsidiary in Barbados,
Sandstorm Gold (Barbados) Limited, which entered into Gold
Streams in connection with the Aurizona and Santa Elena transac-
tions. No assurance can be given that new taxation rules will not
be enacted or that existing rules will not be applied in a manner
which could result in the Company’s past and future profits being
subject to increased level of income tax. The Company’s international
transactions have not yet been reviewed by the Canada Revenue
Agency, and should such transactions be reviewed no assurances
can be given that the tax matters will be resolved favorably. The
Company’s Gold Streams and royalties in connection with Serra
Pelada, Black Fox, Ming, Defector, Hugo North Extension and
Heruga, MWS, Emigrant Springs, Bachelor Lake, Mt. Hamilton and
Bracemac-McLeod transactions have been entered into directly
by Canadian based subsidiaries and will therefore, be subject to
Canadian, and/or U.S. taxation, as the case may be. The Gualcamayo
NSR was entered into through an Argentinian subsidiary and
therefore, may subject to Canadian, and/or Argentinian taxation,

as the case may be.

GOLD PRICES The price of the common shares, warrants, and
the Company'’s financial results may be significantly adversely
affected by a decline in the price of gold. The price of gold fluctuates
widely, especially in recent years, and is affected by numerous
factors beyond the Company’s control, including but not limited to,
the sale or purchase of gold by various central banks and financial
institutions, interest rates, exchange rates, inflation or deflation,
fluctuation in the value of the U.S. dollar and foreign currencies,
global and regional supply and demand, and the political and
economic conditions of major gold-producing countries throughout
the world. In the event that the prevailing market price of gold is
less than $504 per ounce in the case of the Brigus Gold Stream,
$500 per ounce in the case of the Bachelor Lake Gold Stream, $500
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per ounce in the case of Deflector Gold Stream, $400 per ounce in
the case of the Aurizona Gold Stream, $400 per ounce in the case
of the Serra Pelada Gold Stream, $400 per ounce in the case of the
Summit Gold Stream, $350 per ounce in the case of the Santa Elena
Gold Stream, $350 per ounce in the case of the Bracemac-McLeod
Gold Stream, and $220 per ounce in the case of the Hugo North
Extension and Heruga Gold Stream, the purchase price will be the
then prevailing market price per ounce of gold and the Company will
not generate positive cash flow or earnings on those Gold Streams.
Furthermore, if the gold price drops below the cost of producing gold
at the Mines, then the Mines may not produce any gold. As a result,

the Company will not be entitled to purchase any gold.

PLATINUM PRICES | The price of the common shares and the
Company'’s financial results may be significantly adversely affected
by a decline in the price of platinum. The price of platinum fluctuates
widely, and is affected by numerous factors beyond the Company’s
control such as international, economic and political trends, expecta-
tions for inflation, currency exchange fluctuations, interest rates,
global or regional consumption patterns, speculative activities and
worldwide production levels. The effect of these factors cannot be
accurately predicted. The price of platinum has fluctuated widely in

recent years.

SOLVENCY RISK

Company'’s financial results may be significantly affected by Luna,

The price of the common shares and the

Colossus, Brigus, SilverCrest, Metanor, Rambler, Entrée, Glencore,
Mutiny, Santa Fe, Solitario, AngloGold, Newmont, Yamana, the
operators underlying Premier Royalty's portfolio of royalties and
Canadian Zinc's ability to continue as a going concern and access to
capital. The lack of access to capital could result in these companies
entering bankruptcy proceedings and as a result, Sandstorm may not

be able to realize any value from its respective streams or royalties.

Other

CRITICAL ACCOUNTING ESTIMATES : The preparation of financial
statements in conformity with IFRS requires management to make
estimates and assumptions that affect the reported amount of assets
and liabilities and disclosure of contingent liabilities at the date of
the financial statements, and the reported amounts of revenues and
expenditures during the periods presented. Note 3 of the Company’s
2012 annual consolidated financial statements describes all of the

significant accounting policies.

INTERNAL CONTROLS OVER FINANCIAL REPORTING | The
Company’s management is responsible for establishing and maintain-
ing adequate internal control over financial reporting. Any system of
control over financial reporting, no matter how well designed, has
inherent limitations. Therefore, even those systems determined to

be effective can provide only reasonable assurance with respect to

financial statement preparation and presentation. The Company'’s
officers and management are also responsible for establishing and
maintaining disclosure controls and procedures for the Company.
These disclosure controls and procedures are designed to provide
reasonable assurance that any information required to be disclosed
by the Company under securities legislation is recorded, processed,
summarized and reported within the applicable time periods and to
ensure that required information is gathered and communicated to
the Company’s management so that decisions can be made about

timely disclosure of that information.

Aside from the acquisition described below, during the quarter ended
September 30, 2013, there were no changes in the Company’s internal
controls over financial reporting that materially affected, or would

be reasonably likely to materially affect, such controls.

During the nine months ended September 30, 2013, the Company
acquired a 59.9% interest in Premier Royalty and as such, the Com-
pany’s officers and management have limited the scope of the design
of the disclosure controls and procedures and the internal controls
over financial reporting to exclude controls, policies and procedures
of Premier Royalty. Premier Royalty’s financial statements constitute
35% and 17% of current and non-current assets, 51% and 100% of
current and non-current liabilities, 97% of royalty revenue and 1% of

the net income for the nine month period ended September 30, 2013.

Changes In Accounting Policies

ADOPTION OF ACCOUNTING POLICIES i The International

Accounting Standards Board ("IASB") issued a number of new and
revised accounting standards which are effective for annual periods
beginning on or after January 1, 2013, with early adoption permitted.

These standards include the following:

L |FRS 10, Consolidated Financial Statements;
5 |FRS 11, Joint Arrangements;
L |FRS 12, Disclosure of Interests in Other Entities;

L |FRS 13, Fair Value Measurement;

v

Amended IAS 27, Separate Financial Statements; and

v

Amended IAS 28, Investments in Associates and Joint Ventures.

In June 2011, the IASB also issued amended IAS 1, Presentation of
Financial Statements, which is effective for annual periods beginning
on or after July 1, 2012.

Effective January 1, 2013, the Company adopted all of the above
standards. The adoption of these standards did not have a material

impact on the consolidated financial statements.
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This MD&A and any exhibits attached
hereto and incorporated herein, if any,
contain “forward-looking statements”,
within the meaning of the U.S. Securities
Act of 1933, as amended, the U.S. Securi-
ties exchange Act of 1934, as amended, the
united States Private Securities Litiga-
tion Reform Act of 1995, and applicable
Canadian and other securities legislation,
concerning the business, operations and
financial performance and condition of
Sandstorm. Forward-looking information
is provided as of the date of this MD&A
and Sandstorm does not intend, and does
not assume any obligation, to update this
forward-looking information, except as

required by law.

FORWARD LOOKING STATEMENTS

Generally, forward-looking information can be identified by the use of forward-looking terminology

such as “plans”, “expects” or “does not expect”, “is expected”, “budget”, “scheduled”, “estimates”,

"o " ow

“forecasts”, “intends”, “anticipates” or “does not anticipate”, or “believes”, or variations of such words

" ou "o« "o

and phrases or statements that certain actions, events or results “may”, “could”, “would”, “might”

or “will be taken”, “occur” or “be achieved”. Forward-looking information is based on reasonable
assumptions that have been made by Sandstorm as at the date of such information and is subject to
known and unknown risks, uncertainties and other factors that may cause the actual results, level of
activity, performance or achievements of Sandstorm to be materially different from those expressed
or implied by such forward-looking information, including but not limited to: the impact of general
business and economic conditions; delays in the construction of the Serra Pelada Mine, Ming Mine, the
Deflector Mine, the Gualcamayo Mine, the Emigrant Springs Mine, MWS, the Hugo North Extension
and Heruga deposits, the mines underlying the Premier Royalty portfolio of royalties, the Bachelor
Lake Mine, Mt. Hamilton mine, or the Bracemac-McLeod Mine; the absence of control over mining
operations from which Sandstorm will purchase gold and risks related to those mining operations,
including risks related to international operations, government and environmental regulation, actual
results of current exploration activities, conclusions of economic evaluations and changes in project
parameters as plans continue to be refined; problems inherent to the marketability of minerals;
industry conditions, including fluctuations in the price of metals, fluctuations in foreign exchange
rates and fluctuations in interest rates; government entities interpreting existing tax legislation or
enacting new tax legislation in a way which adversely affects Sandstorm; stock market volatility;
competition; as well as those factors discussed in the section entitled “Risks to Sandstorm” herein
and those risks described in the section entitled “Risk Factors” contained in Sandstorm’s most recent
Annual Information Form for the year ended December 31, 2012 available at www.sedar.com and

www.sec.gov and incorporated by reference herein.

Forward-looking information in this MD&A includes, among other things, disclosure regarding:
Sandstorm’s existing ten Gold Streams and five royalties as well as its future outlook, the mineral
reserve and mineral resource estimates for each of the Aurizona Mine, the Serra Pelada Mine, the
Gualcamayo Mine, the Emigrant Springs Mine, MWS, the Santa Elena Mine, the Ming Mine, the Black
Fox Mine, the Deflector Mine, the Hugo North Extension and Heruga deposits, the mines underlying
the Premier Royalty portfolio of royalties, the Bachelor Lake Mine, the Mt. Hamilton Mine and the
Bracemac-McLeod Mine. Forward-looking information is based on assumptions management believes
to be reasonable, including but not limited to the continued operation of the mining operations from
which Sandstorm will purchase gold, no material adverse change in the market price of commodities,
that the mining operations will operate in accordance with their public statements and achieve their

stated production outcomes, and such other assumptions and factors as set out therein.

Although Sandstorm has attempted to identify important factors that could cause actual actions,
events or results to differ materially from those contained in forward-looking information, there may
be other factors that cause actions, events or results not to be as anticipated, estimated or intended.
There can be no assurance that such information will prove to be accurate, as actual results and
future events could differ materially from those anticipated in such information. Accordingly, readers

should not place undue reliance on forward-looking information.
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CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

FINANCIAL POSITION

Expressed in U.S. dollars ($000s) unaudited

ASSETS Note September 30, 2013 December 31, 2012

Current
Cash and cash euquivalents $ ........ s 127,359
W'i'.r:éde receivablé§ andother e 381
Onventory a3 :
Wls}bmissory note N 15,000
“‘L;,‘an receivab[e“ ........................................ g — 000
......... H $ 97,846 % 146,740
“‘N‘;n_current ..................................................
qu.i‘neral interest; and royalties 6 294592 """" 185,000
Investments 7 B T R 7,542
.Nbéferred financiﬁg costs s 1651 """"" 618
Loan receivable 6 1000 -
.Nbéferred incomé‘ taxassets 1603 """" 386
Other et eee e ARt senssnesscssressescessee 1054 ........ o

Total assets $ 420,869 $ 341,427

LIABILITIES

Current
W'i'“ruade and other"payables $ ............................ 2,664 s 1,247
..“I(/i.i‘neral interest"payable 6 N 4,000
W(“,;mmon share éurchase warrants - Premit;r Royalty 6 1,151 """"" -
......... H H $ 3815 % 5,247
'“'N;n_current ..................................................
.Nbéferred incomé‘ wxliabilty 6848 """" -
......... - : : —

EQUITY

Share capital 9 $ 359,323 $ 281,495
Reserves o ok /7N 26,852
Wé;tained earninés .......................... ( 2846) """" 27,669
W.A:‘;cumulated otHer comprehensive (loss) inucome ...................... (10984) """" 164
m%‘tal equity attr'i‘butable to shareholders ofHSandstorm $ 372,867 % 336,180
W'i'.(‘)“tal equity attr'i‘butable to non-controlling'interests .......................... 37339 """" -
......... H H $ 410,206 336,180

Total liabilities and equity $ 420,869 $ 341,427
Contractual obligations (Note 14)
Subsequent event (Note 5) ON BEHALF OF THE BOARD:

“Nolan Watson”, Director

“David DeWitt”, Director

- The accompanying notes are an integral part of these condensed consolidated interim financial statements -
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CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (LOSS) INCOME Expressed in U.S. dollars ($000s) unaudited
3 Months Ended 3 Months Ended 9 Months Ended 9 Months Ended

Note Sep. 30, 2013 Sep. 30, 2012 Sep. 30, 2013 Sep. 30, 2012

Sales 15 $

Royalty revenue 15 2,681 - 6,785 -
$ 15,352  $ 15,102 % 44,069 $ 43,520

Cost of sales, excluding depletion 4,118 3,701 10,900 8,956
Depletion 6,170 3,608 17,023 11,593
Total cost of sales $ 10,288 $ 7,309 $ 27,923 $ 20,549
Gross profit 5,064 7,793 16,146 22,971

Expenses and other (income)

Administration expenses ' 1" 3,622 1,349 9,747 3,896
e ] VOH ............................................ ]3]]‘89]581
A (32) ....................................... 1 '437 ........................................... 1 93 ....................................... ]’545
N 7 ............... ( 387) ....................................... (]73) ...................................... 3‘362 ............................................. 45
" (329)_ ....................................... (735) .......................................... (49)
- 310 ........................................... ]M ........................................... 935 .......................................... 472
R — o 216 .......................................... (87)
oot et 5 __29985_
Umeratmereet mpmmmen 6 .............. 3 '166_ ...................................... 3’166_
(Loss) income before taxes $ (2,297) $ 4,908 $ (32,614) $ 16,568
e o ey e 1 0 .............. (286) ............................................. 47 ................................... (1’222) ...................................... 2’008
Net (loss) income for the period $ (2,011) $ 4,861 $ (31,392) $ 14,560

Net (loss) income attributable to

Shareholders of Sandstorm (1,539) 4,861 (30,515) 14,560
Non-controlling interests (472) - (877) -
Net (loss) income for the period (2,011) 4,861 (31,392) 14,560
Basic (loss) earnings per share $ 0.02) $ 0.06 $ 0.33) $ 0.20
Diluted (loss) earnings per share $ 0.02) $ 005 $ (0.33) $ 0.17

Weighted average number of
common shares outstanding

Basic 9 (f) 94,690,755 74,795,092 92,877,369 71,579,331

Diluted 9 (f) 94,690,755 89,490,161 92,877,369 85,465,666

Equity settled stock based compensation (a non-cash
item) is included in administration expenses.

- The accompanying notes are an integral part of these condensed consolidated interim financial statements -
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CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS COMPREHENSIVE INCOME Expressed in U.S. dollars ($000s) unaudited
3 Months Ended 3 Months Ended 9 Months Ended 9 Months Ended

Note Sep. 30, 2013 Sep. 30, 2012 Sep. 30, 2013 Sep. 30, 2012

Net (loss) income for the period $ 2,011) $ 4,861 $ (31,392) $ 14,560

Other comprehensive income (loss) for the period

Items that may subsequently be re-classified
to net income or loss:

Currency translation differences 1,378 - (2,852) -

Items that will not subsequently be re-classified
to net income or loss:

Unrealized loss on investments 7 (3,824) (157) (9,451) (373)
Total other comprehensive (loss) income for the period (2,446) (157) (12,303) (373)
Total comprehensive (loss) income for the period $ (4,457) $ 4,704 $ (43,695) $ 14,187

Total other comprehensive (loss) income
attributable to:

Shareholders of Sandstorm

Non-controlling interests

$
Total comprehensive (loss) income attributable to:
Shareholders of Sandstorm (4,543) 4,704 (41,663) 14,187
Non-controlling interests 86 - (2,032) -
Total comprehensive (loss) income for the period $ (4,457) $ 4,704 $ (43,695) $ 14,187

- The accompanying notes are an integral part of these condensed consolidated interim financial statements -
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CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

CASH FLOWS

Expressed in U.S. dollars ($000s) unaudited

Cash flow from (used in):

Note

3 Months Ended
Sep. 30, 2013

3 Months Ended
Sep. 30, 2012

9 Months Ended
Sep. 30, 2013

9 Months Ended

Sep. 30, 2012

Operating activities

Net (loss) income for the period $ 2,011) $ 4,861 $ (31,392) 14,560
Items not affecting cash: .
R e e 29985 e
e
» Mineral interest impairment 3166 .............. 3166 ........................
» Deferred income tax (recovery) expense (1075) ........ 47 (2309) ............ 2008
» Share-based payment 1,425 395 3663 1,325
» Loss (gain) on revaluation of investments ' 7 ....... ( 404) (172) 3357 ............ (44)
» Unrealized foreign exchange loss - 1430 ..... 273 ............ 1518
Changes in non-cash working capital - 12 ...... 1 136 318 (236) ............ (121)
$ 8,577 $ 10,598 $ 24,082 31,124
S R '
Acquisition of mineral interests and royalties 6 ...... (2885) (60088) (68202) ............ (78940)
Acquisition of investments and other assets 7 ...... (1657) (4843) (1 6283) ............ (7073)
E:‘:;Tsf:r‘;a:gf:) recelved from 6 - (15,000) 15,000 (15,000)
Loan issuance . (10,000 a0000) (4,000)
Proceeds on disposal of investments 7 - 2706 . 9392
eared o g mitlon S - - 4057 -
................. $ (14,542) $ (77,225) $ (65,386) (95,621)
R R
:;Z?t?e::aonrlslzercise of warrants, options, and 5,351 155,196 10,948 166,059
Share issue costs e 76) 8,114 @52 ®114)
Deferred financing costs 8 . - (1353) ............ (893)
$ 5,275 $ 147,082 $ 9,343 157,052
Effect of exchange rate changes oncash 235 (1,428) g9 (1,515)
'c\'ae:h(i:zrii:f:;t'gcrease " cash and (455) 79,027 (33,770) 91,040
Cash and cash equivalents - beginning of the period - 1 2 ..... 94,044 25,086 127,359 ............ 13,073
Cash and cash equivalents - end of the period 12 $ 93,589 $ 104,113 $ 93,589 104,113

- The accompanying notes are an integral part of these condensed consolidated interim financial statements -
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CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS CHANGES IN EQUITY Expressed in U.S. dollars ($000s) unaudited
Share Capital Reserves
Accumulated
Share  Compen- Retained Other Compre- Non-
Share Purchase sation Earnings  hensive Income  controlling
Note Number Amount Options Warrants ~ Warrants (Deficit) (Loss) interest Total
At January 1, 2012 66,340,014  $ 125,466 | $ 2,633 $ 17,444 $ 358 [ $ 5742 % 315 - $ 151,958
Shares issued 15,007,500 145,607 - 7,875 - - - - 153,482
Compensation warrants
X 245,510 529 - 234 (358) - - - 405
exercised
Options exercised 9 (b) 305,000 862 (182) - - - - - 680
Share based payment - - 1,325 - - - - - 1,325
Share issue costs (net
- (6,037) - - - - - - (6,037)
of tax)
Shares issued on
. 9 (c) 3,830,647 14,152 - (2,660) - - - - 11,492
exercise of warrants
Total comprehensive
, - - - - - 14,560 (373) - 14,187
income
At September 30, 2012 85,728,671 $ 280,579 | $ 3,776 $ 22,893 § -1$ 20302 $ (58) - $ 327,492
Options exercised 108,000 294 A7) - - - 277
Share based payment - - 380 - - - - - 380
Share issue costs - (87) - - - - - - (87)
Shares issued on
, 173,217 709 - (180) - - - - 529
exercise of warrants
Total comprehensive
, - - - - - 7,367 222 - 7,589
income
At December 31, 2012 86,009,888 $ 281,495 | $ 4,139 $ 22,713 $ -1 $ 27,669 $ 164 - $ 336,180
Shares issued on
. 9 (c) 3,608,669 13,334 - (2,508) - - - - 10,826
exercise of warrants
Options exercised 9 (b) 36,500 130 (8) - - - - - 122

Special Warrants
issued on acquisition of - 64,394 - - - 37,384 101,778
Premier Royalty

Shares issued on

exercise of Special 5,604,278 64,394 - (64,394) - - - S
Warrants
Share issue costs

- (30) - - - - - - (30)
(net of tax of $222)
Share based payment - - - 3,038 - - - 625 3,663
Dilution of controlling
interest in Premier - - - - - - - 1,362 1,362
Royalty
Net(loss) for the period - - - - - (30,515) - (877) (31,392)
Other comprehensive

- - - - - (11,148) (1,155) (12,303)
loss
At September 30, 2013 95,259,335 $ 359,323 | $§ 4,131 $ 23,243 $ - (2,846) $ (10,984) 37,339 $ 410,206

- The accompanying notes are an integral part of these condensed consolidated interim financial statements -



Condensed Consolidated Interim

Financial Statements

September 30, 2013
Expressed in U.S. dollars — unaudited

Nature Of Operations

Sandstorm Gold Ltd. was incorporated under the Business Corporations Act of British Columbia on March 23, 2007 under the name
Sandstorm Resources Ltd. Effective February 17, 2011, the Company changed its name to Sandstorm Gold Ltd. Sandstorm Gold
Ltd. and its subsidiary entities ("Sandstorm" or the "Company") is a resource-based company that seeks to acquire gold and other
precious metal purchase agreements (“Gold Streams”) from companies that have advanced stage development projects or operating
mines. In return for making an upfront payment to acquire a Gold Stream, Sandstorm receives the right to purchase, at a fixed price
per unit, a percentage of a mine’s production for the life of the mine.

The head office, principal address and registered office of the Company are located at Suite 1400, 400 Burrard Street, Vancouver,
British Columbia, V6C 3Aé.

These consolidated financial statements were authorized for issue by the Board of Directors of the Company on November 4, 2013.

Basis Of Presentation

A i STATEMENT OF COMPLIANCE | These condensed consolidated interim financial statements, including comparatives, have
been prepared in accordance with International Accounting Standards (“IAS”) 34 ‘Interim Financial Reporting using accounting policies
in accordance with International Financial Reporting Standards as issued by the International Accounting Standards Board (“IFRS”).
These condensed consolidated interim financial statements have been prepared on the basis of accounting policies and methods
of computation consistent with those applied in the Company’s annual December 31, 2012 consolidated financial statements and

those listed below and in note 3.

Business Combinations : On the acquisition of a business, the acquisition method of accounting is used, whereby the purchase
consideration is allocated to the identifiable assets and liabilities on the basis of fair value at the date of acquisition. Provisional
fair values allocated at a reporting date are finalized as soon as the relevant information is available, within a period not to exceed
twelve months from the acquisition date with retroactive restatement of the impact of adjustments to those provisional fair values

effective as at the acquisition date. Incremental costs related to acquisitions are expensed as incurred.

When the amount of purchase consideration is contingent on future events, the initial cost of the acquisition recorded includes
an estimate of the fair value of the contingent amounts expected to be payable in the future. When the fair value of contingent
consideration as at the date of acquisition is finalized before the purchase price allocation is finalized, the adjustment is allocated
to the identifiable assets and liabilities acquired. Subsequent changes to the estimated fair value of contingent consideration are
recorded in the condensed consolidated interim statement of income.

When the cost of the acquisition exceeds the fair values of the identifiable net assets acquired, the difference is recorded as goodwill.
If the fair value attributable to the Company’s share of the identifiable net assets exceeds the cost of acquisition, the difference is
recognized as a gain in the condensed consolidated interim statement of income.

Non-controlling interests represent the fair value of net assets in subsidiaries, as at the date of acquisition, which are not held by

the Company and are presented in the equity section of the condensed consolidated statement of financial position.
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Goodwill i The Company allocates goodwill arising from business combinations to each cash-generating unit or group of cash-
generating units that are expected to receive the benefits from the business combination. Irrespective of any indication of impairment,
the recoverable amount of the cash-generating unit or group of cash-generating units to which goodwill has been allocated is tested
annually for impairment and when there is an indication that the goodwill may be impaired. Any impairment is recognized as an
expense immediately. Any impairment of goodwill is not subsequently reversed.

Mineral Interests And Royalties Agreements for which settlements are called for in gold or platinum, the amount of which is
based on production at the mines and capitalized on a property by property basis, are recorded at cost less accumulated depletion
and impairment loss, if any.

Producing mineral interests are depleted using the units-of-production method over the life of the property to which the interest
relates, which is estimated using available information of proven and probable reserves and the portion of resources expected to be
classified as mineral reserves at the mine corresponding to the specific agreement. For those mineral interests that have commenced
production, all costs associated with mineral interests are depleted and no amounts would remain classified as non-depletable.

The acquisition costs of acquired resources and exploration potential is recorded as an asset (non-depletable interest) on the
acquisition date. The value of the exploration potential is classified as non-depletable and accounted for in accordance with IFRS
6 Exploration and Evaluation of Mineral Resources until such time as the technical feasibility and commercial viability have been
established at which point the value of the exploration potential is classified as either depletable or non-depletable in accordance
with IAS16, Property, Plant and Equipment.

Revenue Recognition : Revenue from the sale of precious metals is recognized when persuasive evidence of an arrangement
exists, title and risk passes to the buyer, collection is reasonably assured and the price is reasonably determinable. Selling prices
are determined at the point revenue is recognized by reference to active and freely traded commodity markets, for example the
London Bullion Market for commodities, in an identical form to the product sold. Revenue from the sale of gold may be subject
to adjustment upon final settlement of estimated metal prices, weights, and assays. Provisionally-priced revenues are initially
recognized based on forward prices. Adjustments to revenue from metal prices are recorded monthly and other adjustments are
recorded on final settlement and are offset against revenue when incurred.

Royalty revenue is recognized based upon amounts contractually due pursuant to the underlying royalty agreement. Specifically,
revenue is recognized in accordance with the terms of the underlying royalty agreements subject to (i) the pervasive evidence of
the existence of the arrangements; (ii) the risks and rewards having been transferred; (iii) the royalty being fixed or determinable;
and (iv) the collectability of the royalty being reasonably assured.

B | BASIS OF PRESENTATION | These condensed consolidated interim financial statements have been prepared on a historical
cost basis except for certain financial instruments which are measured at fair value.

The condensed consolidated interim financial statements are presented in United States dollars, and all values are rounded to the
nearest thousand except as otherwise indicated.

3. Adoption of Accounting Policies

The International Accounting Standards Board ("IASB") issued a number of new and revised accounting standards which are effective for

annual periods beginning on or after January 1, 2013, with early adoption permitted. These standards include the following:
- IFRS 10, Consolidated Financial Statements;

5 IFRS 11, Joint Arrangements;

T

IFRS 12, Disclosure of Interests in Other Entities;

T

IFRS 13, Fair Value Measurement;
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- Amended IAS 27, Separate Financial Statements; and
5 Amended IAS 28, Investments in Associates and Joint Ventures.

In June 2011, the IASB also issued amended IAS 1, Presentation of Financial Statements, which is effective for annual periods beginning

on or after July 1, 2012.

Effective January 1, 2013, the Company adopted all of the above standards. The adoption of these standards did not have a material impact

on the condensed consolidated interim financial statements.

4. Financial Instruments

FAIR VALUE ESTIMATION : The fair value hierarchy establishes three levels to classify the inputs of valuation techniques used
to measure fair value. The three levels of the fair value hierarchy are described below:

Level 1 | Unadjusted quoted prices in active markets that are accessible at the measurement date for identical, unrestricted assets
or liabilities. Investments in common shares and warrants held that have direct listings on an exchange are classified as Level 1.

Level 2 | Quoted prices in markets that are not active, quoted prices for similar assets or liabilities in active markets, or inputs
that are observable, either directly or indirectly, for substantially the full term of the asset or liabilities. Investments in warrants
and convertible debt instruments held that are not listed on an exchange are classified as Level 2.

Level 3 | Prices or valuation techniques that require inputs that are both significant to fair value measurement and unobservable

(supported by little or no market activity).

The following table sets forth the Company's financial assets and liabilities measured at fair value on a recurring basis by level
within the fair value hierarchy. As required by IFRS 13, assets and liabilities are classified in their entirety based on the lowest level

of input that is significant to the fair value measurement.

Quoted prices in

active markets for Significant other
identical assets observable inputs Unobservable inputs
In $000s Total (Levell) (Level 2) (Level 3)
Long-term investments
- common shares held $ 7.453 3 9.453 % -8 )
Long-term investments 275 B 275 B
- warrants held
Long-term investments
- convertible debt 4,395 ) 4,395 )
$ 14,123 $ 9,453 $ 4,670 $

Common share purchase
warrants- Premier Royalty

The fair value of the Company's other financial instruments which include cash, trade receivables and other, loan receivable, trade

and other payables, and mineral interest payable approximate their carrying value at September 30, 2013.

CURRENCY RISK | Financial instruments that impact the company’s net (loss) income or other comprehensive (loss) income due
to currency fluctuations include: cash and cash equivalents, trade receivables and other, investments and trade and other payables
and common share purchase warrants denominated in Canadian dollars. Based on the Company's Canadian dollar denominated
monetary assets and monetary liabilities at September 30, 2013, a 10% increase or decrease of the value of the Canadian dollar
relative to the United States dollar would decrease or increase net (loss) income by $3.9 million and other comprehensive (loss)

income by $0.8 million, respectively.
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5. Acquisition of Premier Royalty

During the three months ended September 30, 2013, the Company entered into an arrangement agreement (the “Arrangement Agreement”)
which subsequently closed on October 4, 2013, pursuant to which Sandstorm acquired 40.1% of the common shares of Premier Royalty Inc.
(“Premier Royalty”) and when combined with its existing position of 59.9% results in Sandstorm owning 100% of the outstanding common
shares in the capital of Premier Royalty. Under the Arrangement Agreement, Premier Royalty shareholders received 4,618,109 common
shares of Sandstorm (the “Sandstorm Shares”) on the basis of 0.145 of a Sandstorm Share for each Premier Royalty common share held
for a total value of approximately $23.3 million. As the Company already consolidates the operations of Premier Royalty, the difference
between the consideration and the non-controlling interest will result in an adjustment to equity on the date the transaction closed.

In accordance with the terms of the outstanding warrants to acquire Premier Royalty Shares (each, a “Premier Royalty Warrant”), each
holder of a Premier Royalty Warrant outstanding immediately prior to the effective time of the Arrangement Agreement will receive on
subsequent exercise of such holder’s Premier Royalty Warrant, in accordance with its terms, for the same aggregate consideration payable
for such warrant, 0.145 of a Sandstorm Share.

In addition, in accordance with the terms of the outstanding options to acquire Premier Royalty Shares (each, a “Premier Royalty Option”),
each holder of a Premier Royalty Option outstanding immediately prior to the effective time of the Arrangement Agreement will receive on
subsequent exercise of such holder’s Premier Royalty Option, in accordance with its terms, for the same aggregate consideration payable
for such option, 0.145 of a Sandstorm Share.

Prior to obtaining 100% of the common shares of Premier Royalty, in January 2013 and through a series of transactions, the Company
acquired 46,678,221 common shares and 6,965,676 warrants of Premier Royalty (Note 7), representing approximately 59.9% of the then
currently issued and outstanding shares. As part of these transactions, the Company entered into a share purchase agreement (the “Agree-
ment”) with Premier Gold Mines Ltd. (“Premier Gold"). Pursuant to the terms of the Agreement, Sandstorm issued Premier Gold 5,604,277
special warrants (“Special Warrants”) each being exercisable into one common share of Sandstorm. As at September 30, 2013, Premier
Gold had exercised all of the Special Warrants.

As a result of acquiring a controlling interest in Premier Royalty, the transaction was accounted for as a business combination. As such,
the Company is required to consolidate all the operating results of Premier Royalty post the acquisition date (January 30, 2013) and reflect
the consolidated financial results for both companies.

In accordance with IFRS 3 - Business Combinations, the total consideration of $90.2 million for 59.9% interest, consisting of (i) $25.8 mil-
lion cash and (ii) $64.4 million representing the fair value of the Special Warrants, which was allocated to the identifiable assets acquired,

liabilities assumed and non-controlling interest as follows:

Acquisition costs: January 30, 2013

604,277 Special Warrants $

Cash paid
$
Allocation of acquisition costs:
$
Non-controlling interest (37,384)

$ 90,206
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An income approach (being the net present value of expected future cash flows) was used to determine the fair values of the royalty
interests in mineral properties. Estimates of future cash flows are based on estimated future revenues and expected conversions of
resources to reserves at each of the mineral properties. The excess of the total consideration transferred and the non-controlling
interest over the identifiable assets acquired and the liabilities assumed has been recorded as goodwill. The non-controlling interest
was measured as the non-controlling interests’ proportionate share of Premier’s net identifiable assets.

The allocation of the purchase price is based on preliminary estimates and has not been finalized. The Company is currently in the
process of determining the fair values of identifiable assets acquired and liabilities assumed, measuring the associated deferred
income tax assets and liabilities and potential goodwill. The actual fair values of the assets and liabilities may differ materially from
the amounts disclosed in the preliminary purchase price allocation and are subject to change.

During the second quarter of 2013, the Company revised its preliminary estimate of the fair value of the royalty interest as at January
30, 2013. This resulted in a reduction of royalty interests, assets held for sale, deferred income tax liability and non-controlling
interest of $10.6 million, $4.3 million, $1.1 million and $5.5 million, respectively, and an increase in goodwill of $8.3 million. There
were no significant material changes to net loss as a result of these adjustments.

As a result of obtaining 100% of the common shares of Premier Royalty, Sandstorm adds a number of quality royalty assets to its
portfolio along with over $30.0 million in cash.

Goodwill impairment © In March 2013, the Company completed its annual impairment test for the goodwill which arose on
the purchase of a controlling interest in Premier Royalty and concluded the carrying value of the net assets acquired exceeded
the recoverable amount. The recoverable amount has been determined by the fair value less cost to sell method, using quoted
market prices for the common shares of Premier Royalty. An impairment charge of $30.0 million was recognized in the condensed
consolidated interim statement of income during the nine month period ended September 30, 2013 ($14.0 million was recognized
in the three months ended March 31, 2013).

A reconciliation of the goodwill for the period ended September 30, 2013 is set out below:

In $000s Carrying Amount
At December 31, 2012 $ -
Acquisition of Premier Royalty 30,919
Adjustment on currency translation (934)
Impairment charge (29,985)

At September 30, 2013 $ -
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6. Mineral Interests and Royalties
A i CARRYING AMOUNT

As of and for the nine months ended September 30, 2013:

Cost Accumulated Depletion
Foreign Inventory

exchange Depletion Carrying
In $000s Opening Additions  Impairment  translation Ending Opening Depletion  Adjustment Ending Amount
Aurizona, Brazil 21,500 2,784 - - 24,284 3,026 877 - 3,903 20,381
Bache[or Lake, Canada 2171 500 - - 2671 | 52 2753 28 3,673 18,998
Black L‘ox, Canada 37758 - - - 37758 | 8299 4378 125 12,802 24,956
Bracer}]ac_MCLEOd' ..............................................................
Canada 8,032 58 (3,166) - 4,924 - - - - 4,924
Coring,év . e o e e oo e e e i o
Deflec;or, Australia 24 6068 - - 6282 | - - - - 6,282
e North A
and Heruga, Mongolia i 40,402 ) B 40,402 - - - - 40,402
Ming, Elanada 20,068 - - - 20,068 | 3145 w73 198 3,716 16,352
0 H;}nilton’ Lo s e e e e e e e i o
o ls,‘nard’ S
Guiana - 5,084 - - 5,084 - - - - 5,084
PrairieHCreek, Canada - 3317 - - 3317 | - - - - 3,317
Premi;r e
interests in mineral - 73,274 - (844) 72,430 - 6,610 - 6,610 65,820
properties (note 5)
Santa 'I‘Elena, Mexico 13342 - - - 13342 | 4405 2032 295 6,732 6,610
Serra };’elada, Brazil 60,181 e - - 60,199 | - - - - 60,199
Summ'i‘t, US.A. 4063 - - - 4063 | 750 - - 740 3,323
Total 205,270 131,508 (3,166) (844) 332,768 20,269 17,023 886 38,176 294,592

As of and for the year ended December 31, 2012:

Cost Accumulated Depletion
Inventory
Depletion Carrying
In $000s Opening Additions Buyback Ending Opening Depletion  Adjustment Ending Amount
Aurizona, Brazil $ 19977 $ 1,523 % - $ 21500 | $ 1,328 $ 1,698 § - % 3,026| $ 18,474
Bachelor Lake, Canada 20,845 1,326 - 22,171 - 599 53 652 21,517
Black Fox, Canada 56,524 - (18,766) 37,758 2,614 5,659 25 8,299 29,458
Bracemac-McLeod,
32 8,000 - 8,032 - - - - 8,032
Canada
Coringa /Cuit Cuiu,
) - 7,893 - 7,893 - - - - 7,893
Brazil
Deflector, Australia - 214 - 214 - - - - 214
Ming, Canada 20,068 - - 20,068 - 3,145 - 3,145 16,923
Mt. Hamilton, U.S.A - 10,048 - 10,048 - - - - 10,048
Santa Elena, Mexico 13,342 - - 13,342 1,473 2,932 - 4,405 8,937
Serra Pelada, Brazil - 60,181 - 60,181 - - - - 60,181
Summit, U.S.A. 4,063 - - 4,063 454 286 - 740 3,323
Total $ 134,851 $ 89,185 $(18,766) $ 205,270 $ 5,869 $ 14,319 $ 78 $ 20,269 | $ 185,000
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B i ACQUISITIONS AND UPDATE

ACQUISITIONS | Premier Royalty © As aresult of acquiring a controlling interest in Premier Royalty (note 5), the Company has
consolidated Premier Royalty's mineral interest in the condensed consolidated interim financial statements. A number of the royalty
interests are summarized below:

5 1% NSR on gold produced from AngloGold Ashanti Limited’s Mine Waste Solutions tailings recovery project in the Republic
of South Africa;

5 1% NSR on certain mining claims which comprise the Thunder Creek deposit of the Timmins West mine and ancillary lands,

located in Timmins, Ontario;
5 1% NSR on Yamana Gold Inc.’s Gualcamayo gold mine, which is located in San Juan, Argentina; and
- 1.5% NSR on Newmont Mining Corporation’s Emigrant Springs project, which is located in Nevada, United States of America.

Prior to the Company acquiring a controlling interest in Premier Royalty, Premier Royalty issued warrants to purchase up to 1.0
million common shares of Premier Royalty at an exercise price of C$2.52 per Premier Royalty share, expiring on November 9, 2014,
The holder of the warrants has the right, on 30 days prior written notice, to require Premier Royalty to purchase for cancellation all
outstanding warrants for a price of C$1.25 per warrant prior to expiry. A financial liability has been recorded for the Premier Royalty
share purchase warrants and has been valued using an annual discount rate of 5% during its two year term.

Other Royalties During the nine months ended September 30, 2013, the Company acquired a 1.0% NSR on the Paul Isnard gold
project (“Paul Isnard” or the “Paul Isnard Project”) which is located in French Guiana and owned by Columbus Gold Corp. (“Columbus
Gold"). For consideration, Sandstorm made an upfront payment of $5.0 million to acquire the royalty. As part of the agreement,
Columbus Gold has provided Sandstorm with a right of first refusal on any future royalty or gold stream financing at the Paul Isnard
Project.

During the nine months ended September 30, 2013, the Company acquired a 1.2% precious metal NSR on the Prairie Creek project
(“Prairie Creek” or the “Prairie Creek Project”) located in the Northwest Territories, Canada and owned by Canadian Zinc Corpora-
tion (“Canadian Zinc”"). As consideration, Sandstorm has made a cash payment to Canadian Zinc of $3.2 million via a back-to-back
agreement with Sandstorm Metals & Energy Ltd. (“Sandstorm Metals & Energy”). In addition, Canadian Zinc has provided Sandstorm,
via a back-to-back agreement, with a right of first refusal on any future precious metal royalty or commodity stream financing for
the Prairie Creek Project.

UPDATES | Aurizona Mine | The Company has paid $4.3 million and agreed to contribute another $5.7 million in capital towards
the phase one production expansion project (“Phase 1 Expansion”) at Luna Gold Corp.'s (“Luna”) open-pit Aurizona mine (“Aurizona
Mine”). Sandstorm’s contribution will be equal to 17% of the capital costs incurred by Luna towards the Phase 1 Expansion to a
maximum contribution of $10.0 million.

In addition, the Company agreed to remit a $10.0 million loan to Luna in accordance with its previously announced commitment to
issue a non-revolving loan facility to the company. The Loan is subject to interest at a rate of 12% per annum, subject to certain
conditions, and will mature on June 30, 2017. The proceeds from the Loan will be used towards the Phase | Expansion and explora-
tion activities at Luna’s Aurizona Mine.

Bracemac-McLeod Mine : Sandstorm has a 0.6% NSR based on 100% of the production from the Bracemac-McLeod development
property located in Matagami, Quebec, Canada (“Bracemac-McLeod” or the “Bracemac-McLeod Mine") which is owned and operated
by a subsidiary of Glencore Xstrata plc (“Glencore”).

Sandstorm previously entered into a Gold Stream agreement with Donner Metals Ltd. (“Donner”), which it entered into via a back-to-
back agreement with Sandstorm Metals & Energy, which entitled the Company to purchase 24.5% of the Gold Equivalent production
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from Bracemac-McLeod. Donner held a 35% participating interest in Bracemac-McLeod, but recently announced its inability to meet
the cash calls under their operating agreement with Glencore. On August 30, 2013, Sandstorm and Sandstorm Metals & Energy
agreed to the following with Donner and Glencore:

- Glencore issued a 3% NSR to Sandstorm Metals & Energy on 100% of production from Bracemac-McLeod, which will be
split between Sandstorm and Sandstorm Metals & Energy based on the respective funds contributed to Donner Metals Ltd.
in relation to the copper stream and Gold Stream, resulting in the Company receiving 20% of the proceeds from the 3% NSR
(equivalent to a 0.6% NSR) and Sandstorm Metals & Energy receiving 80% of the proceeds from the 3% NSR (equivalent to
a 2.4% NSR); and

5 Sandstorm and Sandstorm Gold relinquished the copper stream and the Gold Stream, respectively;

As a result of the conversion of the Gold Stream into a 0.6% NSR, the Company recorded an impairment charge of $3.2 million during
the three months ended September 30, 2013. The fair value of the 0.6% NSR was calculated using a discounted cash flow model to
estimate the fair value less cost to sell. Key assumptions used in the cash flow forecasts to determine the fair value included the
prices of certain minerals and production volumes at the Bracemac-McLeod Mine.

Deflector Mine During the three months ended September 30, 2013, Sandstorm amended its previously announced Gold Stream
agreement with Mutiny Gold Ltd. (the “Amended Gold Stream”). In accordance with the Amended Gold Stream, Sandstorm has
agreed to purchase an amount equal to 2.6% of the gold produced from the Deflector project in exchange for an upfront payment
of $6 million. The payment was previously remitted to Mutiny Gold Ltd. in the form of a loan; therefore, no additional payments are
required to be made by Sandstorm.

7. Investments
As of and for the nine months ended September 30, 2013:

Fair Value Net Additions (Disposals) Fair Value Adjustment Fair Value

In $000s December, 2012 September 30, 2013 September 30, 2013 September 30, 2013

Common shares $ 2,518 $ 15,841 % (9,451) $ 8,908
W\‘/'\‘/arrams O SO 472 ............................................. 3553 ...................... (.5"205) ..... 320
..‘é‘onvertib'[; o m;trumen{” ................................................... 4 552 ..................................................... R .‘.‘(1 . 4395

Total $ 7,542 $ 19,394 $ (12,813) $ 14,123

During February 2013, the Company purchased 17,857,142 common shares of Entrée at a price of C$0.56 per share for total consideration
of $9.8 million (C$10.0 million). The Company recognized a loss in other comprehensive income of $1.0 million on these shares during
the three month period ended September 30, 2013.

During the three months ended March 31, 2013, the Company sold 2,287,500 warrants for gross proceeds of $0.3 million.

As further described in note 5, the Company acquired 6,965,676 warrants of Premier Royalty, of which, 5,508,176 expire on December 4,
2016 (subject to expiry acceleration provisions) and 1,457,500 expire on October 7, 2014. The fair value of the Premier Royalty warrants

was determined using a Black-Scholes model using the following weighted average assumptions:

At September 30, 2013 At January 30, 2013

Premier Royalty common share price

Expected life of warrants
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The tax impact on the fair value adjustments to investments recorded in other comprehensive income for the three and nine month

periods ended September 30, 2013 was an expense of $0.9 million and $nil respectively.

As of and for the nine months ended September 30, 2012:

Fair Value Net Additions (Disposals) Fair Value Adjustment Fair Value

In $000s December, 2011 September 30, 2012 September 30, 2012 September 30, 2012

Common shares $ 7,923 % (7,168) % (552) $ 203
M\‘/'\‘/arrams O SO 439 ..................................................... e - 434
Mcﬂom,e,-tib'[g o ingtrumen{” ............................................................ e 4 734 ......................... - . 734

Total $ 8,362 $ (2,384) $ (507) $ 5,471

8. Revolving Loan And Deferred Financing Costs

As of September 30, 2013, the Company was in compliance with the covenants of the revolving credit agreement and had not drawn
down on its credit facility. Therefore, the full balance remains available for future acquisitions.

Deferred financing costs are capitalized and amortized on a straight-line basis over the term of the debt instrument as presented below:

As of September 30, 2013

In $000s Cost Additions  Accumulated Amortization Carrying Amount

Debt issuance costs $ 893 $ 1,370 % 612)

As of December 31, 2012

In $000s Cost Additions  Accumulated Amortization Carrying Amount

Debt issuance costs $ 893 $ 17 % 292) $ 618

9. Share Capital and Reserves
A | SHARES ISSUED : The Company is authorized to issue an unlimited number of common shares without par value.

On May 9, 2012, the Company completed a five-for-one consolidation (the “Consolidation”) of the Company's common shares. All

comparative period information for common shares and stock options have been adjusted to reflect this Consolidation.

B STOCK OPTIONS OF THE COMPANY The Company has an incentive stock option plan (the “Option Plan”) whereby the
Company may grant share options to eligible employees, officers, directors and consultants at an exercise price, expiry date, and
vesting conditions to be determined by the board of directors. The maximum expiry date is five years from the grant date. All options
are equity settled. The Option Plan permits the issuance of options which, together with the Company's other share compensation

arrangements, may not exceed 10% of the Company’s issued common shares as at the date of the grant.
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A summary of the Company’s options and the changes for the period are as follows:

Weighted Average Exercise

Number of Options Price (C$)

Options outstanding at December 31, 2011 3,870,000 3.95
S oo 1178
L TR 229

“‘6‘|')‘tions outsutanding at 'I‘Jecemberu31, 2012 H H H H 3,607,000 4.47
L T 340
Options outstanding at September 30,2013 3,570,500 448

A summary of the Company’s share purchase options as of September 30, 2013 are as follows:

Number outstanding Exercisable Exercise Price per Share (C$) Expiry Date
505,000 505,000 $2.25 June 16, 2014
..“1‘40,000 H H H H Juiy 6, 2014
WZUU,UDU July; 28, 2014
““20,000 Ma;; 19, 2015
..“1‘,325,500 Névembe; 26, 2015
91 ,000 H Augus;t‘ 25, 2016
1 ,139,000 Névembe; 25, 2016
1 50,000 DécembeF 21, 2017

3,570,500 2,625,506 3.51

The weighted-average share price at date of exercise for the three and nine months ended September 30, 2013 was C$7.40
(C$9.10 and C$9.11 - three and nine months ended September 30, 2012)

A summary of share-based payment recognized is as follows:

3 Months Ended 3 Months Ended 9 Months Ended 9 Months Ended
In $000s Sep. 30, 2013 Sep. 30, 2012 Sep. 30, 2013 Sep. 30, 2012
Employees $ 1,425 % 395 % 3,663 % 1,325

Stock Options of Premier Royalty : Premier Royalty has a share option plan (“Premier Royalty Option Plan”), which is restricted
to directors, officers, key employees and consultants of Premier Royalty. The number of common shares subject to options granted
under the Premier Royalty Option Plan is limited to 10% of the number of issued and outstanding common shares of Premier Royalty
at the date of the grant of the option. Options issued under the Premier Royalty Option Plan may be exercised during a period
determined by the Board of Directors of Premier Royalty, which cannot exceed ten years.

A summary of Premier Royalty’s share purchase options and the changes for the period are as follows:

Number of Premier ~ Weighted Average Exercise
Royalty Options Price (C$)

Options outstanding at January 30, 2013 3,432,497

Granted 100,000

Exercised (50,000)

Forfeited (609,164)

Options outstanding at September 30, 2013 2,873,333 2.34
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A summary of the Premier Royalty’s share purchase options as of September 30, 2013 are as follows:

Number Premier Royalty options Exercise Price per Premier

outstanding Exercisable Royalty Share (C$) Expiry Date
2,773,333 2,331,667 $2.37 December 11, 2017
75,000 56,250 $1.64 February 18, 2018
25,000 18,750 $1.54 March 1, 2018
2,873,333 2,406,667 2.35

C | SHARE PURCHASE WARRANTS

A summary of the Company’s warrants and the changes for the period are as follows:

Number of Warrants on a
Pre-Consolidated Basis

Shares to be Issued Upon
Exercise of the Warrants

Warrants outstanding at December 31, 2011 114,189,822 22,837,964
Issueuc"j """"""""""""""""""""""""""""""""" 5,0[]2,5'[‘]“[']‘” 5,002,500
Issuedupon exercise of Compensation Warrants 61 3775 122,755
Exer(;i;;c'l‘ """"""""""""""""""""""""""""" (20,01 9326) (4,003,865)

Warrants outstanding at Decer;l‘i);l"m‘31, 2012 99,786,771 23,959,354
Exeragéa """"""""""""""""""""""""""""" (1 8,043,31;6‘:5“ (3,608,669)

Warrants outstanding at September 30, 2013 81,743,425 20,350,685

A summary of the Company’s warrants as of September 30, 2013 are as follows:

Number of Number of Shares to be Adjusted

Warrants ona Pre-Consolidated Warrantsona  Post-Consolidated Issued Upon Exercise

Pre-consolidated Exercise Price  Post-Consolidated Exercise Price Per  Exercise of the Price Per
Basis Per Warrant Basis Warrant Warrants Share Expiry Date
SSL.WT 57,078,326 $0.60 - - 11,415,665 $3.00 April 23, 2014
SSL.WT.A 19,662,599 $1.00 - H - — ................ 3 ,932,520 .... $5.00 October 1"‘?”, 2015
SSL.WT.B - . 5,002,500 H H $1 400 ................. 5 002500 .... 14.00 September 7 2017

76,740,925 5,002,500 20,350,685 ....

D | SPECIAL WARRANTS

A summary of the Company’s Special Warrants and the changes for the period are as follows:

Number of Special Warrants

Special Warrants outstanding at December 31, 2012

Special Warrants outstanding at September 30, 2013
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E | RESTRICTED SHARE RIGHTS (“RSRs”") : On April 4, 2011, the Company adopted a restricted share plan (the “Restricted Share
Plan”) whereby the Company may grant restricted share rights to eligible employees, officers, directors and consultants at an expiry date
to be determined by the board of directors. Each restricted share right entitles the holder to receive a common share of the Company
without any further consideration. The Restricted Share Plan, as amended during the second quarter of 2013, permits the issuance of
up to a maximum of 2,800,000 RSRs.

During the year ended December 31, 2012, the Company granted 330,000 RSRs with a fair value of $3.9 million, a three year vesting
term, and a weighted average grant date fair value of C$11.78 per unit. During the three month period ended September 30, 2013, the
Company granted 47,600 RSRs with a fair value of $0.3 million, a three to five year vesting term, and a weighted average grant date fair

value of C$5.83 per unit.

F i DILUTED EARNINGS PER SHARE

Diluted earnings per share is calculated based on the following:

3 Months Ended 3 Months Ended 9 Months Ended 9 Months Ended
In $000s Sep. 30, 2013 Sep. 30, 2012 Sep. 30, 2013 Sep. 30, 2012
Net (loss) income attributable to Shareholders of Sandstorm  $ (1,539) $ 4,861 % (30,515 $ 14,560
Basic weig'flut;‘c'imaverage number of shares ' H 94,690,755 H 74,795,092 H 92,877,369 71,579,331 .
Effect of d|lut|ve securities H H H .
» Compeur'\;;t‘{on warrants - shares - - - 72,046 .
» Compeur;;;t‘{on warrants - warrants H - H - H - 48,280 .
» Stock optlons H - H 2,069,149 H - 2,124,507 .
» Warrarkl‘t; """" H = H 12,625,920 H = 11,641,502 .
Diluted weighted average number of common shares 94,690,755 89,490,161 92,877,369 85,465,666

1. The basic weighted average number of shares outstanding includes the issued Special Warrants (note 9d).

The Company has a net loss for the three and nine months ended September 30, 2013; however, the following lists the stock options
and share purchase warrants that would have been included in the computation of diluted weighted average number of common
shares if the Company had net earnings for the nine month periods ended September 30, 2013 as they would have been dilutive:

3 Months Ended 3 Months Ended 9 Months Ended 9 Months Ended
Sep. 30, 2013 Sep. 30, 2012 Sep. 30, 2013 Sep. 30, 2012
Stock Options 1,155,426 - 1,709,750 -

Warrants 6,652,165 573,974 9,812,654 257,759
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10. Income Taxes

The income tax expense differs from the amount that would result from applying the federal and provincial income tax rate to the

net income before income taxes.

These differences result from the following items:

3 Months Ended

3 Months Ended

9 Months Ended

9 Months Ended

In $000s Sep. 30, 2013 Sep. 30, 2012 Sep. 30, 2013 Sep. 30, 2012
(Loss) income before income taxes $ (2,297) $ 4,908 (32,614) 16,568
Canadian federal and provincial income tax rates 26.0% 25.0% 25.8% 25.0%
Income tax (recovery) expense based on the above 5 597§ 1,227 @8.414) 4142
rates
Increase (decrease) due to:
» Non-deductible expenses 632 100 1,270 336
» Permanent difference for goodwill impairment - - 7,945 -
» Difference between statutory and foreign tax rates (792) (1,295) (2,800) (3,202)
» Other 471 15 777 732
Income tax (recovery) expense $ (286) $ 47 (1,222) 2,008
The Company has deductible unused tax losses expiring as follows:
In $000s Location Amount Expiration
Non-capital loss carry-forwards- the Company Canada 32,675 2029-2033
Non-capital loss carry-forwards- Premier Royalty Canada 985 2028-2033

11. Administration Expenses

The administration expenses for the Company are as follows:

3 Months Ended

3 Months Ended

9 Months Ended

9 Months Ended

In $000s Sep. 30, 2013 Sep. 30, 2012 Sep. 30, 2013 Sep. 30, 2012
Corporate administration $ 9218 $ 296 861
Employee benefits and salaries 771 371 1,881 1,047
Professional fees 387 253 680 560
Severance 87 - 87 -
Depreciation 34 34 103 103
Administration expenses before

i $ 2,197 $ 954 6,084 2,571
share based compensation
Equity settled share based compensation 940 395 3.178 1,325
(a non-cash expense)
Acce!eralted share-based payments arising on 485 ) 485 )
termination (a non-cash expense)
Total administration expenses $ 3,622 $ 1,349 9,747 3,896
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12. Supplemental Cash Flow Information

3 Months Ended 3 Months Ended 9 Months Ended 9 Months Ended
In $000s Sep. 30, 2013 Sep. 30, 2012 Sep. 30, 2013 Sep. 30, 2012
Change in non-cash working capital
» Trade and other receivables $ H 1044 s 1 48 $ R 1 85 $ (100) .
» Inventory H (629) ............ - H (565) -
» Trade and other payables H 721 ........ 1 70 R 1 44 (21) .
Net (decrease) increase in cash $ 1,136 $ 318 § (236) $ (121)

Cash and cash equivalents include cash on account, demand deposits and money market investments with maturities from the
date of acquisition of three months or less, which are readily convertible to known amounts of cash and are subject to insignificant
changes in value. Cash and cash equivalents as at September 30, 2013 and December 31, 2012 are $nil and $93.6 million, and $31.4

million and $96.0 million respectively.

13. Key Management Compensation

The remuneration of directors, those persons having authority and responsibility for planning, directing and controlling

activities of the Company are as follows:

3 Months Ended 3 Months Ended 9 Months Ended 9 Months Ended
In $000s Sep. 30, 2013 Sep. 30, 2012 Sep. 30, 2013 Sep. 30, 2012
Short-term employee salaries and benefits $ 424 % 279 % 1,285 % 852
Share-based payments 526 291 2,262 994
Accelerated share-based payments arising on
L 518 - 573 -
termination and other severance costs
Total key management compensation expense $ 1,523 $ 570 $ 4,120 $ 1,846

14. Contractual Obligations

GOLD STREAMS
In connection with its Gold Streams, the Company has committed to purchase the following:

Per ounce cash payment:
lesser of amount below and the then prevailing market

Gold Stream % of life of mine gold “* price of gold 23
Aurizona 17% $400
20% $500
8% $504
2.6% $500

6.77% on Hugo North Extension and 5.13% on

Entrée Gold $220
Heruga
. 25% of the first 175,000 ounces of gold produced, .
Ming $nil
and 12% thereafter
Santa Elena 20% $350
Serra Pelada (Gold) 1.5% $400
Serra Pelada (Platinum) 35% $200

. 50% of the first 10,000 ounces of gold produced,
Summit $400
and 22% thereafter
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15.

1. Subject to an annual inflationary adjustment except for Bracemac-McLeod and Ming.

2. For the Entrée Gold Stream, after approximately 8.6 million ounces of gold have been produced from the joint venture property, the price increases to $500 per gold ounce.

3. For the Entrée Silver Stream, percentage of life of mine is 6.77% on Hugo North Extension and 5.13% on Heruga which the Company can purchase for the lesser of the prevailing
market price and $5 per ounce of silver until 40.3 million ounces of silver have been produced from the entire joint venture property. Theredfter, the purchase price will increase to

the lesser of the prevailing market price and $10 per ounce of silver.

4. For the Entrée Gold and Silver Stream, percentage of life of mine is 6.77% on Hugo North Extension and 5.13% on Heruga if the minerals produced are contained 560 metres below

in depth.

5. For the Entrée Gold and Silver Stream, percentage of life of mine is 10.15% on Hugo North Extension and 7.7% on Heruga if the minerals produced are contained above 560 metres

in depth.

The Company agreed to contribute up to $10.0 million in capital towards the Phase 1 Expansion at Luna's Aurizona Mine (of which $4.3
million had been contributed as at September 30, 2013). Sandstorm'’s contribution will be equal to 17% of the capital costs incurred by

Luna towards the Phase 1 Expansion to a maximum contribution of $10.0 million.

Segmented Information

The Company’s reportable segments are summarized in the tables below:

For the three months ended September 30, 2013

Royalty Cost of sales Impairment of Net income Cash from

In $000s Sales revenue (excluding depletion) Depletion goodwill (loss) operations
Aurizona $ 6,296 % - $ 1,913  § 231§ - $ 4,152 $ 4,383
mé;chelor Lake 2016 55 755 gos - 4 18 ...... 1,316
Black Fox 2910 - 1,107 1552 - 2 51 """"" 1,803
..“I;t:acemac-McLeod ..... - 100 - . 3.1 66) ............... (3,065 ...... =
..‘.M.i‘ng ..... S - i W B 73 ...... s
W.I"-.’Femier Royalty - 2,526 - 2877 - 1,1 65) ...... 2,844
“g;nta Elena 1316 - 343 552 - 4 21 ..... 1,489
W(E;,-po,-ate ..... e - i R e ( 3095) ...... o
Consolidated $ 12,671 $ 2,681 $ 4,118 $ 6,170 $ (3,168) $ (2,011) $ 8,577

For the three months ended September 30, 2012

Cost of sales Net income Cash from (used in)

In $000s Sales (excluding depletion) Depletion (loss) operations
Aurizona $ 6,459 % 1,555  $ 572 $ 4332 % 4,904
Wéachelor Lake 87 256 """"""" 268 343 ........ 643 '
WBNlack Fox sl 1336 ......... 1,866 1201 .......... 3,261 .
..Ming ..... e e e 447 .......... o |
mganta Elena 2680 554 ......... 656 1470 ......... 2,126 .
W(‘;Norporate ..... e : e (2'93.5). .......... Lo |
Consolidated $ 15,102 $ 3,701 $ 3,608 $ 4,861 $ 10,598
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For the nine months ended September 30, 2013

Royalty Cost of sales Impairment of Net income Cash from
In $000s Sales revenue (excluding depletion) Depletion goodwill (loss) operations
Aurizona $ 15,097 % - 9 4,151  $ 877 % - 3 10,069 $ 10,894
Wé;chelor Lake - 6587 124 2,272 2,753
Black Fox - 9,062 - 3,102 4,378
mé‘lt"acemac-McLéod ..................... 100
..‘.M.i‘ng S PR - : o
Wl;t:emier Royalt;/ ........... . 6,561 - 6,610
“g;nta Elena - 5716 - 1,375 2,032
..‘.(‘Zgrporate ............ . - - - (12,271) (6,513)
Consolidated $ 37,284 $ 6,785 $ 10,900 $ 17,023 $ (33,151) $ (31,392) $ 24,082

For the nine months ended September 30, 2012

Cost of sales Net income Cash from (used in)

In $000s Sales (excluding depletion) Depletion (loss) operations

Aurizona $ 14,315 $ 3,473 $ 1,276 $ 9,566 $ 10,582
“Eache[or La'i(e ..... e 294 .......... e 387 .......... o |
“E[ack o O R 3240 .......... PO 2931 ........... e |
..Ming ....... oo e o 52]6 .......... S |
Mt Hami[to;, ..... e e S - "
mganta Elenau ..... ssss 181.7 ......... 2186 4852 ......... 7,038 .
..gummit S e 102 .......... e ]9 .......... o |
WC?orporate ...... - - - (8,41"1.‘) (3,180) .

Consolidated $ 43,520 $ 8,956 $ 11,593 $ 14,560 $ 31,124
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Total assets as of:

In $000s September 30, 2013 December 31, 2012

Aurizona 20,381 18,473
mé‘a.t‘:helor Lake 18,998 21,570
Black Fox 24,978 29,471
W.I‘Eti‘t:acemac-McLeod 5,023 8,031
..‘.(‘ia.r"inga 7,896 7,893
Wls‘a.f‘lector 6,282 214
..‘E‘I;l‘.t‘l‘ee 40,402 -
Mlng 16,352 16,923
Mt Hamilton 10,048 10,048
Paul Isnard 5,084 -
Wl;r."airie Creek 3,317 -
W.I;I.';mier Royalty 99,783 -
Santa Elena 6,610 8,937
Serra Pelada 60,199 60,181
Summlt 3,323 3,323
..‘.(‘Z.‘(.);porate 92,193 156,363

Consolidated 420,869 341,427




