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PART I.

ITEM 1. BUSINESS
General

Dorchester Minerals, L.P. is a publicly traded Dedee limited partnership that commenced operationdanuary 31, 2003 upon the
combination of Dorchester Hugoton, Ltd., RepublayRty Company, L.P. and Spinnaker Royalty Compéar, Dorchester Hugoton was a
publicly traded Texas limited partnership, and R#joiand Spinnaker were private Texas limited panghips. Our common units are listed on
the NASDAQ Global Select Market. American Stockrisfer & Trust Company is our registrar and tranafgent. Their address and telephone
number is 59 Maiden Lane, New York, NY 10038, (8987-5449. Our executive offices are located aB38ak Lawn Avenue, Suite 300,
Dallas, Texas, 75219-4541, and our telephone numi{@d4) 559-0300. We have a recently establistrebhternet website at www.dmlp.net
that only contains the last annual meeting presientand a link to the NASDAQ website. You may abtall current filings free of charge at
the NASDAQ website by clicking “Real-Time SEC Fgs” We will provide electronic or paper copiesoof annual report on Form 10-K,
quarterly reports on Form 10-Q, or current reports-orm 8-K and amendments to those reports fitddraished to the Securities and
Exchange Commission (“SEC”) free of charge uporitemirequest at our executive offices. In this repghe term “Partnership,” as well as the
terms “us,” “our,” “we,” and “its” are sometimesadsas abbreviated references to Dorchester Mindr&tsitself or Dorchester Minerals, L.P.
and its related entities.

Our general partner is Dorchester Minerals Manageine, which is managed by its general partnercbester Minerals Management
GP LLC. As a result, the Board of Managers of Desthr Minerals Management GP LLC exercises effeaontrol of our Partnership. In this
report, the term “general partner” is used as dmeabated reference to Dorchester Minerals Managem. Our general partner also controls
and owns, directly and indirectly, all of the pantship interests in Dorchester Minerals OperatiRgand its general partner, Dorchester
Minerals Operating GP LLC. Dorchester Minerals @gieg LP owns working interests and other propsrtiederlying our Net Profits
Interests, provides day-tay operational and administrative services tongsaur general partner, and is the employer ahallemployees wt
perform such services. In this report, the termefaging partnership” is used as an abbreviatederée to Dorchester Minerals Operating LP.
Our wholly owned subsidiary, Dorchester MineralgjAisition LP has been and may continue to be usedveehicle through which we may
acquire oil and gas properties.

Our general partner and the operating partnerskifpalaware limited partnerships, and the genexethpr of our general partner and
Dorchester Minerals Operating GP LLC are Delawenééd liability companies. These entities and Bartnership were initially formed in
December 2001 in connection with the combinatiai ttcurred on January 31, 2003. Dorchester Miagegjuisition LP is an Oklahoma
limited partnership, and Dorchester Minerals Aciigis GP, Inc. is an Oklahoma corporation that seras its general partner. Both were
formed in September 2004 in connection with an itipn of oil and gas properties that was consutechan September 30, 2004.

Our business may be described as the acquisitmmeship and administration of Net Profits Intesemtd Royalty Properties. The Net
Profits Interests represent net profits overridiogglty interests in various properties owned ley dperating partnership. The Royalty
Properties consist of producing and nonproducingenail, royalty, overriding royalty, net profits,caleasehold interests located in 573 cour
and parishes in 25 states.

Our partnership agreement requires that we diggiquarterly an amount equal to all funds that ee=ive from the Net Profits Interests
and the Royalty Properties less certain expensgtseasonable reserves.

We intend to grow by acquiring additional oil aratural gas properties, subject to the limitatioasadibed below. The approval of the
holders of a majority of our outstanding commortsirs required for our general
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partner to cause us to acquire or obtain any dlretural gas property interest, unless the adéguriss complementary to our business and is
made either:

» in exchange for our limited partner interests, iildaghg common units, not exceeding 20% of the comomits outstanding after
issuance; o

* in exchange for cash, if the aggregate cost ofeagyisitions made for cash during the twelve-mamttiod ending on the first to
occur of the execution of a definitive agreementifie acquisition or its consummation is no moentth0% of our aggregate cash
distributions for the four most recent fiscal geast

Unless otherwise approved by the holders of a ritgjof our common units, in the event that we acgjpiroperties for a combination of
cash and limited partner interests, including commnits, (i) the cash component of the acquisitionsideration must be equal to or less than
5% of the aggregate cash distributions made byPautnership for the four most recent quarters @nthé amount of limited partnership
interests, including common units, to be issueslich acquisition, after giving effect to such isse shall not exceed 10% of the common
units outstanding.

Credit Facilities and Financing Plans

We do not have a credit facility in place, nor de anticipate doing so. We do not anticipate inagrany debt, other than trade debt
incurred in the ordinary course of our business. @utnership agreement prohibits us from incuriimdgbtedness, other than trade payables,
(i) in excess of $50,000 in the aggregate at amgrgtime; or (ii) which would constitute “acquisiti indebtedness” (as defined in Section 514
of the Internal Revenue Code of 1986, as amendedjder to avoid unrelated business taxable incfonéderal income tax purposes. We
may finance any growth of our business through &sétipns of oil and natural gas properties by iaguadditional limited partnership interests
or with cash, subject to the limits described abawe in our partnership agreement.

Under our partnership agreement, we may also fimanc growth through the issuance of additionalrgaship securities, including
options, rights, warrants and appreciation righite wespect to partnership securities from timértee in exchange for the consideration and on
the terms and conditions established by our geparaher in its sole discretion. However, we mayissue limited partnership interests that
would represent over 20% of the outstanding limgadnership interests immediately after givingeffto such issuance or that would have
greater rights or powers than our common unitsauitihe approval of the holders of a majority of outstanding common units. Except in
connection with qualifying acquisitions, we do watrently anticipate issuing additional partnerstggurities. On May 2, 2005, we filed a
registration statement on Form S-4 with the Seiegrand Exchange Commission to register 5,000,06thwn units that may be offered and
issued by the Partnership from time to time in @mtion with asset acquisitions or other businesshination transactions. At present, none of
the 5,000,000 units have been offered.

Regulation

Many aspects of the production, pricing and mankgetf crude oil and natural gas are regulated degri@ and state agencies. Legislation
affecting the oil and natural gas industry is unctarstant review for amendment or expansion, wiretuently increases the regulatory bur
on affected members of the industry.

Exploration and production operations are subjeettrious types of regulation at the federal, séate local levels. Such regulation
includes:

» permits for the drilling of wells
* bonding requirements in order to drill or operatdisy
» the location and number of wel
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» the method of drilling and casing wel

» the surface use and restoration of properties wdooh wells are drilled

» the plugging and abandonment of we

» numerous federal and state safety requirem

e environmental requirement

» property taxes and severance taxes;

» specific state and federal income tax provisit

Oil and natural gas operations are also subjecatious conservation laws and regulations. Thegelatgions govern the size of drilling

and spacing units or proration units and the dgmsitvells that may be drilled and the unitizatimmpooling of oil and natural gas properties
addition, state conservation laws establish a maxirallowable production from oil and natural gadlsve hese state laws also generally

prohibit the venting or flaring of natural gas ampose certain requirements regarding the ratglofipproduction. These regulations can limit
the amount of oil and natural gas that the opesatbour properties can produce.

The transportation of natural gas after sale byaipes of our properties is sometimes subject goilegion by state authorities. The
interstate transportation of natural gas is suliétderal governmental regulation, including dagjon of tariffs and various other matters, by
the Federal Energy Regulatory Commission.

Customers and Pricing

The pricing of oil and natural gas sales is pritgadetermined by supply and demand in the markegéand can fluctuate considerably.
As a royalty owner and non-operator, we have exghgitmited access to timely information, involvemgand operational control over the
volumes of oil and natural gas produced and sottthe terms and conditions on which such volumesraarketed and sold.

Since 2004 the operating partnership has sold ofdtt natural gas production to Williams Power Gramy, Inc. on a daily market price
basis using a yearly contract that will continuetigh October 2008. The operating partnership &atiy reviews alternative gas purchasers.
We believe that the loss of Williams Power by tipemting partnership or the loss of any singleamst would not have a material adverse
effect on us due to alternative purchasers.

Competition

The energy industry in which we compete is sulijedtitense competition among many companies, lawgel and smaller than we are,
many of which have financial and other resourcesigr than we have.

Operating Hazards and Uninsured Risks

Our operations do not directly involve the openagilrisks and uncertainties associated with dglfior, and the production and
transportation of, oil and natural gas. Howevermay be indirectly affected by the operational siskid uncertainties faced by the operators of
our properties, including the operating partnershipose operations may be materially curtailedaykd or canceled as a result of numerous
factors, including:

» the presence of unanticipated pressure or irregjelain formations
* accidents

» title problems:

» weather conditions
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« compliance with governmental requirements;
» shortages or delays in the delivery of equipm
Also, the ability of the operators of our propestte market oil and natural gas production depemdsumerous factors, many of which
are beyond their control, including:
» capacity and availability of oil and natural gasteyns and pipeline
» effect of federal and state production and trartsgion regulations
» changes in supply and demand for oil and naturs ajad
» creditworthiness of the purchasers of oil and ratgas.
The occurrence of an operational risk or unceryaimat materially impacts the operations of therafigs of our properties could have a

material adverse effect on the amount that we vedai connection with our interests in productioonfi our properties, which could have a
material adverse effect on our financial condittwnesult of operations.

In accordance with customary industry practicespvantain insurance against some, but not allhefrisks to which our business
exposes us. While we believe that we are reasotiraslyed against these risks, the occurrence aharsured loss could have a material
adverse effect on our financial condition or resolt operations.

Employees

As of February 28, 2008, the operating partnerbhagh 18 full-time employees in our Dallas, Texasceffand nine full-time employees in
field locations.

ITEM 1A. RISK FACTORS
Risks Related to Our Business
Our cash distributions are highly dependent onaoil natural gas prices, which have historically beery volatile.

Our quarterly cash distributions depend signifigaanh the prices realized from the sale of oil andparticular, natural gas. Historically,
the markets for oil and natural gas have been il®ktd may continue to be volatile in the futWearious factors that are beyond our control
will affect prices of oil and natural gas, such as:

» the worldwide and domestic supplies of oil and redtgas;

» the ability of the members of the Organization efrBleum Exporting Countries and others to agreentbmaintain oil prices ar
production controls

» political instability or armed conflict in ¢-producing regions
» the price and level of foreign impor

» the level of consumer demar

» the price and availability of alternative fue

» the availability of pipeline capacit

» weather conditions

» domestic and foreign governmental regulations ardg; anc
» the overall economic environme
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Lower oil and natural gas prices may reduce thewsnhof oil and natural gas that is economic to poedand may reduce our revenues
and operating income. The volatility of oil andunall gas prices reduces the accuracy of estiméfiesuve cash distributions to unitholders.

Terrorist attacks on oil and natural gas productifatilities, transportation systems and storagélitées could have a material adverse
impact on our business.

Oil and natural gas production facilities, trangption systems and storage facilities could beetigrgf terrorist attacks. These attacks
could have a material adverse impact if certairand natural gas infrastructure integral to ourrapens were interrupted, damaged or
destroyed, thus preventing the sale of oil andnahtias.

We do not control operations and development oRibalty Properties or the properties underlying tiet Profits Interests that the
operating partnership does not operate, which camgact the amount of our cash distributions.

As the owner of a fractional undivided mineral oyailty interest, we do not control the developndrthe Royalty or Net Profits Intere
properties or the volumes of oil and natural gaslpced from them, and our ability to influence depenent of nonproducing properties is
severely limited. Also, since one of our statedifess objectives is to avoid the generation of lated business taxable income, we are
prohibited from participation in the developmeniof properties as a working interest or other agpebearing owner. The decision to explore
or develop these properties, including infill driti, exploration of horizons deeper or shallowamntkhe currently producing intervals, and
application of enhanced recovery techniques wiliMzgle by the operator and other working interesteys/ of each property (including our
lessees) and may be influenced by factors beyondamirol, including but not limited to oil and @&l gas prices, interest rates, budgetary
considerations and general industry and econonriditions.

Our unitholders are not able to influence or cdrttie operation or future development of the préperunderlying the Net Profits
Interests. The operating partnership is unablaftaénce significantly the operations or future eleypyment of properties that it does not
operate. The operating partnership and the othreemuoperators of the properties underlying thé Rtefits Interests are under no obligatiol
continue operating the underlying properties. Therating partnership can sell any of the propettieterlying the Net Profits Interests that it
operates and relinquish the ability to controlrdhience operations. Any such sale or transfer ralsst simultaneously include the Net Profits
Interests at a corresponding price. Our unitholderaot have the right to replace an operator.

Our lease bonus revenue depends in significant@athe actions of third parties, which are outsadeur control.

A significant portion of the Royalty Properties amdeased mineral interests. With limited excejome have the right to grant leases of
these interests to third parties. We anticipateiwétg cash payments as bonus consideration fatigiathese leases in most instances. Our
ability to influence third parties’ decisions todmene our lessees with respect to these nonprodpcoperties is severely limited, and those
decisions may be influenced by factors beyond oatrol, including but not limited to oil and natlgas prices, interest rates, budgetary
considerations and general industry and econonmditions.

The operating partnership may transfer or abandoopprties that are subject to the Net Profits letss.

Our general partner, through the operating parhigrenay at any time transfer all or part of theperties underlying the Net Profits
Interests. Our unitholders are not entitled to \@teany transfer; however, any such transfer migstsimultaneously include the Net Profits
Interests at a corresponding price.
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The operating partnership or any transferee magddraany well or property if it reasonably belietieat the well or property can no
longer produce in commercially economic quantitiéss could result in termination of the Net Prefihterests relating to the abandoned well.

Cash distributions are affected by production atfteo costs, some of which are outside of our contro

The cash available for distribution that comes fraum royalty and mineral interests, including thet Rrofits Interests, is directly affect
by increases in production costs and other costmeSf these costs are outside of our controluotinly costs of regulatory compliance and
severance and other similar taxes. Other experditaire dictated by business necessity, such inglablditional wells in response to the
drilling activity of others.

Our oil and natural gas reserves and the underlypngperties are depleting assets, and there aréditions on our ability to replace them.

Our revenues and distributions depend in largegrathe quantity of oil and natural gas producednfproperties in which we hold an
interest. Over time, all of our producing oil aratural gas properties will experience declinesrodpction due to depletion of their oil and
natural gas reservoirs, with the rates of declizging by property. Replacement of reserves to taairproduction levels requires maintena
development or exploration projects on existingperties, or the acquisition of additional propestie

The timing and size of any maintenance, developroeekploration projects will depend on the magetes of oil and natural gas and
on other factors beyond our control. Many of theisiens regarding implementation of such projeictsiuding drilling or exploration on any
unleased and undeveloped acreage, will be madeirdyparties. In addition, development possibiitie the Hugoton field are limited by the
developed nature of that field and by regulatostrietions.

Our ability to increase reserves through futureugitions is limited by restrictions on our usecafh and limited partnership interests for
acquisitions and by our general partner’s obligatmuse all reasonable efforts to avoid unrelatgginess taxable income. In addition, the
ability of affiliates of our general partner to pue business opportunities for their own accouiittsoart tendering them to us in certain
circumstances may reduce the acquisitions pres¢éotegr Partnership for consideration.

Drilling activities on our properties may not begoluctive, which could have an adverse effect amrdutesults of operations and financial
condition.

The operating partnership may undertake drillingvées in limited circumstances on the propertieslerlying the Net Profits Interests,
and third parties may undertake drilling activit@sour other properties. Any increases in ourrkesewill come from such drilling activities
from acquisitions.

Drilling involves a wide variety of risks, includirthe risk that no commercially productive oil @tural gas reservoirs will be
encountered. The cost of drilling, completing apeérating wells is often uncertain, and drilling cggéns may be delayed or canceled as a
result of a variety of factors, including:

e pressure or irregularities in formatiot

* equipment failures or acciden

* unexpected drilling condition:

» shortages or delays in the delivery of equipm
» adverse weather conditions; &

» disputes with dri-site owners
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Future drilling activities on our properties mayt be successful. If these activities are unsucuogdsis failure could have an adverse
effect on our future results of operations andrfaial condition. In addition, under the terms o thet Profits Interests, the costs of
unsuccessful future drilling on the working intdrpeoperties that are subject to the Net Profitsrgsts will reduce amounts payable to us L
the Net Profits Interests by 96.97% of these costs.

Our ability to identify and capitalize on acquisitis is limited by contractual provisions and subsitd competition.

Our partnership agreement limits our ability to@iog oil and natural gas properties in the futesgecially for consideration other than
our limited partnership interests. Because of iféations on our use of cash for acquisitions andur ability to accumulate cash for
acquisition purposes, we may be required to attémeffect acquisitions with our limited partneysimterests. However, sellers of properties
we would like to acquire may be unwilling to taker dimited partnership interests in exchange faperties.

Our partnership agreement obligates our generahgraio use all reasonable efforts to avoid geimegatnrelated business taxable inca
Accordingly, to acquire working interests we wotlave to arrange for them to be converted into ddieg royalty interests, net profits
interests, or another type of interest that doéganerate unrelated business taxable income. Phirtiks may be less likely to deal with us
than with a purchaser to which such a conditionldowt apply. These restrictions could preventromfpursuing or completing business
opportunities that might benefit us and our unideos$, particularly unitholders who are not tax-egeinvestors.

The duty of affiliates of our general partner teggnt acquisition opportunities to our Partnerghlpnited, pursuant to the terms of the
Amended and Restated Business Opportunities Agrmeteriecordingly, business opportunities that cquidentially be pursued by us might
not necessarily come to our attention, which cdiabit our ability to pursue a business strategwcduiring oil and natural gas properties.

We compete with other companies and producerscigniaitions of oil and natural gas interests. Mahthese competitors have
substantially greater financial and other resouticas we do.

Any future acquisitions will involve risks that ¢dadversely affect our business, which our unileas generally will not have the
opportunity to evaluate.

Our current strategy contemplates that we may dhwaugh acquisitions. We expect to participateigtdssions relating to potential
acquisition and investment opportunities. If we iammate any additional acquisitions, our capitéiimeand results of operations may change
significantly, and our unitholders will not haveetbpportunity to evaluate the economic, financial ather relevant information that we will
consider in connection with the acquisition, unlggsterms of the acquisition require approvalaf wnitholders. Additionally, our unitholders
will bear 100% of the dilution from issuing new comon units while receiving essentially 96% of thadfé as 4% of the benefit goes to our
general partner.

Acquisitions and business expansions involve numeerisks, including assimilation difficulties, unidiarity with new assets or new
geographic areas and the diversion of managematte’stion from other business concerns. In additioa success of any acquisition will
depend on a number of factors, including the aghititestimate accurately the recoverable volumessdrves, rates of future production and
future net revenues attributable to reserves argdess possible environmental liabilities. Ouien@and analysis of properties prior to any
acquisition will be subject to uncertainties anahsistent with industry practice, may be limitedsaope. We may not be able to successfully
integrate any oil and natural gas properties tlabequire into our operations, or we may not aehsired profitability objectives.
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A natural disaster or catastrophe could damage liies, gathering systems and other facilities $etvice our properties, which could
substantially limit our operations and adverselfeaf our cash flow.

If gathering systems, pipelines or other facilitileat serve our properties are damaged by anyalatisaster, accident, catastrophe or
other event, our income could be significantly inipted. Any event that interrupts the productigathering or transportation of our oil and
natural gas, or which causes us to share in sigmifiexpenditures not covered by insurance, calitdraely impact the market price of our
limited partnership units and the amount of casdilakle for distribution to our unitholders. We dot carry business interruption insurance.

The vast majority of the properties subject tolle Profits Interests are geographically conceragthtwhich could cause net proceeds
payable under the Net Profits Interests to be ingaby regional events.

The vast majority of the properties subject toltet Profits Interests are all natural gas propettiat are located almost exclusively in
Hugoton field in Oklahoma and Kansas. Becauseisfghographic concentration, any regional eventdyuding natural disasters that increase
costs, reduce availability of equipment or supplieduce demand or limit production may impactrteproceeds payable under the Net Pr
Interests more than if the properties were moreyggahically diversified.

The number of prospective natural gas purchasetsrathods of delivery are considerably less thanldvotherwise exist from a more
geographically diverse group of properties. Assalte natural gas sales after gathering and corajare$end to be sold to one buyer in each
state, thereby increasing credit risk.

Under the terms of the Net Profits Interests, mofctihe economic risk of the underlying propertepassed along to us.

Under the terms of the Net Profits Interests, wailifuall costs that may be incurred in connectigtnwthe properties, including overhead
costs that are not subject to an annual reimbunselingit, are deducted as production costs or expesduction costs in determining amounts
payable to us. Therefore, to the extent of themags from the burdened properties, we bear 96.Faeaosts of the working interest
properties. If costs exceed revenues, we do netve@ny payments under the Net Profits Interéstsvever, except as described below, we
not required to pay any excess costs.

The terms of the Net Profits Interests providegreess costs that cannot be charged currently bethay exceed current revenues to be
accumulated and charged in future periods, whichdcesult in our not receiving any payments urttlerNet Profits Interests until all prior
uncharged costs have been recovered by the ogpptitnership.

Damage claims associated with the production antiefang of our oil and natural gas properties couwffect our cash flow.

The operating partnership owns and operates gathsyistems and compression facilities. Casualsel®sr damage claims from these
operations would be production costs under thederfithe Net Profits Interests and could adveraéfgct our cash flow.

We may indirectly experience costs from repaireplacement of aging equipment.

Some of the operating partnership’s current workintgrest wells were drilled and have been prodysince prior to 1954. The 132-mile
Oklahoma gas pipeline gathering system was orilyifastalled in or about 1948 and because of itsiagn need of periodic repairs and
upgrades. Should major components of this systeine significant repairs or replacement, the otiegepartnership may incur substantial
capital expenditures in the operation of the Okiahgroperties, which, as production costs, woulllice our cash flow from these properties.
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Our cash flow is subject to operating hazards antbreseen interruptions for which we may not bl finisured.

Neither we nor the operating partnership are fungured against certain risks, either because isiscitance is not available or because of
high premium costs. Operations that affect the @riigs are subject to all of the risks normallyidienit to the oil and natural gas business,
including blowouts, cratering, explosions and pdln and other environmental damage, any of whakictresult in substantial decreases in
the cash flow from our overriding royalty intereatsd other interests due to injury or loss of lfamage to or destruction of wells, production
facilities or other property, clean-up responsiigiti, regulatory investigations and penalties argpension of operations. Any uninsured costs
relating to the properties underlying the Net Redfinterests will be deducted as a production icosalculating the net proceeds payable to us.

Governmental policies, laws and regulations coudgidran adverse impact on our business and castibdigons.

Our business and the properties in which we hdkfésts are subject to federal, state and loca &awd regulations relating to the oil and
natural gas industry as well as regulations regattinsafety matters. These laws and regulationdaga a significant impact on production and
costs of production. For example, both Oklahomal&aksas, where properties that are subject to #idPkbfits Interests are located, have the
ability, directly or indirectly, to limit productio from those properties, and such limitations argfes in those limitations could negatively
impact us in the future.

As another example, Oklahoma regulations curreetiyiire administrative hearings to change the aanagon of the operating
partnership’s gas production wells from one welldach 640 acres in the Guymon-Hugoton field. Presly, certain interested parties have
sought regulatory changes in Oklahoma for “infithy’increased density, drilling similar to that wfniis available in Kansas, which allows one
well for each 320 acres. Should Oklahoma changexisting regulations to readily permit infill drilg, it is possible that a number of
producers will commence increased density drillimgreas adjacent to the properties in Oklahomiaatteasubject to the Net Profits Interest:
the operating partnership or other operators ofppoperties do not do the same, our productioni$ensdating to these properties may decrease,
or mineral owners may demand increased densitingrilCapital expenditures relating to increasedsity on the properties underlying the I
Profits Interests would be deducted from amounysble to us under the Net Profits Interests.

Environmental costs and liabilities and changingiesnmental regulation could affect our cash flow.

As with other companies engaged in the ownershippgaduction of oil and natural gas, we always ekpe have some risk of exposure
to environmental costs and liabilities becausectigts associated with environmental compliancemrediation could reduce the amount we
would receive from our properties. The propertieshich we hold interests are subject to extenfdderal, state, tribal and local regulatory
requirements relating to environmental affairs,|theand safety and waste management. Governmauttadrities have the power to enforce
compliance with applicable regulations and permitsich could increase production costs on our pitiggeand affect their cash flow. Third
parties may also have the right to pursue legaasto enforce compliance. It is likely that exgitares in connection with environmental
matters, individually or as part of normal cap#apenditure programs, will affect the net cash ffowm our properties. Future environmental
law developments, such as stricter laws, regulat@renforcement policies, could significantly im&se the costs of production from our
properties and reduce our cash flow.

Our oil and gas reserve data and future net revezatenates are uncertain.

Estimates of proved reserves and related futureevenues are projections based on engineeringaddtaeports of independent
consulting petroleum engineers hired for that pagpd he process of estimating reserves requiregamtial judgment, resulting in imprecise
determinations. Different reserve engineers mayentifferent estimates of reserve quantities aratedlirevenue based on the same data.
Therefore, those estimates
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should not be construed as being accurate estirofths current market value of our proved reserifdbese estimates prove to be inaccurate,
our business may be adversely affected by lowasmass. We are affected by changes in oil and rdajasaprices. Oil prices and natural gas
prices may experience inverse price changes.

Risks Inherent In An Investment In Our Common Units
Cost reimbursement due our general partner maybstantial and reduce our cash available to disttéto our unitholders.

Prior to making any distribution on the common sinite reimburse the general partner and its a#fidor reasonable costs and expenses
of management. The reimbursement of expenses aduwlersely affect our ability to pay cash distribns to our unitholders. Our general
partner has sole discretion to determine the amaoiutiiese expenses, subject to the annual linb&6fof an amount primarily based on our
distributions to partners for that fiscal year. Bmnual limit includes carry-forward and cabgek features, which could allow costs in a yei
exceed what would otherwise be the annual reimbngsélimit. In addition, our general partner argldffiliates may provide us with other
services for which we will be charged fees as deitged by our general partner.

Our net income as reported for tax and financiatement purposes may differ significantly from cash flow that is used to determine ¢
available for distributions.

Net income as reported for financial statement pseg is presented on an accrual basis in confomitityaccounting principles genera
accepted in the United States of America. Unitholld tax statements are calculated based on aijdidax conventions, and taxable income
as calculated for each year will be allocated amaritholders who hold units on the last day of eexcinth. Distributions, however, are
calculated on the basis of actual cash receipg)gds in cash reserves, and disbursements dugmnglégvant reporting period. Consequently,
due to timing differences between the receipt otpeds of production and the point in time at whighproduction giving rise to those
proceeds actually occurs, net income reported oansolidated financial statements and on unitrokd1's will not reflect actual cash
distributions during that reporting period.

Our unitholders have limited voting rights and dmt nontrol our general partner, and their ability temove our general partner is limited.

Our unitholders have only limited voting rights atters affecting our business. The general padheur general parther manages our
activities. Our unitholders only have the righarmnually elect the managers comprising the Advistwynmittee of the Board of Managers of
the general partner of our general partner. Ouhotders do not have the right to elect the othanagers of the general partner of our general
partner on an annual or any other basis.

Our general parthner may not be removed as our gepartner except upon approval by the affirmatigte of the holders of at least a
majority of our outstanding common units (includicgmmon units owned by our general partner andfitisates), subject to the satisfaction of
certain conditions. Our general partner and itdiatés do not own sufficient common units to béeao prevent its removal as general partner,
but they do own sufficient common units to makermaoval of our general partner by other unithadddifficult.

These provisions may discourage a person or gmaup &ttempting to remove our general partner oumegontrol of us without the
consent of our general partner. As a result ofehsvisions, the price at which our common umiislé may be lower because of the absen
reduction of a takeover premium in the trading gric
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The control of our general partner may be transéerto a third party without unitholder consent.

Our general partner has agreed not to withdrawntalily as our general partner on or before DecerBhe2010 (with limited
exceptions), unless the holders of at least a rityajofr our outstanding common units (excluding coomunits owned by our general partner
and its affiliates) approve the withdrawal. Howewbe general partner may transfer its generahpaihterest to a third party in a merger or in
a sale of all or substantially all of its assetthwiit the consent of our unitholders. Other thanestransfer restrictions agreed to among the
owners of our general partner relating to theieliests in our general partner, there is no regtniéh our partnership agreement or otherwist
the benefit of our limited partners on the abitifithe owners of our general partner to transfeirtbwnership interests to a third party. The
owner of the general partner would then be in atijposto replace the management of our Partnensfitipits own choices.

Our general partner and its affiliates have con8liof interests, which may permit our general partand its affiliates to favor their own
interests to the detriment of unitholders.

We and our general partner and its affiliates steard therefore compete for, the time and effogesieral partner personnel who provide
services to us. Officers of our general partnerigmdffiliates do not, and are not required teergpany specified percentage or amount of time
on our business. In fact, our general partner lhgyato manage our Partnership in the best intei@our unitholders, but it also has a duty to
operate its business for the benefit of its pagn8ome of our officers are also involved in managg and ownership roles in other oil and
natural gas enterprises and have similar duti#iseim and devote time to their businesses. Becaese shared officers function as both our
representatives and those of our general partrieitsaffiliates and of third parties, conflictsioferest could arise between our general partner
and its affiliates, on the one hand, and us ormitholders, on the other, or between us or outhotders on the one hand and the third parties
for which our officers also serve management fuumsti As a result of these conflicts, our generdinga and its affiliates may favor their own
interests over the interests of unitholders.

We may issue additional securities, diluting ouitlhunlders’ interests.

We can and may issue additional common units aner @apital securities representing limited paghigr units, including options,
warrants, rights, appreciation rights and secwritiéh rights to distributions and allocations eiiguidation equal or superior to the securities
described in this document; however, a majoritthefunitholders must approve such issuance ihé)partnership securities to be issued will
have greater rights or powers than our common oni(g) if after giving effect to such issuancech newly issued partnership securities
represent over 20% of the outstanding limited paship interests.

If we issue additional common units, it will redumeér unitholders’ proportionate ownership inteii@stis. This could cause the market
price of the common units to fall and reduce theyrét cash distributions paid to our unitholddrsaddition, if we issued limited partnership
units with voting rights superior to the commontanit could adversely affect our unitholders’ wgfipower.

Our unitholders may not have limited liability inet circumstances described below and may be Ifablhe return of certain distributions.

Under Delaware law, our unitholders could be hiedlé for our obligations to the same extent asreegal partner if a court determined
that the right of unitholders to remove our gengeatner or to take other action under our partripragreement constituted participation in the
“control” of our business.

The general partner generally has unlimited ligbftbr the obligations of our Partnership, suchtaslebts and environmental liabilities,
except for those contractual obligations of outiRaship that are expressly made without recourslee general partner.

11
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In addition, Section 17-607 of the Delaware Revigaeiform Limited Partnership Act provides that, @ndertain circumstances, a
unitholder may be liable for the amount of disttibo for a period of three years from the dateisfribution.

Because we conduct our business in various statesaws of those states may pose similar riskautainitholders. To the extent to
which we conduct business in any state, our urdérgl might be held liable for our obligations athéy were general partners if a court or
government agency determined that we had not cechplith that state’s partnership statute, or ifitdgof unitholders constituted participation
in the “control” of our business under that stafgstnership statute. In some of the states in vive conduct business, the limitations on the
liability of limited partners for the obligationd a limited partnership have not been clearly disthbd.

We are dependent upon key personnel, and the fegs\dces of any of our key personnel could adlgraffect our operations.

Our continued success depends to a consideraldetaxion the abilities and efforts of the senionagement of our general partner,
particularly William Casey McManemin, its Chief Exgive Officer, James E. Raley, its Chief Operatdficer, and H. C. Allen, Jr., its Chief
Financial Officer. The loss of the services of afithese key personnel could have a material adwedfsct on our results of operations. We
have not obtained insurance or entered into empdoyrmgreements with any of these key personnel.

We are dependent on service providers who assistthroviding Schedule K-1 tax statements tounitholders.

There are a very limited number of service firmat tturrently perform the detailed computations eelett provide each unitholder with
estimated depletion and other tax information sisaighe unitholder in various United States incdeecomputations. There are also very few
publicly traded limited partnerships that need ¢hesrvices. As a result, the future costs and tivess$ of providing Schedule Ktax statemen
to our unitholders is uncertain.

Tax Risks
We have not received a ruling or assurances fran®RS or any state or local taxing authority on angtters affecting us.

We have not requested, and will not request, aliggfrom the Internal Revenue Service, or IRSany state or local taxing authority
with respect to owning and disposing of our commpits or any other matter. It may be necessargdort to administrative or court
proceedings in an effort to sustain some or athoge conclusions or positions taken or expresged pand some or all of those conclusions or
positions ultimately may not be sustained. Ourhaiders and general partner will bear, directlynolirectly, the costs of any contest with the
IRS or other taxing authority.

We will be subject to federal income tax if we elessified as a corporation and not as a partnepdioir federal income tax purposes.

As stated above, we have not requested, and willegest, any ruling from the IRS as to our statua partnership for federal income
tax purposes. If the IRS were to challenge ourri@dacome tax status, such a challenge could résah audit of our unitholders’ tax returns
and adjustments to items on their tax returnsdhaunrelated to their ownership of our commonsunit addition, our unitholders would bear
the cost of any expenses incurred in connectioh aritexamination of their personal tax returns.

If we were taxable as a corporation for federabime tax purposes in any taxable year, our incomiasglosses and deductions would be
reflected on our tax return rather than being phseugh proportionately to
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our unitholders, and our net income would be teadecbrporate rates. In addition, some or all ofdlstributions made to our unitholders would
be treated as dividend income without offset fquldtton, and distributions would be reduced assaltef the federal, state and local taxes
by us.

The IRS could reallocate items of income, gainudgédn and loss between transferors and transfeocde®mmon units if the IRS does not
accept our monthly convention for allocating sugms.

In general, each of our items of income, gain, bosd deduction will, for federal income tax purpmdee determined annually, and one
twelfth of each annual amount will be allocatedhiose unitholders who hold common units on theBasiness day of each month in that year.
In certain circumstances we may make these allmtain connection with extraordinary or nonrecigravents on a more frequent basis. As a
result, transferees of our common units may becatld items of our income, gain, loss and deducgatized by us prior to the date of their
acquisition of our common units. There is no specitithority addressing the utilization of this m&d of allocating items of income, gain, loss
and deduction by a publicly traded partnership sagchs between transferors and transferees ajritsnon units. If this method is determined
to be an unreasonable method of allocation, owmirg; gain, loss and deduction would be reallocatedng our unitholders and our general
partner, and our unitholders may have more taxaloteme or less taxable loss. Our general partneutisorized to revise our method of
allocation between transferors and transfereesglisas among our other unitholders whose commats witherwise vary during a taxable
period, to conform to a method permitted or requivg the Internal Revenue Code and the regulatomslings promulgated thereunder.

Our unitholders may not be able to deduct lossetbatable to their common units.

Any losses relating to our unitholders’ common sinvill be losses related to portfolio income angiitiability to use such losses may be
limited.

Our unitholders’ partnership tax information may bedited.

We will furnish our unitholders with a Schedule Kak statement that sets forth their allocableeslofincome, gains, losses and
deductions. In preparing this schedule, we will wagous accounting and reporting conventions aribus depreciation and amortization
methods we have adopted. This schedule may nat gie¢sult that conforms to statutory or regulateguirements or to administrative
pronouncements of the IRS. Further, our tax retuay be audited, and any such audit could reswhiaudit of our unitholders’ individual
income tax returns as well as increased liabilittesaxes because of adjustments resulting fragratidit. An audit of our unitholders’ returns
also could be triggered if the tax information tiglg to their common units is not consistent whik Schedule K-1 that we are required to
provide to the IRS.

Our unitholders may have more taxable income o tagable loss with respect to their common ufitise IRS does not respect our method
for determining the adjusted tax basis of their cwon units.

We have adopted a reporting convention that willd@ our unitholders to track the basis of thedividual common units or unit groups
and use this basis in calculating their basis audfjests under Section 743 of the Internal Revenude@md gain or loss on the sale of common
units. This method does not comply with an IRSnailihat requires a portion of the combined taxdatall common units to be allocated to
each of the common units owned by a unitholder upeale or disposition of less than all of the canmnits and may be challenged by the
IRS. If such a challenge is successful, our uniterd may have to recognize more taxable incomessrthxable loss with respect to common
units disposed of and common units they continueotd.

Tax-exempt investors may recognize unrelated bssitaexable income.

Generally, unrelated business taxable income, oFIU@an arise from a trade or business unrelatedg@xempt purposes of the tax-
exempt entity that is regularly carried on by eitthee tax-exempt entity or a
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partnership in which the tax-exempt entity is atper. However, UBTI does not apply to interest meo royalties (including overriding
royalties) or net profits interests, whether thgattes or net profits are measured by productiobyogross or taxable income from the prope
Pursuant to the provisions of our partnership ages#, our general partner shall use all reasoreffidets to prevent us from realizing income
that would constitute UBTI. In addition, our gerlgrartner is prohibited from incurring certain tygp@nd amounts of indebtedness and from
directly owning working interests or cost bearintgrests and, in the event that any of our assetsrbe working interests or cost bearing
interests, is required to assign such interestisg@perating partnership subject to the resematfa net profits overriding royalty interest.
However, it is possible that we may realize incdahrag would constitute UBTI in an effort to maximiagitholder value.

Tax consequences of certain Net Profits Interetsiacertain.

We are prohibited from owning working interestscost-bearing interests. At the time of the creatibthe Minerals NPI, we assigned to
the operating partnership all rights in any suchking interests or cost-bearing interests that maginsequently be created from the mineral
properties that were and are subject of the Misatl. As additional working interests and othestdmearing interests are created out of such
mineral properties, they are owned by the opergiangnership pursuant to such original assignraerd,we have executed various documents
since the creation of the Minerals NPI to confinnels treatment under the original assignment. Te&tinent could be characterized differently
by the IRS, and in such a case we are unable thgbrevith certainty, all of the income tax conseques relating to the Minerals NPI as it
relates to such working interests and other coatibg interests.

Our unitholders may not be entitled to deductiarspercentage depletion with respect to our oil avadural gas interests.

Our unitholders will be entitled to deductions foe greater of either cost depletion or (if othaevallowable) percentage depletion with
respect to the oil and natural gas interests oviayeas. However, percentage depletion is generabylable to a unitholder only if he qualifies
under the independent producer exemption contam#te Internal Revenue Code. For this purposéndependent producer is a person not
directly or indirectly involved in the retail sabé oil, natural gas, or derivative products or tiperation of a major refinery. If a unitholder does
not qualify under the independent producer exemptie generally will be restricted to deductionsdzhon cost depletion.

Our unitholders may have more taxable income & tagable loss on an ongoing basis if the IRS dogsiccept our method of allocating
depletion deductions.

The Internal Revenue Code requires that income, ¢z8s and deduction attributable to appreciatetbpreciated property that is
contributed to a partnership in exchange for angaship interest in the partnership must be alextab that the contributing partner is charged
with, or benefits from, gain or unrealized losdereed to as “Built-in Gain” and “Built-in Lossfespectively, associated with the property a
time of its contribution to the partnership. Ourtparship agreement provides that the adjustettasis of the oil and natural gas properties
contributed to us is allocated to the contribufiragtners for the purpose of separately determidamgetion deductions. Any gain or loss
resulting from the sale of property contributedisowill be allocated to the partners that conteloiuthe property, in proportion to their
percentage interest in the contributed propertyake into account any Built-in Gain or Built-in &5 This method of allocating Built-in Gain
and Built-in Loss is not specifically permitted byited States Treasury regulations, and the IRS chajlenge this method. Such a challenge,
if successful, could cause our unitholders to recagmore taxable income or less taxable loss congoing basis in respect of their common
units.
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Our unitholders may have more taxable income @& tazable loss on an ongoing basis if the IRS do¢gaccept our method of determining
a unitholder’s share of the basis of partnershipperty.

Our general partner utilizes a method of calcugagach unitholder’s share of the basis of partignstoperty that results in an aggregate
basis for depletion purposes that reflects thelmse price of common units as paid by the unitholtleis method is not specifically authori:
under applicable Treasury regulations, and thertR$ challenge this method. Such a challenge, ifesgful, could cause our unitholders to
recognize more taxable income or less taxabledossn ongoing basis in respect of their commorsunit

The ratio of the amount of taxable income that ballallocated to a unitholder to the amount of ctmdt will be distributed to a unitholder
uncertain, and cash distributed to a unitholder nay be sufficient to pay tax on the income wecalie to a unitholder.

The amount of taxable income realized by a unitiioldll be dependent upon a number of factors uiclg: (i) the amount of taxable
income recognized by us; (ii) the amount of anyngatognized by us that is attributable to specifiset sales that may be wholly or partially
attributable to Built-in Gain and the resultingoathtion of such gain to a unitholder, dependinghenasset being sold; (iii) the amount of basis
adjustment pursuant to the Internal Revenue Codaadne to a unitholder based on the purchase foicany common units and the amount
which such price was greater or less than a unigttd proportionate share of inside tax basis ofa@sets attributable to the common units
when the common units were purchased; and (ivirte#hod of depletion available to a unitholder. Efiere, it is not possible for us to predict
the ratio of the amount of taxable income that dlallocated to a unitholder to the amount of ¢hahwill be distributed to a unitholder.

A unitholder may lose his status as a partner afRartnership for federal income tax purposes ifléreds our common units to a short se
to cover a short sale of such common units.

If a unitholder loans his common units to a sheles to cover a short sale of common units, he begonsidered as having disposed of
his ownership of those common units for federabine tax purposes. If so, the unitholder would mykr be a partner of our Partnership for
tax purposes with respect to those common unitagtine period of the loan and may recognize gaioss from the disposition. As a result,
during this period, any of our income, gain, lossleduction with respect to those common units @awlt be reportable, and any cash
distributions received for those common units wdgdully taxable and may be treated as ordinacgrime.

If we are not notified (either directly or throughbroker) of a sale or other transfer of commontsirsome distributions and federal income
tax information or reports with respect to suchtamhay not be provided to the purchaser or othandferee of the units and may instead
continue to be provided to the original transferor.

If our transfer agent or any other nominee holdiogmmon units on behalf of a partner is not timedyifred, and a proper transfer of
ownership is not recorded on the appropriate baokkrecords, of a sale or other transfer of comomts, some distributions and federal
income tax information or reports with respecthitese common units may not be made or providedettrémsferee of the units and may insi
continue to be made or provided to the originaisfaror. Notwithstanding a transferee’s failuredoeive distributions and federal income tax
information or reports from us with respect to thesits, the IRS may contend that such transferagoartner for federal income tax purposes
and that some allocations of income, gain, losgealuction by us should have been reported by saokferee. Alternatively, the IRS may
contend that the transferor continues to be a eaftr federal income tax purposes and that alionatof income, gain, loss or deduction by us
should have been reported by such transferorelfrdmsferor is not treated as a partner for fédiecame tax purposes, any cash distributions
received by such transferor with respect to thesfierred units following the transfer would be yuthxable as ordinary income to the transft
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A sale or exchange of 50% or more of the totalregts in our capital and profits within a 12-momtériod could result in adverse tax
consequences to a unitholder.

We will terminate for federal income tax purpodethére is a sale or exchange of 50% or more ofdted interests in our capital and
profits within a 12-month period. A termination wduesult in the closing of our taxable year farratholder. As a result, if a unitholder has a
different taxable year than we have, he may beiredto include his allocable share of our incogedn, loss, deduction, credits and other
items from both the taxable year ending prior ®ykar of our termination and the short taxable geding at the time of our termination in
same taxable year. A termination also could réaydenalties if we were unable to determine thattdrmination occurred.

Foreign, state and local taxes could be withhelcdharounts otherwise distributable to a unitholder.

A unitholder may be required to file tax returnsld® subject to tax liability in the foreign, statelocal jurisdictions where he resides
in each state or local jurisdiction in which we bassets or otherwise do business. We also maggo@ed to withhold state income tax from
distributions otherwise payable to a unitholded atate income tax may be withheld by others omltgypayments to us.

Disclosure Regarding Forward-Looking Statements

Statements included in this report that are ndblitsal facts (including any statements concermitegns and objectives of managemen
future operations or economic performance, or apsioms or forecasts related thereto), are forwaaking statements. These statements can
be identified by the use of forward-looking termimgy including “may,” “believe,” “will,” “expect,”anticipate,” “estimate,” “continue” or
other similar words. These statements discussdgxpectations, contain projections of resultsperations or of financial condition or state
other forward-looking information.

” o ”ou N ”ou ”ou

These forward-looking statements are made based mpmagement’s current plans, expectations, eggnassumptions and beliefs
concerning future events impacting us and, theegfiovolve a number of risks and uncertainties.dAfation that forward-looking statements
are not guarantees and that actual results cofi&t diaterially from those expressed or impliedha forward-looking statements for a number
of important reasons, including those discusse@utfdisk Factors” and elsewhere in this report.

You should read these statements carefully bedheyemay discuss our expectations about our fytaréormance, contain projections
our future operating results or our future finahciandition, or state other forward-looking infortian. Before you invest, you should be aware
that the occurrence of any of the events hereiordesl in “Risk Factors” and elsewhere in this mpould substantially harm our business,
results of operations and financial condition dmat ipon the occurrence of any of these eventgrddeng price of our common units could
decline, and you could lose all or part of yourestment.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.

ITEM2. PROPERTIES
Facilities

Our office in Dallas consists of 11,847 square &ddeased office space. The operating partnersiips a field office in Hooker,
Oklahoma and leases part of an office in Amarillexas.

Properties
We own two categories of properties: the Royaltyperties and the Net Profits Interests.
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Royalty Properties

We own Royalty Properties representing producirgyraonproducing mineral, royalty, overriding royalhet profits and leasehold
interests in properties located in 573 counties@artshes in 25 states. Acreage amounts listedrhexpresent our best estimates based on
information provided to us as a royalty owner. Dmu¢he significant number of individual deeds, E=aand similar instruments involved in the
acquisition and development of the Royalty Propsrliy us or our predecessors, acreage amountstieetso change as new information
becomes available. In addition, as a royalty owoer,access to information concerning activity apdrations on the Royalty Properties is
limited. Most of our producing properties are sgbje old leases and other contracts pursuant tohake are not entitled to well information.
Some of our newer leases provide for access taiealdata and other information. We may have kahiaccess to public data in some areas
through third party subscription services. Consatiyethe exact number of wells producing from afllibg on the Royalty Properties is not
determinable. The primary manner by which we wéitbme aware of activity on the Royalty Propertiethe receipt of division orders or other
correspondence from operators or purchasers.

Acreage Summary

The following table sets forth as of December 317, a summary of our gross and net, where appicabres of mineral, royalty,
overriding royalty and leasehold interests, andramilation of the number of counties and parishesstates in which these interests are
located. The majority of our net mineral acreswareased. Acreage amounts may not add across dwetiapping ownership among
categories.

Overriding
Mineral Royalty Royalty Leasehold Total
Number of State 25 17 18 8 25
Number of Counties/Parish 464 19C 14C 35 57:
Gross 2,258,16! 586,41¢ 243,03¢ 35,39¢ 3,122,97!
Net (where applicable 344,82. — — — 344,82.

Our net interest in production from royalty, ovdinig royalty and leasehold interests is based aseleoyalty and other third-party
contractual terms, which vary from property to prdp. Consequently, net acreage ownership in tbatgories is not determinable. Our net
interest in production from properties in which oxen a royalty or overriding royalty interest maydféected by royalty terms negotiated by
the mineral interest owners in such tracts and thssees. Our interest in the majority of thesgperties is perpetual in nature. However, a
minor portion of the properties are subject to 'and conditions pursuant to which a portion ofiaterest may terminate upon cessation of
production.

The following table sets forth, as of DecemberZ1)7, the combined summary of total gross andwle¢le applicable) acres of mineral,
royalty, overriding royalty and leasehold intereateach of the states in which these interestéoasted.

State Gross Net State Gross Net
Alabama 106,07 7,791 Missouri 334 43
Arkansas 46,95 15,11 Montana 281,99: 62,63(
California 924 162 Nebraske 3,36( 257
Colorado 22,88( 1,42¢ New Mexico 44,53( 2,19¢
Florida 88,83:  24,24¢ New York 23,071 18,44(
Georgia 3,67¢ 1,024 North Dakote 293,61« 37,20
lllinois 4,72¢ 88t Oklahoma 228,65! 15,99¢
Indiana 303 118 Pennsylvanii 9,511 4,65:
Kansas 13,98! 2,38t South Dakot: 14,40¢ 1,26¢
Kentucky 1,99¢ 558 Texas 1,637,82. 134,50°
Louisiana 133,40¢ 1,67( Utah 5,937 20C
Michigan 54,36 2,62: Wyoming 28,12¢ 1,057
Mississippi 72,03¢ 8,41
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Leasing Activity
We received cash payments in the amount of $609j0€iig 2007 attributable to lease bonus on 104ele@and six pooling elections in
lands located in 27 counties and parishes in silest These leases reflected bonus payments ramgittg$500/acre and initial royalty terms
ranging up to 40%. Many of these leases contaiitiaddl overriding royalty interests and provisidies optional working interest participation
in subsequent wells, back-in working interestsradeyout or escalating royalty terms.

We received cash payments in the amount of $172j0€8g the fourth quarter of 2007 attributabldease bonus on 14 leases and three
pooling elections of our interests in lands locatedlé counties and parishes in two states. Thessek reflected bonus payments ranging up to
$500/acre and initial royalty terms ranging up 084

The following table sets forth a summary of leased pooling elections consummated during 2005 gind@2007.

2007 2006 2005
Consummated Leas

Number 107 76 78
Number of State 6 7 5
Number of Countie 27 33 26
Average Royalty 24.1% 25.5% 24.8%
Average Bonus, $/ac $ 22z $ 52¢ $ 30¢
Total Lease Boni—cash basi $609,00( $7,377,00! $1,680,00!

Eight leases were granted for no bonus considerati@007, which reflected royalty terms rangingnfr 25% to 40%. Average bonus ¢
royalty terms reflected above include these eigasés. Five leases were granted in 2007, whichdad! (in addition to royalty or bonus) an
overriding royalty interest, back-in working intster optional working interest participation. Aage royalty terms reflected above do not
reflect these additional interests. Amounts reldabove may differ from our consolidated finanstatements, which are presented on an
accrual basis. Average royalty and average bonelsiédx amounts attributable to pooling electiongim®ents received for gas storage, shut-in
and delay rental payments, coal royalty, surfageaggeements, litigation judgments and settlemertgeds are reflected in our consolidated
financial statements in various categories inclgdbut not limited to, other operating revenues ater income.

Appalachian Basin

We own varying undivided perpetual mineral inteséstapproximately 31,000/22,000 gross/net acrd®inounties in Southern New
York and Northern Pennsylvania. Approximately 758th@se net acres are located in eastern Allegadyestern Steuben Counties, New
York, areas which some industry press reports siggay be prospective for gas production from umeational reservoirs including the
Marcellus Shale. We have engaged in discussiormsaiyg these lands but have not reached an agréeomrerning a lease or other
transaction. We will continue to monitor industitigity to determine the proper course of actiomegpresent the partnership’s interests.

Net Profits | nterests

We own net profits overriding royalty interestsféreed to as the Net Profits Interests) in variptgperties owned by the operating
partnership. We receive monthly payments equalt§®% of the net profits actually realized by tipeiating partnership from these prope
in the preceding month. In the event costs exceeenues on a cash basis in a given month for piepesubject to a Net Profits Interest, no
payment is made and any deficit is accumulatedcanged over and reflected in the following montb&culation of net profit.

We own four separate Net Profits Interests, allbich were created in connection with the combaratn 2003. Three of these Net
Profits Interests have been in a continuous pstéitus other than temporary deficits in that reesrhave exceeded costs and cash payments
have been made by the operating partnership taals guarter. The purpose of such Net Profits Isteris to avoid the participation as a
working interest or other cost-bearing owner thatld result in unrelated business taxable inconas.gxofits interest payments are not
considered unrelated business taxable income Xguugposes. One such Net Profits Interest, refeirexs the
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Minerals NPI (previously the 2008306 NPI), has continuously had costs that exceeehues. As of December 31, 2007, cumulative ojpey
and development costs presented in the followibgetavhich include amounts equivalent to an intecearge, exceeded cumulative revenues
of the Minerals NPI, resulting in a cumulative @éfi All cumulative deficits (which represent curatiVe excess of operating and development
costs over revenue received) are borne 100% bgeneral partner until the Minerals NP1 recoversdbgicit amount. Once in profit status, we
will receive the Net Profits Interest paymentsibttrable to these properties. Our consolidatedhfifed statements do not reflect activity
attributable to properties subject to Net Profitetests that are in a deficit statG@ansequently, net profits interest payments, produ@n

sales volumes and prices, and oil and gas resenseg forth in other portions of this annual report do not reflect amounts attributable to
the Minerals NPI, which includes, among other propeies, all of the operating partnership’s Fayettevile Shale working interest

properties in Arkansas.

The following tables set forth cash receipts argthdisements, production volumes and reservesugtibite to the Minerals NPI for the
calendar years 2003 through 2007.

Minerals NPI Cash Basis Results
Year Ended December 31,
(in Thousands)

2003 2004 2005 2006 2007 Total
(11 mo.’

Cash received for reveni $ 4 $1,007 $1,447 $2,487 $3,25¢ $8,20(

Cash paid for operating co 5 14¢€ 24¢ 457 521 1,37:

Cash paid for development co 31€ 1,21¢ 1,08¢ 1,691 2,63¢ 6,94¢

Net cash (paid) receive $(319) $ (357) $ 11z $ 344 $ 99 $ (119

Cumulative NPI Defici $ (674 $ (562) $ (21¢) $ (119

The revenue amounts, the production volumes, amgribved reserves presented include only propgati@ducing revenue. The
development cost amounts pertain to more propetiges the properties producing revenue due to gndifferences between operating
partnership expenditures and oil and gas produetichpayments to the operating partnership.

Minerals NPI Cash Basis Production
Year ended December 31,

2003 2004 2005 2006 2007 Total
(11 mo.)

Natural Gas mc 25¢ 138,39¢ 126,16" 190,90 291,27¢ 747,00!

Oil & Condensate bk 101 5,01« 9,434 17,447 19,66: 51,65¢

Indicated Gas Price, $/m $392 $ 59 $ 737 $ 72¢ $ 658 $ 6.7

Indicated Oil/Condensate Price, $/I $2858 $ 36.08 $ 5458 $ 61.08 $ 629 $ 58.1(

The indicated prices set forth above are calculbtedividing each yeas’ gross revenues for each product by the produgthmme of the
corresponding product. Cash received for revencledes minor amounts of non-product revenue. Saftulation does not necessarily reflect
contractual terms for sales and may be affectetiamgportation costs, location differentials, gtyaéind gravity adjustments and timing
differences between production and cash receiptBiding release of suspended funds, initial paytsfar accumulated sales, or prior period
adjustments.

Minerals NPI Reserves
Year ended December 31,

2003 2004 2005 2006 2007
Proved Reserved

Natural Gas (mmci 231 273 313 532 1,44
Oil & Condensate (mbbl¢ 5 7 32 46 34
Future Net Revenues ($ in thousar $90¢€ $1,35:2 $3,39¢ $4,30¢ $10,52:
Standardized Measure ($ in thousar $61€ $1,03¢ $2,65¢ $3,40¢ $ 7,25:¢

@ All reserves are proved developed.
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Amounts in the above tables reflect the operateugnership’s ownership of the subject propertiest Rrofits Interest payments to us, if
any, will equal 96.97% of the cumulative net pfictually received by the operating partnerskifbatable to the subject properties. The
above production sales volumes, indicated pricésnd gas reserves, and financial informationiaitable to the Minerals NPl may not be
indicative of future results of the Minerals NPldamay not indicate when the deficit status may a&mdl when Net Profits Interests payment
may begin from the Minerals NPI.

The Minerals NPI includes numerous opportunitiestie operating partnership to participate as &imgrinterest owner in drilling
activity on lands in which we owned a mineral oyalty interest as of the date such Minerals NPI erasted. Most of these opportunities are
evidenced by a contractual option, but not thegattion, to participate in activity located in defthlands and leases, although some arise by
non-contractual means or by operation of law. Viktirard to the opportunities evidenced by a coniedaption, the operating partnership’s
decision to exercise these options and particiasit@ working interest owner is made on a well-byl-basis and only in the event a third party
proposes to drill a well subject to the contractyation. With regard to the opportunities to papte as a working interest owner that arise
non-contractually or by operation of law, we obtairare provided those opportunities due to thmastof persons that we do not control.
Thus, we are unable to project when wells may bkedy whether the operating partnership may diegarticipate, or otherwise end up
participating, in such drilling or the magnitudetbé corresponding investment, either individualtyin the aggregate, with respect to the
Minerals NPI. In the event the operating partngrsties elect to participate pursuant to these optior otherwise ends up so participating per
force of certain non-contractual relationships pioperation of law, the Minerals NPI deficit isdily to increase. Regardless of the operating
partnership’s future voluntary or involuntary peipiation, we believe net profits interest paymeifitany, made upon the Minerals NPI’s first
reaching profit status will be minimal as developinef these properties, and consequently the dpgrpartnershis payments of developmi
expenditures associated therewith, is likely toticare for at least five years. See the discussiateu“Drilling Activity” below for additional
information on some of these working interest pggytition options and possibilities.

Acreage Summary

The following tables set forth, as of DecemberZ1Q7, information concerning properties owned kydperating partnership and sub
to the Net Profits Interests, including the MinerBlPI properties. Acreage amounts listed undersebald” reflect gross acres leased by the
operating partnership and the working interesteliaet acres) in those properties. Acreage amdisted under “Mineral’reflect gross acres
which the operating partnership owns a minerakr@gtand the undivided mineral interest (net adref)ose properties. The operating
partnerships interest in these properties may be unleaseskdelay others or a combination thereof. Acreageuatsamay not add across dus
overlapping ownership among categories.

Mineral Royalty Leasehold Total
Number of State 11 1 6 12
Number of Counties/Parish 49 1 9 51
Gross Acre 46,02 64C 108,94° 155,61:
Net Acres 5,28¢ — 83,86¢ 89,15(
The following table reflects the states in whick #treage amounts listed above are located.
Mineral/Royalty Leasehold Total
Gross Net Gross Net Gross Net
Oklahoma 9,09: 80¢ 79,86 74,03 88,95 74,83¢
Kansas 64C 2C 7,03t 7,03t 7,67% 7,05t
Arkansas 55¢ 32€ 19,787 2,63i 20,34¢  2,96:
All Others 36,37 4,13 2,26¢ 161 38,637 4,29:
Totals 46,66 5,28¢ 108,947 83,86« 155,61 89,15(
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The operating partnership owns working interesteva¢he currently producing horizons in 47,360 g/d$,960 net acres in Texas
County, Oklahoma. The operating partnership has fime to time farmed out its leasehold interestsdrtions of these lands, reserving an
overriding royalty interest therein, and will codsi additional exploration or development of thiesels as circumstances warrant. The
leasehold acreage includes all of the acreageeifrdlyetteville Shale properties of Arkansas in Whie have the right to participate.

Costs Incurred

The following table sets forth information regamglit00% of the costs incurred on a cash basis bggkeating partnership during the
periods indicated in connection with the propertiaderlying the Net Profits Interests.

Years ended December 31,

2007 2006 2005
(in thousands)
Acquisition costs $ — $ — $ —
Development cost® 3,821 1,96: 1,29¢
Total $3,821 $1,96: $1,29¢

@ The years ended December 31, 2005, 2006 and 26Rid&$1,086,000, $1,691,000 and $2,647,000 raspbgtattributable to NPIs not
yet in pay status

Productive Well Summary

The following table sets forth, as of DecemberZ107, the combined number of producing wells onptteperties subject to the Net
Profits Interests, including the Minerals NPI. Grogells refer to wells in which a working interesbwned. Net wells are determined by
multiplying gross wells by the working interesttivose wells.

Productive
Wells/Units (1)
Location Gross Net
Oklahoma 192 119t
Kansas 20 20.C
All others 137 8.C
Total 34¢ 147.F

@ Multiple well units operated by someone other ttl@noperating partnership and in which we own Nefi Interests are included as
one gross well.
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Drilling Activity

We received division orders for or otherwise idéadi 346 new wells completed on our Royalty Prapsrin 11 states during 2007.
Twenty-four new wells were completed and we idéedifeight wells that were completed in prior yeamsour Net Profits Interests properties,
all located in seven states during 2007, with siditional wells in various stages of drilling ormpletion operations at year-end. Selected new
wells and the royalty interests owned by us andatbrking and net revenue interests owned by theadipg partnership are summarized in the
following table:

bMLP DMOLP Test Rates per day
County/ NRI wi NRI Gas, Qil,

Well Name ST Parish Operator @ ﬂ ﬂ mcf _bbls
Jerome Carr #-31H AR Conway SEECO, Inc 22% 3.8% 2.&% 3,24z
Polk ¢€-15 #2-30H AR Conway SEECO, Inc 58% 5(% 4.2% 1,61¢
Mulliniks 9-12 #1-35H AR Cleburne SEECO, Inc 3% 50% 4.4% 3,491
Hillis #3-27H AR Van Buren SEECO, Inc 0C% 6.2% 6.2% 1,85¢
Raiders #-27H OK Ellis Crusader Energ 0.C% 3.8% 9.1% 1,06 367
Schou #-10 OK Roger Mills  Apache Corp 3.€% 4,872 3
Coates /36 TX Hidalgo El Paso E & P Cc 6.4% 13,33¢ 167
Coate-Dorchester #: TX Hidalgo Dan A. Hughes Cc 6.2% 6.2% 4.7% 4,20¢ 7C
Coates +37 TX Hidalgo El Paso E & P Cc 6.4% 1,771 15
Southwest Texas Corp i TX Starr EOG Resource 5.1% 8,177  27:%
Southwest Texas Corp i TX Starr EOG Resource 5.1% 5,16¢ 13¢
Cleopatra #* TX Starr Petrohawk Energy Cor, 1.€% 10,35( 86
Cleopatra # TX Starr Petrohawk Energy Cor 1.€% 7,57 65
Cleopatra #¢ TX Starr Petrohawk Energy Cor| 1.€% 6,087
Harris #:-8 TX Wheeler Questal 6.2% 2,511 33
Hink 3-1 TX Wheeler Dominion OK TX Expl. 12.5% 1,282
R N Beyers Unit 230 TX Wheeler Noble Energy Inc 3.1% 3,11¢ 18

@ WI means the working interest owned by the opegapartnership and subject to the Net Profits Irsere

@ NRI means the net revenue interest attributabt®itaoyalty interest or to the operating partngs’s royalty and working interest, which
is subject to the Net Profits Interest.

Additional information concerning selected recesttvity is summarized below:

Jeffress (Vicksburg S) Field, Hidalgo County, Texa#/e own varying undivided mineral interests in savénousand acres in the gre:
Jeffress Field area of western Hidalgo County, Se¥ée leased our interest in approximately 417satwéan A. Hughes Company in October
2005 for a 25% royalty interest. In addition, thpemting partnership was granted a 5% overridiygltg interest which was convertible to a
25% working interest at payout of the first welhéloperating partnership has the option, but rebttiligation, to participate for a 25%
working interest in all future wells drilled on tHd7-acre tract or within a surrounding area cosipgi approximately 1,000 acres. The Coates-
Dorchester #1 reached payout in July 2006, at wiiich we elected to convert our overriding royaitierest to a working interest. Pursuant to
the agreement, we elected to participate with &imgrinterest in the Coates-Dorchester #2 well08&and the Coates-Dorchester #3 well,
which was drilled to a depth of 10,500 feet in AROO7. The Coates-Dorchester #3 well was complietéide Vicksburg formation and tested
at rates of 4,209 mcf and 70 bbls per day. By Ndvem2007, production from this well had declinedterage rates of 1,944 mcf and 35 bbls
per day. We own a 6.25% net revenue interest isetieree wells while the operating partnership ommadditional 4.69% net revenue intet

T-Patch (Reklaw OSO) Field, Jim Hogg and Starr Caemtirexas—We own varying undivided mineral interests totgl524/2,128
gross/net acres in multiple tracts in Jim Hogg 8tatr Counties, Texas that we leased to EOG Ressuirtc. (“EOG”)in 2004 and 2006. EO
completed ten wells on these lands in 2004, 20052896. In 2007, EOG drilled and completed two addal wells on these lands. The
Southwest Texas Corp #8 well was drilled in Mar@@2to a permitted total depth of 10,200 feet aad tested to sales at rates
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of 5,169 mcf and 136 bbls per day in April 2007eT3outhwest Texas Corp #9 well was drilled in 20@7 to a total depth of 10,500 feet and
was tested at rates of 8,177 mcf and 273 bbls geirdJuly 2007. By November 2007, production freath of these wells had declined to an
average rate of approximately 1,042 mcf per dayGEltilled a thirteenth well that was a dry hole. bien a 5.1% net revenue interest in these
wells.

Fayetteville Shale Trend of Northern ArkansagVe own varying undivided perpetual mineral intésdetaling 23,336/11,464 gross/net
acres located in Cleburne, Conway, Faulkner, Frapkbhnson, Pope, Van Buren, and White countielsadsas in an area commonly referred
to as the “Fayetteville Shale” trend of the ArkoBesin. In June 2006, we leased our average 8.6%ralimterest in 179 sections in these
eight counties for lease bonus payment of approtein&625 per acre, 25% royalty and five-year pryrterms. Assuming all of the leased
lands are pooled into 640 acre units, we will owragerage 2.1% net royalty interest in each wdledrin these units. Actual net royalty
interests will vary widely from this average interbased on our actual ownership in each unitdtfition to the basic lease terms, the oper:
partnership has the option, but not the obligatiorparticipate for an average 3.5% net workingriest in wells drilled on 111 of the 179
sections covered by the leasing agreements. Walls been proposed, permitted or drilled in 36 ef1B4 sections in which we own an inte
in this trend.

Fifty-six wells have been permitted on these laasisf February 15, 2008, of which the operatingrgaship has an interest in thirtyo.
In total, 43 wells have been spud, 38 have beerptaiad as producers and six are in various staigésllong or completion operations. One
well was abandoned early in the drilling process ttumechanical issues but was re-drilled and ssfakly completed as a producer. Set forth
below is a summary of activity through February 2808, for wells in which we own a royalty interesta net profits interest:

01/01/0¢-

200¢ 2008 200¢ 2007 02/15/0€ Total
New Well Permits 1 2 11 34 8 56
Wells Spuc 0 1 9 33 0 43
Wells Complete 0 1 5 23 9 38
Royalty Wells in Pay Statu¥ 0 0 0 5 5

@M Royalty Wells in Pay Status means wells for whiakttwas received during the indicated period aitimie to Royalty Properties
production.

Our estimated proved reserves as of December 8%, 2@clude reserves attributable to our royaltgiiest in 19 wells totaling 741 mm
These wells have average gross ultimate reserve$ difcf per well. Our estimated reserves do ndtisthe amounts attributable to working
interests in these or other wells located in ttéad and subject to the Minerals NPI as that Nit & deficit status.

Net cash receipts for the Royalty Properties attable to interests in these lands totaled $253i9@007, including $130,000 during the
fourth quarter from five wells.
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Oil and Natural Gas Reserves

The following table reflects the Partnersisiproved developed and total proved reserves, dutet revenues and Standardized Meast
December 31, 2005, 2006 and 2007. The reserveliaurd net revenues are based on the reports dfidependent petroleum engineering
consulting firms of Calhoun, Blair & Associates drdddleston & Co., Inc. Other than those filed vilie SEC, our estimated proved reserves

have not been filed with or included in any repootany federal agency.

2007 2006 2005
Net Net Net
Royalty Profits Royalty Profits Royalty Profits
Properties  Interest @ Total Properties  Interest @ Total Properties  Interest @ Total
Proved reserve
Natural gas (mmci 29,55¢ 31,70( 61,25¢ 31,36: 34,43t 65,79¢ 28,96¢ 37,33¢ 66,29¢
Qil (mbbls) 3,501 65 3,56¢€ 3,721 75 3,802 3,94¢ 81 4,02¢
Future net revenues
($, in thousands $ 483,26. $ 121,50: $604,76' $ 344,89: $ 113,68. $45857" $ 404,95 $ 214,43 $619,38(
Standardized Measur®) (§, in thousands) $ 233510 $ 8285 $316,36° $ 169,26( $ 76,89¢ $246,15¢ $ 201,100 $ 142,57- $ 343,68

@) Reserves, revenues and present values reflect®69te corresponding amounts assigned to theatipgrpartnership’s interests in the

properties underlying the Net Profits Interests.

@ We do not reflect a federal income tax provisiarcsiour partners include the income of our Parhigiis their respective federal incor

tax returns.

Proved oil and gas reserves means the estimatetitipsof crude oil, natural gas, and natural lgagds which geological and
engineering data demonstrate with reasonable ogrtim be recoverable in future years from knowsereoirs under existing economic and
operating conditions, i.e., prices and costs dheflate the estimate is made. Prices include dersion of changes in existing prices provided
only by contractual arrangements, but not on eoakbased upon future conditions.

(i) Reservoirs are considered proved if economigpcibility is supported by either actual produntmr conclusive formation test.
The area of a reservoir considered proved inclgalethat portion delineated by drilling and defirtgdgas-oil and/or oiwater contacts,
any; and (b) the immediately adjoining portions yet drilled, but which can be reasonably judged@momically productive on the
basis of available geological and engineering datthe absence of information on fluid contadte, fiowest known structural occurrence

of hydrocarbons controls the lower proved limitloé reservoir.

(i) Reserves which can be produced economicatyugh application of improved recovery techniquesch as fluid injection) are
included in the “proved” classification when sucfettesting by a pilot project, or the operatidran installed program in the reservoir,
provides support for the engineering analysis oitlwthe project or program was based.

(iiif) Estimates of proved reserves do not includke following: (a) oil that may become availablenfr&nown reservoirs but is
classified separately as “indicated additional nes®'; (b) crude oil, natural gas, and natural gas liquids,recovery of which is subject
reasonable doubt because of uncertainty as to ggaleservoir characteristics, or economic fact@@scrude oil, natural gas, and natural
gas liquids, that may occur in undrilled prospeaty] (d) crude oil, natural gas, and natural gagds, that may be recovered from oil

shales, coal, gilsonite and other such sources.

Title to Properties

We believe we have satisfactory title to all of assets. Record title to essentially all our adsatsundergone the appropriate filings in
the jurisdictions in which such assets are locaféte to property may be subject to encumbran@és believe that none of such encumbrances

should materially detract from the value of
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our properties or from our interest in these proesmor should materially interfere with their usehe operation of our business.

ITEM 3. LEGAL PROCEEDINGS

In January 2002, some individuals and an assoniatitied Rural Residents for Natural Gas Rightsldderchester Hugoton, Ltd., along
with several other operators in Texas County, Oiah regarding the use of natural gas from the virellesidences. The operating partnership
now owns and operates the properties formerly oviiyeldorchester Hugoton. These properties contributejor portion of the Net Profits
Interests amounts paid to us. On April 9, 2007ingikés, for immaterial costs, dismissed with preijice all claims against the operating
partnership regarding such residential gas useD@aber 4, 2004, the plaintiffs filed severed claiagainst the operating partnership regarding
royalty underpayments, which the Texas County Ris€ourt subsequently dismissed with a grantroktto replead. On January 27, 2006,
of the original plaintiffs again sued the operatpagtnership for underpayment of royalty, seekilagg action certification. On October 1, 2C
the Texas County District Court granted the opegagiartnership’s motion for summary judgment fimdito royalty underpayments.
Subsequently, the District Court denied the pléfiatmotion for reconsideration, and on Januar2d08, the plaintiff filed an appeal. On
March 3, 2008, the appeal was dismissed by thelokia Supreme Court pending resolution by the Bis@ourt of the operating partnership’
counterclaim. An adverse decision could reduce antsowe receive from the Net Profits Interests.

The Partnership and the operating partnershipna@ied in other legal and/or administrative pratiags arising in the ordinary course
of their businesses, none of which have predictabteomes and none of which are believed to hayesi@gmificant effect on financial position
or operating results.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF UNITHOLDERS
No matters were submitted to a vote of unitholdiensng the fourth quarter of the year ended DecerBhe2007.
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PART Il

ITEM 5. MARKET FOR REGISTRANT 'S COMMON EQUITY, RELATED UNITHOLDER MATTERS AND ISS UER
PURCHASES OF EQUITY SECURITIES

Our common units began trading on the NASDAQ Natidarket (now the NASDAQ Global Select Market) lBebruary 3, 2003. The
following summarizes the high and low sales infaiiorafor the common units for the period indicat&tie information below reflects inter-
dealer prices without retail mark-up, mark-dowrcommission and may not necessarily represent atraradactions.

2007 2006

High Low High Low
First Quartel $23.1( $20.5:2 $29.0( $23.0(
Second Quarte $24.0¢ $21.27 $28.2¢ $23.8(
Third Quartel $24.0¢ $18.5( $29.3( $23.7¢
Fourth Quarte $23.4¢ $19.0C $26.7( $21.4(

As of December 31, 2007, there were 10,361 commnithalders.

Beginning with the quarter ended March 31, 2003ggsired by our partnership agreement, we disteithand will continue to distribute,
on a quarterly basis, within 45 days of the enthefquarter, all of our available cash. Availakdsit means all cash and cash equivalents on
hand at the end of that quarter, less any amoucasif reserves that our general partner deternsimesessary or appropriate to provide for
conduct of its business or to comply with appliealalvs or agreements or obligations to which we begubject.

Since our Partnership’s combination on Januar28@3, unitholder cash distributions per common baite been:

Per Unit Amount

2003 2004 2005 2006 2007
First Quarte! $0.20646! $0.41563: $0.48124: $0.72985: $0.46114
Second Quarte $0.45808 $0.41531! $0.51454. $0.77812! $0.47374!
Third Quartel $0.42267: $0.47619I $0.57728 $0.51608: $0.56050:
Fourth Quarte $0.39106! $0.426071 $0.80554. $0.47859 $0.51462!

Distributions beginning with the third quarter 208dre paid on 28,240,431 units; previous distriimgiwere paid on 27,040,431 units.
Fourth quarter distributions are paid in Februdrhe following calendar year to unitholders ofeetin January or February of such following
year. The partnership agreement requires the ekt distribution to be paid by May 15, 20

Please see “Fourth Quarter 2007 Distribution Ingidd@rice” discussion contained in “Item 7. Managatis Discussion and Analysis of
Financial Condition and Results of Operations—Ldljyi and Capital Resources—Distributions” for protion periods and cash receipts and
weighted average prices corresponding to the faqutirter 2007 distribution.
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Performance Graph

The following graph compares the performance ofaammon units with the performance of the NASDAQ1Posite Index (the
“NASDAQ Index”) and a peer group index from thesfiday of trading of our common units, Februarg(3, through December 31, 2007.
The graph assumes that at the beginning of thege$iL00 was invested in each of (1) our commotsu(®) the NASDAQ Index, and (3) the
peer group, and that all distributions or dividemdse reinvested. We do not believe that any phetisndustry or line-of-business index
accurately reflects our business. Accordingly, \&eehcreated a special peer group index consisfiogropanies whose royalty trust units are
publicly traded on the New York Stock Exchange. @eer group index includes the units of the follagvcompanies: Cross Timbers Royalty
Trust, Mesa Royalty Trust, Sabine Royalty Trustntan Basin Royalty Trust, Hugoton Royalty Trustddahe San Juan Basin Royalty Trust.

58-Month Cumulative Total Returns
Value of $100 Invested on February 4, 2003
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ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA
Basis of Presentation

The combination of Republic, Spinnaker and Dorddreldugoton occurred on January 31, 2003. As atidhel historic data presented
fiscal year ended December 31, 2003 consists ofidriths of our Partnership’s results. This tableufthbe read in conjunction with the
consolidated financial statements and related rintdgded elsewhere in this document.

Fiscal Year Ended December 31,
(in thousands, except per unit data)

2007 2006 2005 2004 2003
Total operating revenut $ 65,36¢ $ 74,92 $ 79,83: $ 57,02¢ $ 49,35¢
Depreciation, depletion and amortizati 15,56" 18,47( 20,85¢ 20,79¢ 23,63¢
Impairment — — — — 43,80«
Net earnings (los: 43,04¢ 50,21( 52,77¢ 30,07¢ (26,82))
Net earnings (loss) per ui 1.4¢ 1.72 1.82 1.07 (1.02)
Cash distribution§) 57,40: 82,29¢ 58,02¢ 47,70: 50,79¢
Cash distributions per urii 1.97 2.8 2.0C 1.7¢ 1.94
Total asset 154,25: 168,42¢ 200,83( 206,17 198,95
Total liabilities 804 62¢ 94t 1,03t 512
Partner’ equity 153,44 167,80( 199,88! 205,13t 198,43¢

)  Because of depletion (which is usually higher i@ &arly years of production), a portion of evestritbution of revenues from properties
represents a return of a limited partner’s origingestment. Until a limited partner receives cdidtributions equal to his original
investment, in certain circumstances, 100% of slistiibutions may be deemed to be a return of ahtash distributions for 2003
include Dorchester Hugoton’s liquidating distritmrtideclared in January 2003. Cash distributiongday exclude the fourth quarter
distribution declared in January of the followingay, but include the prior year fourth quarterriistion declared in January of the
current year.

ITEM7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS
Critical Accounting Policies

We utilize the full cost method of accounting foists related to our oil and gas properties. Undermethod, all such costs are
capitalized and amortized on an aggregate basistibgestimated lives of the properties using thiestof-production method. These
capitalized costs are subject to a ceiling tesydweer, which limits such pooled costs to the agate@f the present value of future net revenues
attributable to proved oil and gas reserves distbat 10% plus the lower of cost or market valuenproved properties. Our Partnership did
not assign any book or market value to unproveggnees, including nonproducing royalty, mineratideasehold interests. The full cost
ceiling is evaluated at the end of each quartevameh events indicate possible impairment. For 2008 unamortized costs of oil and gas
properties exceeded the full cost ceiling. As alteg 2003, our Partnership recorded full cositevdowns of $43,804,000. No additional
impairments have been recorded since the quartiEsde8eptember 30, 2003.

The discounted present value of our proved oil gaslreserves is a major component of the ceilit@utzdion and requires many
subjective judgments. Estimates of reserves aeeéats based on engineering and geological anapgésent reserve engineers may reach
different conclusions as to estimated quantitiesatfiral gas or crude oil reserves based on the gaiormation. Our reserve estimates are
prepared by independent consultants. The passagaeprovides more qualitative information regaglreserve estimates, and revisions are
made to prior estimates based on updated informatlowever, there can be no assurance that mandisamt revisions will not be necessary
in the future. Significant downward revisions cotggult in an
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impairment representing a hon-cash charge to gggnin addition to the impact on calculation of deding test, estimates of proved reserves
are also a major component of the calculation pfet®n.

While the guantities of proved reserves requirestaritial judgment, the associated prices of oil galreserves that are included in the
discounted present value of our reserves are dbgdctletermined. The ceiling test calculation riegs use of prices and costs in effect as of
the last day of the accounting period, which amegally held constant for the life of the propestids a result, the present value is not
necessarily an indication of the fair value of thserves. Oil and gas prices have historically vedatile, and the prevailing prices at any gi
time may not reflect our Partnership’s or the irtdds forecast of future prices.

The preparation of financial statements in confoymiith accounting principles generally acceptethi@ United States of America
requires management to make estimates and assusfiit affect the reported amounts of assetsiabifities and disclosure of contingent
assets and liabilities at the date of the finarstialements and the reported amounts of revenuksxg@enses during the reporting period. For
example, estimates of uncollected revenues anddiegpenses from Royalty Properties and Net Prafitsrests operated by non-affiliated
entities are particularly subjective due to thebility to gain accurate and timely information. Tefore, actual results could differ from those
estimates. Please see “Item 1. Business—CustomérRricing” and “ltem 2. Properties—Royalty Propest for additional discussion.

New Accounting Standards

In June 2006, the Financial Accounting Standardsr@¢FASB) issued FASB Interpretation No. 48 (“FBl"), “Accounting for
Uncertainty in Income Taxes.” FIN 48 is an intetpt®n of FASB Statement No. 109, “Accounting focbme Taxes” and must be adopted no
later than January 1, 2007. FIN 48 prescribes gpecenensive model for recognizing, measuring, prsgand disclosing in the financial
statements uncertain tax positions taken or exgeotbe taken. We are a pass-through entity and havexperienced an impact on our
consolidated financial statements as a result optain of FIN 48.

In September 2006, the FASB issued Statement odéring Standards No. 157, “Fair Value MeasuremighB~AS 157”). SFAS 157
defines fair value, establishes a framework for sneiag fair value in generally accepted accoungirigciples, expands disclosures about fair
value measurements, and is effective for finarst@lements issued for fiscal years beginning &ftarember 15, 2007, as well as interim
periods within those fiscal years. However, the BAfas issued FSP 157-2 to partially defer the éffedate for SFAS 157 for one year. The
one-year deferral applies to all nonfinancial esset liabilities (nonfinancial items), except thdkat are recognized or disclosed at fair value
in financial statements on a recurring basis @tl@annually). We do not anticipate a material ichjpa our consolidated financial statements.

Contractual Obligations
Our office lease in Dallas, Texas comprises outreatual obligations.
Payments due by Perioc
Contractual Obligations Total Less than 1 yea 1-3 years 3-5 years More than 5 years

Operating Lease Obligatiol $1,721,001 $ 216,00( $453,00( $477,00( $ 575,00(
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Results of Operations

Normally, our period-to-period changes in net eagriand cash flows from operating activities ameqjpally determined by changes in
oil and natural gas sales volumes and prices,@addsser extent, by capital expenditures deductddr the Net Profits Interests calculation.
Our portion of oil and gas sales volumes and weidlatverage sales prices are shown in the follovehbp.

Years Ended December 31

2007 2006 2005
Accrual Basis Sales Volume
Royalty Properties Gas Sales (mmr 3,62: 3,94¢ 3,89(
Royalty Properties Oil Sales (mbb 30C 32¢ 34C
Net Profits Interests Gas Sales (mn 4,13 4,521 4,87:
Net Profits Interests Oil Sales (mbh 16 15 11
Accrual Basis Weighted Averages Sales Pi
Royalty Properties Gas Sales ($/rr $664 $64€ $ 7.4
Royalty Properties Oil Sales ($/bl $67.7¢  $59.8¢  $51.07
Net Profits Interests Gas Sales ($/ir $665 $6.28 $ 7.8
Net Profits Interests Oil Sales ($/b $62.4C $52.6¢  $50.5¢
Accrual Basis Production Costs Deducted unde
Net Profits Interests ($/mcfé) $19¢ $157 $ 14

@ Provided to assist in determination of revenuepliap only to Net Profits Interests sales volumesgs.

Comparison of the twelve-month periods ended December 31, 2007, 2006 and 2005

Royalty Properties’ oil sales volumes decrease#3@m 340 mbbls during 2005 to 329 mbbls durin§&@nd decreased 8.8% to 300
mbbls during 2007. Royalty Properties’ gas saldames increased 1.5% from 3,890 mmcf during 2008,9d49 mmcf during 2006 and then
decreased 8.3% to 3,623 mmcf during 2007. Royatpé&ties gas sales volumes in 2007 were negatingdgcted by weather conditions in
the Midcontinent and Gulf Coast regions in thetfiysarter. These disruptions were temporary in rimssances, and royalty gas sales volumes
in particular increased by more than 20% from 838afnin the first quarter to 1,035 mmcf in the fduguarter of 2007.

Net Profits Interests properties’ oil sales volurmeseased 36.4% from 11 mbbls during 2005 to 16Imduring 2006 and then increased
6.7% to 16 mbbls during 2007, primarily as a restiitmproved production in North Dakota propertibgt Profits Interests properties’ gas
sales volumes decreased 7.2% from 4,873 mmcf d@fo§ to 4,521 mmcf during 2006 and subsequentlyedesed 8.6% to 4,133 mmcf in
2007 principally as a result of natural reservaplétion in the Guymon-Hugoton field in Oklahoma.

Weighted average oil sales prices attributablééoRoyalty Properties increased 17.3% from $51é7pl in 2005 to $59.89 per bbl in
2006 and subsequently increased 13.1% to $67.7Bgbém 2007. Royalty Properties’ weighted averggs sales prices decreased 13.1% from
$7.43 per mcf during 2005 to $6.46 per mcf durio@@and then increased 2.8% to $6.64 per mcf d2@Qy. Weighted average Net Profits
Interests properties’ gas sales prices decreas&@oclfdfom $7.82 per mcf during 2005 to $6.28 per thafing 2006 and then increased 5.6% to
$6.63 per mcf in 2007. Net Profits Interests prtipst weighted average oil sales prices increasgt4rom $50.58 per bbl during 2005 to
$52.68 per bbl during 2006 followed by an increas&8.5% to $62.40 per bbl in 2007. All such fluations resulted from changing market
conditions.

Our 2007 operating revenues decreased 12.8% frdn®%7,000 during 2006 to $65,365,000 primarily assalt of decreased lease
bonus revenue from 2006, which included an unusomunt of lease bonus income attributable to thefteville Shale transaction. Our 2006
net operating revenues decreased 6.1% from $79@32{uring 2005 to $74,927,000 primarily as a ftesutlecreased natural gas sales prices.
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General and administrative (“G&A”) costs increaddd4% from $3,058,000 in 2006 to $3,591,000 in 260¢ to increased costs related
to, among other things, increased number of urdétohccounts, modernizing of land records, andoouting of royalty revenue processing
activities during mid-2006. G&A costs increasedlstly from $2,892,000 in 2005 to $3,058,000 in 2006

Depletion and amortization was $20,858,000 in 288% decreased to $18,470,000 and $15,567,000 th&@d 2007, respectively,
primarily as a result of a lower depletable base wuthe effects of previous depletion and upwakdsions in oil and gas reserve estimates.
Cash flow from operations and cash distributionsgriitholders are not affected by depletion, de@timn and amortization.

Net cash provided by operating activities increas&8o from $69,112,000 during 2005 to $72,783,000nd) 2006 and decreased 19.7%
to $58,432,000 during 2007 due primarily to theef$ of the unusual amount of Fayetteville Shasdebonus during 2006 and the timing of
cash receipts.

Texas Margin Tax

During 2006, the Texas Legislature passed H.B.I8¢hvis a new tax system, commonly referred tdhasTiexas margin tax. The Texas
margin tax applies to corporations and limitedilighcompanies, general and limited partnershipdéss otherwise exempt), limited liability
partnerships, trusts (unless otherwise exemptjnbss trusts, business associations, professigsatmtions, joint stock companies, holding
companies, and joint ventures. The effective dateeTexas margin tax is January 1, 2008, butdakeyenerally will be imposed on gross
revenues generated in 2007 and thereafter.

Limited partnerships that receive at least 90%hefrtgross income from designated passive souirngading royalties from mineral
properties and other non-operated mineral inténesime, and do not receive more than 10% of timeioine from operating an active trade or
business, are generally exempt from the Texas m#agias “passive entities.” Our Partnership showdet the requirements for being
considered a “passive entitfdr Texas margin tax purposes and, therefore atishbe exempt from the Texas margin tax. If exefrgph tax a
the Partnership level as a passive entity, eadhalder that is considered a taxable entity underTtexas margin tax would generally be
required to include its Texas portion of Partngrgievenues in its own Texas margin tax computation.

Each unitholder is urged to consult his own taxisaivwegarding the requirements for filing stateoime, franchise and Texas margin tax
returns.

Liquidity and Capital Resources
Capital Resources

Our primary sources of capital are our cash flawnfithe Net Profits Interests and the Royalty PrigggrOur only cash requirements are
the distributions to our unitholders, the paymentiband gas production and property taxes no¢ntiise deducted from gross production
revenues and general and administrative expenses@ua on our behalf and allocated in accordantie er partnership agreement. Since the
distributions to our unitholders are, by definitialetermined after the payment of all expensesadlgtpaid by us, the only cash requirements
that may create liquidity concerns for us are tagnpents of expenses. Since most of these expeasesivectly with oil and natural gas prices
and sales volumes, we anticipate that sufficiendéuwill be available at all times for paymentlodse expenses. See “Item 5. Market for
Registrant’'s Common Equity, Related Unitholder Megtand Issuer Purchases of Equity Securitiesthimamounts and dates of cash
distributions to our unitholders.

We are not directly liable for the payment of ampleration, development or production costs. Wendbhave any transactions,
arrangements or other relationships that could riadigeaffect our liquidity or the availability afapital resources.
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Pursuant to the terms of our partnership agreementannot incur indebtedness, other than tradelpes, (i) in excess of $50,000 in the
aggregate at any given time or (ii) which would stitnte “acquisition indebtedness” (as defined éct®n 514 of the Internal Revenue Code of
1986, as amended).

Off-Balance Sheet Arrangements

We have no significant off-balance sheet arrangesrtbiat have or are reasonably likely to have sectiror future effect on our financial
condition, changes in financial condition, revenaesxpenses, results of operations, liquidity iteyexpenditures or capital resources that are
material to unitholders.

Expenses and Capital Expenditures

The operating partnership’s planned drilling okaand Oklahoma Council Grove formation well hasbeestponed until 2008 due to
delayed regulatory permits. The previous Councdv@rdrilling attempt in 2007 was a dry hole costamproximately $280,000. The 2007
Oklahoma Guymon-Hugoton replacement well incregseduction from eight to 90 mcf per day and cogtragimately $500,000.

During the period beginning in late 2006 throughuky 2008, the operating partnership deepenedaelis into the Fort Riley zone of
the Oklahoma Guymon-Hugoton field at costs ran@iom $70,000 to $200,000. One well increased fr@d tb 319 mcf per day and the
remaining wells’ production was generally unchandgaring 2007, the operating partnership perforated recompleted two Oklahoma wells
into a shallower zone of the Guymon-Hugoton fielthwnixed results yielding no net production ingeand costs ranging from $45,000 to
$85,000.

The operating partnership plans to continue itsr&ffto increase production in Oklahoma by techesciinat may include fracture treati
deepening, recompleting, and drilling. As shownwah@osts vary widely and are not predictable at e&fort requires specific engineering.
Such activities by the operating partnership canfldience the amount we receive from the Net Psdfiterests as reflected in the accrual basis
production costs $/mcfe in the table under “Re<uflt®perations.”

The operating partnership owns and operates this,vpibelines and gas compression and dehydraticititfes located in Kansas and
Oklahoma. The operating partnership anticipatedugbincreases in expenses as repairs to thediéidadiecome more frequent and anticip
gradual increases in field operating expensessasveir pressure declines. The operating partreidibes not anticipate incurring significant
expense to replace these facilities at this tines€ capital and operating costs are reflecteakimNet Profits Interests payments we receive
from the operating partnership.

In 1998, Oklahoma regulations removed producticangjty restrictions in the Guymon-Hugoton field atid not address efforts by third
parties to persuade Oklahoma to permit infill drdlin the Guymon-Hugoton field. Infill drilling add require considerable capital
expenditures. The outcome and the cost of suchitiesi are unpredictable and could influence theamt we receive from the Net Profits
Interests. The operating partnership believest has sufficient field compression and permitsvilacuum operation for the foreseeable future.

Liquidity and Working Capital
Year-end cash and cash equivalents totaled $19001or 2007, $13,927,000 for 2006, and $23,389f60Q005.
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Distributions

Distributions to limited partners and general parsrrelated to cash receipts for the period frorofer 2006 through December 2007
were as follows:

Per Unit Limited General
Year Quarter Record Date Payment Date Amount Partners Partners
$ in Thousands

2006 4th January 30, 200 February 9, 200 $0.47859! $13,51¢ $ 40%
2007 1st April 23, 2007 May 3, 2007 0.461141 13,02: 38C
2007 2nd July 23, 2007 August 3, 200° 0.47374! 13,37¢ 40z
2007 3rd October 23, 200 November 5, 200 0.56050; 15,82¢ 467
Total distributions paid in 20C $55,74" $1,65¢
2007 4th January 25, 200 February 4, 200 $0.51462! $14,53: $ 46:

In general, the limited partners are allocated @%e Royalty Properties’ net receipts and 99%.wofNet Profits Interests net receipts.

Net Profits Interests

We receive monthly payments from the operatingrgaship equal to 96.97% of the net proceeds agtuedllized by the operating
partnership from the properties underlying the Rigffits Interests. The operating partnership retéie 3.03% balance of these net proceeds.
Net proceeds generally reflect gross proceeddataile to oil and natural gas production actuadtyeived during the month less produci
costs actually paid during the same month. Prodnatosts generally reflect drilling, completioneogating and general and administrative ¢
and exclude depletion, amortization and other reshi@costs. The operating partnership made Nett®toferests payments to us totaling
$21,408,000 during October 2006 through Septem®@r 2vhich payments reflected 96.97% of total meteeds of $22,076,000 realized fi
September 2006 through August 2007. Net proceedized by the operating partnership during Septerttiteugh November 2007 were
reflected in Net Profits Interests payments madanduOctober through December 2007. These paynvesits included in the fourth quarter
distribution paid in early 2008 and are excludemhfrthis 2007 analysis.

Royalty Properties

Revenues from the Royalty Properties are typiqadligl to us with proportionate severance (produgtiaxes deducted and remitted by
others. Additionally, we generally pay ad valoremes, general and administrative costs, and matkatid associated costs since royalties
lease bonuses generally do not otherwise bear timgi@ similar costs. After deduction of the abalescribed costs including cash reserves,
our net cash receipts from the Royalty Propertigtd the period October 2006 through September 20€re $35,993,000, of which
$34,553,000 (96%) was distributed to the limitedners and $1,440,000 (4%) of which was distributethe general partner. Proceeds
received by us from the Royalty Properties durlmgperiod October through December 2007 becameptré fourth quarter distribution pe
in early 2008, which is excluded from this 2007 lgsis.
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Distribution Determinations

The actual calculation of distributions is perfodreach calendar quarter in accordance with ouneestip agreement. The following
calculation covering the period October 2006 thfo8gptember 2007 demonstrates the method.

$ In Thousands

General
Limited
Partners Partner
4% of Net Cash Receipts from Royalty Proper $ — $1,44(
96% of Net Cash Receipts from Royalty Propel 34,55 —
1% of Net Profits Interests Paid to our Partner: — 214
99% of Net Profits Interests Paid to our Partngr 21,19« —
Total Distributions $55,74" $1,65¢
Operating Partnership Share (3.03% of Net Proce — 66¢
Total General Partner She $2,32:
% of Total 96% 4%

In summary, our limited partners received 96%, amdgeneral partner received 4% of the net caskrgésd by our activities and those
of the operating partnership during this periode@amthese fixed percentages, our general partves dot have any incentive distribution ric
or other right or arrangement that will increasepiercentage share of net cash generated by dwitiestor those of the operating partnership.

During the period October 2006 through Septemb8i 26ur Partnership’s quarterly distribution paytseto limited partners were based
on all of its available cash. Our Partnership’sya@ignificant cash reserves that influenced quigrfsayments were $1,125,000 for ad valorem
taxes. Additionally, certain production costs unther Net Profits Interests calculation and a sipaition of management expense
reimbursements include amounts for which funds \geteaside monthly to enable payment when due. Blenare pension contributions and
payroll taxes. These amounts generally are notfoelgeriods over one year.

Fourth Quarter 2007 Distribution Indicated Price

In an effort to provide the reader with informatiooncerning prices of oil and gas sales that cpared to our quarterly distributions,
management calculates the weighted average pridévtiing gross revenues received by the net volkiofehe corresponding product without
regard to the timing of the production to whichtssales may be attributable. This “indicated pride&s not necessarily reflect the contractual
terms for such sales and may be affected by tratetfmn costs, location differentials, and quadityd gravity adjustments. While the
relationship between the Partnership’s cash recaipd the timing of the production of oil and gasyrbe described generally, actual cash
receipts may be materially impacted by purchasetsase of suspended funds and by prior periodsadpnts.

Cash receipts attributable to the Partnership’saRgyroperties during the 2007 fourth quarterlesta11,168,000. These receipts
generally reflect oil sales during September thtodgvember 2007 and gas sales during August thr@gabber 2007. The weighted average
indicated prices for oil and gas sales during ®@72ourth quarter attributable to the Royalty Rnties were $79.72/bbl and $5.99/mcf.

Cash receipts attributable to the Partnership’sefits Interests during the 2007 fourth quartéaled $4,559,000. These receipts
generally reflect oil and gas sales from the priggunderlying the Net Profits Interests duringgést through October 2007. The weighted
average indicated prices for oil and gas salesiduhie 2007 fourth quarter attributable to the Rieffits Interests were $68.56/bbl and
$5.85/mcf.
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General and Administrative Costs

In accordance with our partnership agreement, vae &iégeneral and administrative and other ovetlegenses subject to certain
limitations. We reimburse our general partner fertain allocable costs, including rent, wages,rg&gdaand employee benefit plans. This
reimbursement is limited to an amount equal tostima of 5% of our distributions plus certain cosevipusly paid. Through December 31,
2007, the limitation was substantially in excesshefreimbursement amounts actually paid or accrued

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

The following information provides quantitative aqdalitative information about our potential expasuto market risk. The term
“market risk” refers to the risk of loss arisingiffin adverse changes in oil and natural gas pringsgist rates and currency exchange rates. The
disclosures are not meant to be precise indicatioegpected future losses, but rather indicatongoskible losses.

Market Risk Related to Oil and Natural Gas Prices

Essentially all of our assets and sources of incaradrom the Net Profits Interests and the RoyRtyperties, which generally entitle us
to receive a share of the proceeds from oil andrahgas production on those properties. Consetyyevmt are subject to market risk from
fluctuations in oil and natural gas prices. Priciagoil and natural gas production has been Jelatind unpredictable for several years. We do
not anticipate entering into financial hedging atigés intended to reduce our exposure to oil aattiral gas price fluctuations.

Absence of Interest Rate and Currency Exchange Riake

We do not anticipate having a credit facility ocumring any debt, other than trade debt. Therefegedo not expect interest rate risk tc
material to us. We do not anticipate engagingangactions in foreign currencies which could expgsto foreign currency related market ri

ITEM 8. CONSOLIDATED FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
The consolidated financial statements are set fegthin commencing on page F-1.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL DISCLOSURE
None.

ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

The Partnership maintains disclosure controls andgulures that are designed to ensure that infmegquired to be disclosed in its
filings with the SEC are recorded, processed, sutizeand reported within the time period specifiethe SEC’s rules and forms, and that
such information is accumulated and communicateddanagement, including its chief executive andfdimancial officer, as appropriate, to
allow timely decisions regarding required discl@sbased on the definition of “disclosure contrald @arocedures” as defined in Rule 183z(e)
promulgated under the Securities Exchange Act 8#18s amended (the “Exchange Act”).

Management’'s Annual Report on Internal Control Over Financial Reporting

Management acknowledges its responsibility fortdisthing and maintaining adequate internal corakar financial reporting in
accordance with Rule 13a-15(f) promulgated underBkchange Act. Management has
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also evaluated the effectiveness of its internatrod over external financial reporting in accordamwith generally accepted accounting
principles within the guidelines of the CommittdfeSponsoring Organizations of the Treadway Comrisfiamework. Based on the results of
this evaluation, Management has determined tha®#nmership’s internal control over financial repg was effective as of December 31,
2007.

Changes in Internal Controls

There were no changes in our Partnership’s intexoatrol over financial reporting (as defined inlR@3a-15(f) of the Securities
Exchange Act of 1934) during the quarter ended Der 31, 2007, that have materially affected, erransonably likely to materially affect,
our internal control over financial reporting.

ITEM9B. OTHER INFORMATION
None.
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PART IlI

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE

The information required by this item is incorp@etherein by reference to the 2008 Proxy Statemadnith will be filed with the
Commission not later than 120 days subsequent ¢teber 31, 2007.

ITEM 11. EXECUTIVE COMPENSATION

The information required by this item is incorp@eterein by reference to the 2008 Proxy Statemdmith will be filed with the
Commission not later than 120 days subsequent tember 31, 2007.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
UNITHOLDER MATTERS

The information required by this item is incorp@etherein by reference to the 2008 Proxy Statemadnith will be filed with the
Commission not later than 120 days subsequent tember 31, 2007.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

The information required by this item is incorp@etherein by reference to the 2008 Proxy Statemdmith will be filed with the
Commission not later than 120 days subsequent teber 31, 2007.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by this item is incorp@etherein by reference to the 2008 Proxy Statemadnith will be filed with the
Commission not later than 120 days subsequent tember 31, 2007.
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ITEM 15.

Number

3.1

3.2

3.6

3.7

3.8

3.1C

3.11

3.1z

3.1¢

3.14

PART IV

EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(a) Financial Statements and Schedules

(1)
(2)
3)

See the Index to Consolidated Financial Statenmntsage -1.
No schedules are require
Exhibits.

Description
Certificate of Limited Partnership of Dorchestemidials, L.P. (incorporated by reference to ExI8kitto Dorchester Minerals’

Registration Statement on Forr-4, Registration Number 3-88282)

Amended and Restated Agreement of Limited PartiecstDorchester Minerals, L.P. (incorporated bierence to Exhibit 3.2
to Dorchester Minera’ Report on Form 1-K for the year ended December 31, 20

Certificate of Limited Partnership of Dorchestemdials Management LP (incorporated by referenéextobit 3.4 to Dorcheste
Mineral¢ Registration Statement on Forr-4, Registration Number 3-88282)

Amended and Restated Agreement of Limited PartigdtDorchester Minerals Management LP (incorpeddty reference to
Exhibit 3.4 to Dorchester Miner¢ Report on Form 1-K for the year ended December 31, 20

Certificate of Formation of Dorchester Minerals Mgement GP LLC (incorporated by reference to Exildi to Dorchester
Mineral¢ Registration Statement on Forr-4, Registration Number 3-88282)

Amended and Restated Limited Liability Company Agnent of Dorchester Minerals Management GP LLCofiporated by
reference to Exhibit 3.6 to Dorchester Mine’ Report on Form 1-K for the year ended December 31, 20

Certificate of Formation of Dorchester Minerals @aimg GP LLC (incorporated by reference to Exh®t0 to Dorchester
Mineral¢ Registration Statement on Forr-4, Registration Number 3-88282)

Limited Liability Company Agreement of Dorchesteiridrals Operating GP LLC (incorporated by referetacExhibit 3.11 tc
Dorchester Minera’ Registration Statement on Forr-4, Registration Number 3-88282)

Certificate of Limited Partnership of Dorchestemdials Operating LP (incorporated by referencextoiliit 3.12 to Dorcheste
Mineral¢ Registration Statement on Forr-4, Registration Number 3-88282)

Amended and Restated Agreement of Limited PartiedtDorchester Minerals Operating LP (incorpodaby reference to
Exhibit 3.10 to Dorchester Mineri’ Report on Form 1-K for the year ended December 31, 20

Certificate of Limited Partnership of Dorchestemidials Oklahoma LP (incorporated by reference tailtix3.11 to Dorcheste
Mineral¢ Report on Form 1-K for the year ended December 31, 20

Agreement of Limited Partnership of Dorchester Mate Oklahoma LP (incorporated by reference to Eixl3i.12 to Dorcheste
Mineral¢ Report on Form 1-K for the year ended December 31, 20

Certificate of Incorporation of Dorchester Miner@lklahoma GP, Inc. (incorporated by reference thiliik3.13 to Dorchester
Mineral¢ Report on Form 1-K for the year ended December 31, 20

Bylaws of Dorchester Minerals Oklahoma GP, Inccgiporated by reference to Exhibit 3.14 to Dorcebtineral’ Report or
Form 1(-K for the year ended December 31, 20
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Number

3.1t

3.1¢

3.17

3.1¢

10.1

10.z

10.:

10.4

10.t

21.1*
23.1*
23.2*
23.3*
31.1*
31.2*
32.1*
32.2*

Description

Certificate of Limited Partnership of Dorchestemidials Acquisition LP (incorporated by referenc&xibit 3.15 to Dorchester
Mineral¢ Report on Form 1-K for the year ended December 31, 20

Agreement of Limited Partnership of Dorchester Mate Acquisition LP (incorporated by reference tdibit 3.16 to Dorchest
Mineral¢ Report on Form 1-Q for the quarter ended September 30, 2I

Certificate of Incorporation of Dorchester Mineralsquisition GP, Inc. (incorporated by referencéidnibit 3.17 to Dorchester
Mineral¢ Report on Form 1-Q for the quarter ended September 30, 2!

Bylaws of Dorchester Minerals Acquisition GP, Ifiocorporated by reference to Exhibit 3.18 to Dastier Minerals’ Report on
form 1C-Q for the quarter ended September 30, 2!

Amended and Restated Business Opportunities Agnetetia¢ed as of December 13, 2001 by and betweeRebestrant, th
General Partner, Dorchester Minerals ManagementIG&R SAM Partners, Ltd., Vaughn Petroleum, Ltd.,iBnAllen Oil &
Gas, Inc., P.A. Peak, Inc., James E. Raley, Imdl cartain other parties (incorporated by referdndexhibit 10.1 to Dorchester
Mineral¢ Report on Form 1-K for the year ended December 31, 20

Transfer Restriction Agreement (incorporated bgmefice to Exhibit 10.2 to Dorchester Minerals’ Répa Form 10-K for the
year ended December 31, 201

Registration Rights Agreement (incorporated byrexfee to Exhibit 10.3 to Dorchester Mine’ Report on Form 1-K for the
year ended December 31, 201

Lock-Up Agreement by William Casey McManemin (ingorated by reference to Exhibit 10.4 to Dorchebtererals’ Report ot
Form 1(-K for the year ended December 31, 20

Form of Indemnity Agreement (incorporated by refieeeto Exhibit 10.1 to Dorchester Minel' Report on Form 1-Q for the
guarter ended June 30, 20(

Subsidiaries of the Registre

Consent of Grant Thornton LL

Consent of Calhoun, Blair & Associat

Consent of Huddleston & Co., Ir

Certification of Chief Executive Officer of our Raership pursuant to Rule 1-14(a) of the Securities Exchange Act of 1!
Certification of Chief Financial Officer of our Raership pursuant to Rule 1-14(a) of the Securities Exchange Act of 1!
Certification of Chief Executive Officer of our Raership pursuant to 18 U.S.C. Sec. 1

Certification of Chief Financial Officer of our Raership pursuant to 18 U.S.C. Sec. 1

* Filed herewitr
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GLOSSARY OF CERTAIN OIL AND GAS TERMS

The definitions set forth below shall apply to thdicated terms as used in this document. All vaaraf natural gas referred to herein
stated at the legal pressure base of the stateamaere the reserves exist and at 60 degreesrifadir and in most instances are rounded t
nearest major multiple.

“bbl” means a standard barrel of 42 U.S. gallons an@septs the basic unit for measuring the produaifamude oil, natural gas liqui
and condensate.

“bcf” means one billion cubic feet under prescribed dmm of pressure and temperature and represemtis for measuring the
production of natural gas.

“Depletion” means (a) the volume of hydrocarbons extracted &darmation over a given period of time, (b) theerof hydrocarbon
extraction over a given period of time expressed psrcentage of the reserves existing at the bagjrof such period, or (c) the amount of «
basis at the beginning of a period attributablthéovolume of hydrocarbons extracted during suctoge

“Division order” means a document to protect lessees and purctedggduction, in which all parties who may havelam to the
proceeds of the sale of production agree upon hewptoceeds are to be divided.

“Enhanced recovery’means the process or combination of processeseapplia formation to extract hydrocarbons in addito those
that would be produced utilizing the natural enezgisting in that formation. Examples of enhanaezbrery include water flooding and carl
dioxide (CO2) injection.

“Estimated future net revenuegalso referred to as “estimated future net cash™laneans the result of applying current prices ofatll
natural gas to estimated future production fromaai natural gas proved reserves, reduced by dstiMfisture expenditures, based on current
costs to be incurred in developing and producimgpttoved reserves, excluding overhead.

“Formation” means a distinct geologic interval, sometimes reteto as the strata, which has characteristiah(as permeability,
porosity and hydrocarbon saturations) that dististgit from surrounding intervals.

“Gross acre” means the number of surface acres in which a worikiterest is owned.

“Gross well” means a well in which a working interest is owned.

“Lease bonus’means the initial cash payment made to a lessarlegsee in consideration for the execution andeyance of the lease.
“Leasehold” means an acre in which a working interest is owned.

“Lessee” means the owner of a lease of a mineral interesttiact of land.

“Lessor” means the owner of the mineral interest who gramésse of his interest in a tract of land to edtpiarty, referred to as the
lessee.

“Mineral interest” means the interest in the minerals beneath thesdf a tract of land. A mineral interest may &eesed from the
ownership of the surface of the tract. Ownership ofineral interest generally involves four incitteof ownership: (1) the right to use the
surface; (2) the right to incur costs and retaufits, also called the right to develop; (3) thghtito transfer all or a portion of the mineral
interest; and (4) the right to retain lease besgiffitcluding bonuses and delay rentals.

“mcf” means one thousand cubic feet under prescribedtmmslof pressure and temperature and repredeatsasic unit for measuring
the production of natural gas.

“mbbls” means one thousand standard barrels of 42 U.®ngadind represents the basic unit for measuringriteuction of crude oil,
natural gas liquids and condensate.

“mmcf’ means one million cubic feet under prescribed d@m of pressure and temperature and representsasic unit for measuring
the production of natural gas.

“Net acre” means the product determined by multiplying grasesby the interest in such acres.
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“Net well” means the product determined by multiplying grabaral natural gas wells by the interest in suckisve

“Net profits interest”’means a non-operating interest that creates a shgress production from another (operating or-nperating)
interest in oil and natural gas properties. Theekadetermined by net profits from the sale aidurction and customarily provides for the
deduction of capital and operating costs from ttee@eds of the sale of production. The owner aétgpnofits interest is customarily liable for
the payment of capital and operating costs onthéoextent that revenue is sufficient to pay suadicbut not otherwise.

“Operator” means the individual or company responsible foretk@oration, development, and production of arooihatural gas well or
lease.

“Overriding royalty interest”means a royalty interest created or reserved froothar (operating or non-operating) interest iraoid
natural gas properties. Its term extends for tmeesierm as the interest from which it is created.

“Proved developed reservesiieans reserves that can be expected to be recabheoegh existing wells with existing equipment and
operating methods. Additional oil and gas expettelse obtained through the application of fluideiztjon or other improved recovery
techniques for supplementing the natural forcesraadhanisms of primary recovery should be inclugietioroved developed reserves” only
after testing by a pilot project or after the opieraof an installed program has confirmed thropgbduction response that increased recovery
will be achieved.

“Proved reserves” or “Proved oil and gas reservesieans the estimated quantities of crude oil, negas, and natural gas liquids that
geological and engineering data demonstrate wabhaeable certainty to be recoverable in futures/&am known reservoirs under existing
economic and operating conditions, i.e., prices@sls as of the date the estimate is made. Rrickgle consideration of changes in existing
prices provided only by contractual arrangementsbtion escalations based upon future conditions.

(i) Reservoirs are considered proved if economiapcibility is supported by either actual produntmr a conclusive formation te
The area of a reservoir considered proved inclgathat portion delineated by drilling and defingdgas-oil and/or oivater contacts,
any; and (b) the immediately adjoining portions yett drilled but which can be reasonably judged@somically productive on the bz
of available geological and engineering data. enahsence of information on fluid contacts, thedstknown structural occurrence of
hydrocarbons controls the lower proved limit of thservoir.

(il) Reserves that can be produced economicallyutiin application of improved recovery techniqueglisas fluid injection) are
included in the “proved” classification when sucfestesting by a pilot project, or the operatidran installed program in the reservoir,
provides support for the engineering analysis oitiwthe project or program was based.

(iiif) Estimates of proved reserves do not incluoke following: (a) oil that may become availablenfr&nown reservoirs but is
classified separately as “indicated additional nes&'; (b) crude oil, natural gas, and natural gas liquids,recovery of which is subject
reasonable doubt because of uncertainty as to ggaleservoir characteristics, or economic fact@@scrude oil, natural gas, and natural
gas liquids that may occur in undrilled prospeaty] (d) crude oil, natural gas, and natural gagd&jthat may be recovered from oil
shales, coal, gilsonite and other such sources.

“Proved undeveloped reservegieans proved reserves that are expected to beerazbfrom new wells on undrilled acreage, or from
existing wells where a relatively major expenditigreequired for recompletion.

“Royalty” means an interest in an oil and gas lease thas ¢ineeowner of the interest the right to receiy®aion of the production from
the leased acreage (or of the proceeds of thateieof) but generally does not require the owaqray any portion of the costs of drilling or
operating the wells on the leased acreage.
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“Severance tax’means an amount of tax, surcharge or levy recougraegbvernmental agencies from the gross procekedis and nature
gas sales. Production tax may be determined ascargage of proceeds or as a specific amount gemeiric unit of sales. Severance tax is
usually withheld from the gross proceeds of oil aatural gas sales by the first purchaser (e.gelipie or refinery) of production.

“Standardized measure of discounted future net dksts” (also referred to as “standardized measumegans the pretax present valut
estimated future net revenues to be generatedtiiemproduction of proved reserves calculated imatance with SEC guidelines, net of
estimated production and future development casiag prices and costs as of the date of estimatitirout future escalation, without giving
effect to non-property related expenses such asrgkand administrative expenses, debt servicalapteciation, depletion and amortization,
and discounted using an annual discount rate of. 10%

“Test Rate”means a daily volume of oil, gas or condensatehitiwa well produced to a pipeline or tank battgithin that well's first
month of production based on information obtaineadnf public sources or from the operator.

“Undeveloped acreagefneans lease acreage on which wells have not bédkd dr completed to a point that would permit the
production of commercial quantities of oil and matwas regardless of whether such acreage comgeined reserves.

“Unitization” means the process of combining mineral interesksasies thereof in separate tracts of land infogesentity for
administrative, operating or ownership purposestizition is sometimes called “pooling” or “commtination” and may be voluntary or
involuntary.

“Working interest” (also referred to as an “operating interest”) meansal property interest entitling the owner toeige a specified
percentage of the proceeds of the sale of oil atdral gas production or a percentage of the pitt@ubut requiring the owner of the working
interest to bear the cost to explore for, develug produce such oil and natural gas. A workingregeowner who owns a portion of the
working interest may participate either as operatdvy voting his percentage interest to approvéisaipprove the appointment of an operator
and certain activities in connection with the depahent and operation of a property.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the Regyidthas duly caused this report tc
signed on its behalf by the undersigned, therednlp authorized.

Date: March 6, 2008

DORCHESTER MINERALS, L.P

By: Dorchester Minerals Management |
its general partne

By: Dorchester Minerals Management GP LI
its general partne

By: /s/ William Casey McManemin
William Casey McManemil
Chief Executive Office

Pursuant to the requirements of the SecuritiesExathange Act of 1934, this report has been sigedalbby the following persons on

behalf of the Registrant and in the capacities@nthe dates indicated.

/s/ William Casey McManemi

William Casey McManemin

Chief Executive Officer and Manager
(Principal Executive Officer)

Date: March 6, 200

/s/ James E. Rale

James E. Raley
Chief Operating Officer and Manager
Date: March 6, 200

/s/ Preston A. Peak

Preston A. Pea
Manager
Date: March 6, 200

/s/ Ronald P. Trout

Ronald P. Trou
Manager
Date: March 6, 200
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/s/ H.C. Allen, Jr

H.C. Allen, Jr.

Chief Financial Officer and Manager
(Principal Financial and Accounting Officer)
Date: March 6, 200

[/s/ Buford P. Bern
Buford P. Berry
Manager

Date: March 6, 200

/sl C. W. Russell
C. W. Russel
Manager

Date: March 6, 200

/s/ Robert C. Vaughn

Robert C. Vaughi
Manager
Date: March 6, 200
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

General Partner and Unitholders
Dorchester Minerals, L.P.

We have audited Dorchester Minerals, LsKd Delaware Limited Partnership) internal contnggr financial reporting as of December
2007, based on criteria establishedhiternal Control—Integrated Framewoiksued by the Committee of Sponsoring Organizatidribe
Treadway Commission (COSO). Dorchester MineralB,’k.management is responsible for maintainingcéffe internal control over financial
reporting and for its assessment of the effectigerd internal control over financial reportingclided in the accompanying Management'’s
Annual Report on Internal Control Over FinanciapBeing. Our responsibility is to express an opingm Dorchester Minerals, L.P.’s internal
control over financial reporting based on our audit

We conducted our audit in accordance with the stadedof the Public Company Accounting Oversighti@d@nited States). Those
standards require that we plan and perform thet amidbtain reasonable assurance about whethetiefenternal control over financial
reporting was maintained in all material respe®@tsr audit included obtaining an understanding tdrimal control over financial reporting,
assessing the risk that a material weakness et@st#ig and evaluating the design and operatifegtdfeness of internal control based on the
assessed risk, and performing such other procedsreg considered necessary in the circumstanceseliéve that our audit provides a
reasonable basis for our opinion.

A company’s internal control over financial repogiis a process designed to provide reasonableaagsuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting princip
A company’s internal control over financial repogiincludes those policies and procedures thgté€ttain to the maintenance of records that,
in reasonable detail, accurately and fairly reftbettransactions and dispositions of the assdtseofompany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accor@awih generally accepted accounting
principles, and that receipts and expenditureb®itbmpany are being made only in accordance withoaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely deteafainauthorized acquisition, use, or
disposition of the company’s assets that could lrareterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detmisstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdénaate because of changes in condition
that the degree of compliance with the policiepraicedures may deteriorate.

In our opinion, Dorchester Minerals, L.P. maintainm all material respects, effective internal wohover financial reporting as of
December 31, 2007, based on criteria establishédeémal Control—Integrated Frameworigsued by COSO.

We also have audited, in accordance with the stdsdz the Public Company Accounting Oversight Bo@snited States), the
consolidated balance sheets of Dorchester Mindrdbs,as of December 31, 2007 and the related tidased statements of operations, chal
in partnership capital, and cash flows for the ythan ended, and our report dated March 6, 2008egpd an unqualified opinion on those
financial statements.

/s/ GRANT THORNTON LLP
Grant Thornton LLP

Dallas, Texas
March 6, 2008
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

General Partner and Unitholders
Dorchester Minerals, L.P.

We have audited the accompanying consolidated balsimeets of Dorchester Minerals, L.P. (a Delawardéted Partnership) and
subsidiaries as of December 31, 2007 and 2006treniklated consolidated statements of operataires)ges in partnership capital, and cash
flows for each of the three years in the periodeendecember 31, 2007. These financial statemeattharresponsibility of the Partnership’s
management. Our responsibility is to express aniopion these financial statements based on outsaud

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamlogUnited States). Those
standards require that we plan and perform thet &madbtain reasonable assurance about whethdinthecial statements are free of material
misstatement. An audit includes examining, on aliasis, evidence supporting the amounts and digids in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managemeniglhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetaeeferred to above present fairly, in all matenéspects, the financial position of
Dorchester Minerals, L.P. and subsidiaries as afel@er 31, 2007 and 2006, and the results of dparations and their cash flows for eacl
the three years in the period ended December 317, 20 conformity with accounting principles gerigraccepted in the United States of
America.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), Dorchester
Minerals, L.P.’s internal control over financiapting as of December 31, 2007, based on criegtablished itnternal Control—Integrated
Frameworkissued by the Committee of Sponsoring Organizatidtee Treadway Commission (COSO), and our regated March 6, 2008
expressed an unqualified opinion.

/s/ Grant Thornton LLP
Grant Thornton LLP

Dallas, Texas
March 6, 2008
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DORCHESTER MINERALS, L.P.
(A Delaware Limited Partnership)

CONSOLIDATED BALANCE SHEETS
December 31, 2007 and 2006
(Dollars in Thousands)

ASSETS
Current assett
Cash and cash equivalel
Trade receivable
Net profits interests receival—related party
Current portion of note receival—related party
Total current asse

Note receivabl—related party less current porti
Other nor-current assel
Total
Property and leasehold improveme—at cost:
Oil and natural gas properties (full cost meth
Less accumulated full cost depleti
Total
Leasehold improvemen
Less accumulated amortizati
Total
Net property and leasehold improveme
Total asset

LIABILITIES AND PARTNERSHIP CAPITAL
Current liabilities:
Accounts payable and other current liabilit
Current portion of deferred rent incenti
Total current liabilities
Deferred rent incentive less current port
Total liabilities

Commitments and contingencies (Note
Partnership capita

General partne

Unitholders

Total partnership capiti
Total liabilities and partnership capi

The accompanying notes are an integral part oktbeasolidated financial statements.
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2007 2006
$ 15,000 $ 13,92}
7,05% 6,08¢
3,57¢ 4,12¢
— 5C
25,63( 24,19:
— 5
19 19
19 24
291,83( 291,87!
163,58: 148,06
128,24t 143,81:
512 512
15¢ 10¢
354 408
128,60: 144,21
$154,25. $168,42!
$ 517 $ 30<
39 39
55¢€ 34z
24¢ 287
804 62¢
6,415 6,79
147,03( 161,00¢
153,44° 167,80(
$154,25. $168,42¢
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CONSOLIDATED STATEMENTS OF OPERATIONS

DORCHESTER MINERALS, L.P.
(A Delaware Limited Partnership)

For the Years Ended December 31, 2007, 2006 and 30@ollars in Thousands, except per unit amounts)

Operating revenue
Royalties
Net profits interest
Lease bonu
Other

Total operating revenue

Costs and expense
Production taxe
Operating expenst
Depreciation, depletion and amortizati
General and administrative expen

Total costs and expens
Operating incomi
Other income, ne
Net earning:

Allocation of net earnings
General Partne

Unitholders
Net earnings per common unit (basic and dilu
Weighted average common units outstanding’s)

2007

2006

2005

$44,39¢  $45,177  $46,28!
20,341 22,29¢ 31,80:
57¢ 7,41¢ 1,68(

45 40 66
65,36¢ 74,927 79,83
2,09: 2,23¢ 2,345
1,77¢ 1,82( 1,261
15,56° 18,47( 20,85¢
3,591 3,05¢ 2,892
23,02t 25,58¢ 27,35¢
42,34( 49,34 52,47
70¢€ 86¢ 301
$43,04¢  $50,21(  $52,77¢
$127¢ $152( $ 142]
$41,77¢  $48,69(  $51,34¢
$ 148 $ 172 $ 1.8:
28,24( 28,24( 28,24(

The accompanying notes are an integral part oktbeasolidated financial statements.
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DORCHESTER MINERALS, L.P.
(A Delaware Limited Partnership)

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Years Ended December 31, 2007, 2006 and 300
(Dollars in Thousands)

2007 2006 2005
Cash flows from operating activitie
Net earning: $ 43,04¢ $ 50,21( $ 52,77t
Adjustments to reconcile net earnings to net cashiged by operating activitie
Depreciation, depletion and amortizati 15,567 18,47( 20,85¢
Write-off related to unsuccessful acquisiti 57 — 57
Amortization of deferred rer (39) (39 (40)
Changes in operating assets and liabilil
Trade receivable (965) 1,527 (2,22€)
Net profits interests receival—related party 55C 2,87( (2,24¢)
Prepaid expenst — 22 (16)
Accounts payable and other current liabilit 214 (277) (50)
Net cash provided by operating activit 58,43 72,78 69,11:
Cash flows from investing activitie
Proceeds from note receiva—related party 55 50 50
Capital expenditure (12 — (110
Net cash provided by (used in) investing activi 43 5C (60)
Cash flows from financing activitie
Distributions paid to partne (57,40) (82,299 (58,029
Increase (decrease) in cash and cash equivs 1,074 (9,462) 11,02«
Cash and cash equivalents at beginning of 13,921 23,38¢ 12,36¢
Cash and cash equivalents at end of $ 15,00 $ 13,927 $ 23,38¢

The accompanying notes are an integral part oktheasolidated financial statements.
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Year

2005

2006

2007

CONSOLIDATED STATEMENTS OF CHANGES IN PARTNERSHIP C APITAL

DORCHESTER MINERALS, L.P.
(A Delaware Limited Partnership)

For the Years Ended December 31, 2007, 2006, andd®0

Balance at January 1, 20
Net earning:
Distributions ($1.999147 per Un

Balance at December 31, 20

Net earning:
Distributions ($2.829597 per Un

Balance at December 31, 20

Net earning:
Distributions ($1.973989 per Un

Balance at December 31, 20

(Dollars in Thousands)

General
Partner

Unitholders

Total

$ 7,807 $197,33:
1,427 51,34¢
(1,571) (56,45
7,66¢ 192,22:
1,52( 48,69(
(2,386) (79,909)
6,797 161,00:
1,274 41,77
(1,65¢) (55,74
$6,417 $147,03(

The accompanying notes are an integral part oktheasolidated financial statements.
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52,77t

(58,029)
199,88t

50,21(

(82,299
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DORCHESTER MINERALS, L.P.
(A Delaware Limited Partnership)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2007 2006 and 2005

1. General and Summary of Significant Accounting Poliees

Nature of Operations—In these Notes, the term “Partnership,” as wethasterms “us,” “our,” “we,” and “its” are someten used as
abbreviated references to Dorchester Minerals, itsBIf or Dorchester Minerals, L.P. and its rethéatities. Our Partnership is a Dallas, Texas
based owner of producing and nonproducing natwslaamd crude oil royalty, net profits, and leasefiatierests in 573 counties and 25 states.
We are a publicly traded Delaware limited partngrshat was formed in December 2001, and commenpedations on January 31, 2003.

Basis of Presentation-Per-unit information is calculated by dividing tearnings or loss applicable to holders of our Rastnip’s
common units by the weighted average number ofunitstanding. The Partnership has no potentidlyive securities and, consequently,
basic and dilutive earnings per unit do not differ.

Principles of Consolidation—Fhe consolidated financial statements include ttomants of Dorchester Minerals, L.P., Dorchester
Minerals Oklahoma LP, Dorchester Minerals Oklahdb® Inc., Dorchester Minerals Acquisition LP, angr€hester Minerals Acquisition C
Inc. All significant intercompany balances and s@attions have been eliminated in consolidation.

Reclassificatior—Certain amounts in the 2005 consolidated finarst@iements have been reclassified to conformeg@@®6 and 2007
presentation.

Estimates—T he preparation of financial statements in confeymiith accounting principles generally acceptethia United States of
America requires management to make estimatesssuirgotions that affect the reported amounts otsissel liabilities and disclosure of
contingent assets and liabilities at the date efctnsolidated financial statements and the repameounts of revenues and expenses durin
reporting period. For example, estimates of unctdlg revenues and unpaid expenses from royalt@seinprofits interests in properties
operated by non-affiliated entities are particylatibjective due to inability to gain accurate éintely information. Therefore, actual results
could differ from those estimates. See “ltem 1.iBass—Customers and Pricing” and “ltem 2. “Progsri-Royalty Properties” for additional
discussion.

The discounted present value of our proved oilgesireserves is a major component of the ceilifguzion and requires many
subjective judgments. Estimates of reserves aeeémts based on engineering and geological anapgésent reserve engineers may reach
different conclusions as to estimated quantitiesatfiral gas reserves based on the same informatenpassage of time provides more
qualitative information regarding reserve estimadéesl revisions are made to prior estimates basegdated information. However, there can
be no assurance that more significant revisionsneil be necessary in the future. Significant doardwevisions could result in an impairment
representing a non-cash charge to earnings. Iniaddd the impact on calculation of the ceilingtieestimates of proved reserves are also a
major component of the calculation of depletione 8e discussion und€roperty and Equipment

General Partner—Our general partner is Dorchester Minerals Managein@, referred to in these Notes as “our geneainer.” Our
general partner owns all of the partnership intsresDorchester Minerals Operating LP, the opagpfiartnership. See Note-3Related Party
Transactions. The general partner is allocated A8x4&6 of our Net Profits Interests revenues andaRpyProperties revenues, respectively.
Our executive officers all own an interest in oengral partner and receive no compensation foicgras officers of our Partnership.

Cash and Cash EquivalentsSur principal banking is with major financial instions. Cash balances in these accounts maynasti
exceed federally insured limits. We have not exgered any losses in such cash

F-8



Table of Contents

DORCHESTER MINERALS, L.P.
(A Delaware Limited Partnership)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
December 31, 2007, 2006 and 2005

accounts and do not believe we are exposed toignifisant risk on cash and cash equivalents. Steonh investments with a maturity of three
months or less are considered to be cash equiga@dtare carried at cost, which approximates/dire. Other income includes interest
earned on short term investments of $578,000, $896.and $349,000 in 2007, 2006, and 2005, resghyti

Concentration of Credit Risks-©ur Partnership, as a royalty owner, has no cootret the volumes or method of sale of oil and ratu
gas produced and sold from the Royalty Propertiés believed that the loss of any single customeuld not have a material adverse effec
the consolidated results of our operations.

Fair Value of Financial InstrumentsFhe carrying amount of cash and cash equivalenaide treceivables and payables approximates fai
value because of the short maturity of those insémts. These estimated fair values may not be septative of actual values of the financial
instruments that could have been realized as afged or that will be realized in the future.

Trade Receivables-Our Partnership’s trade receivables consist prignafiRoyalty Properties payments receivable antNefits
Interests payments receivable. Most payments asved two to four months after production date.alowance for doubtful accounts is
deemed necessary.

Note Receivable—Related Partyodr Note Receivable consisted of a five-year netgaple by Dorchester Minerals Operating LP,
referred to in these Notes as “the operating pestri,” bearing interest at 6% having an origirmaloant of $250,836. Principal and interest
payments were received quarterly. The note wasipdidl at December 31, 2007.

Property and Equipmenrt-We utilize the full cost method of accounting émsts related to our oil and gas properties. Utldemmethod,
all such costs are capitalized and amortized oagamnegate basis over the estimated lives of theepties using the units-gfroduction methoc
These capitalized costs are subject to a ceilisg ®wever, which limits such pooled costs todpgregate of the present value of future net
revenues attributable to proved oil and gas resetiseounted at 10% plus the lower of cost or ntarkkie of unproved properties. Our
Partnership did not assign any value to unproveggities, including nonproducing royalty, mineratldeasehold interests. The full cost
ceiling is evaluated at the end of each quartenvemeh events indicate possible impairment.

While the quantities of proved reserves requirestaritial judgment, the associated prices of oilgaslreserves that are included in the
discounted present value of our reserves are obgbctletermined. The ceiling test calculation riegsi use of prices and costs in effect as of
the last day of the accounting period, which ameegally held constant for the life of the propestids a result, the present value is not
necessarily an indication of the fair value of teserves. Oil and gas prices have historically vetatile, and the prevailing prices at any gi
time may not reflect our Partnership’s or the irtdgs forecast of future prices.

Our Partnership’s properties are being depletethemnit-ofproduction method using estimates of proved oil gaslreserves. Gains &
losses are recognized upon the disposition ofrmligas properties involving a significant portigmeater than 25%) of our Partnership’s
reserves. Proceeds from other dispositions ofrallgas properties are credited to the full cost.g¢o gains or losses have been recorded for
2007, 2006 or 2005.

Leasehold improvements include $415,000 receiva@¥ as an incentive in our office space leaseisantfset in liabilities as deferred
rent. Leasehold improvements are amortized ovesltoeter of their estimated
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useful lives or the related lease life of 10 yekrs.leases with renewal periods at the Partneésshjtion, we have used the original lease term,
excluding renewal option periods to determine udd&i Deferred rent incentive is being amortizedgeneral and administrative expense over
the same term as the leasehold improvements, vidhibh years.

Asset Retirement ObligatiorsBased on the nature of our property ownership axemo material obligation required to be recorded.

Revenue Recognitiea-The pricing of oil and natural gas sales fromRugalty Properties is primarily determined by sypmhd demand
in the marketplace and can fluctuate considerasya royalty owner, we have extremely limited ink@hent and operational control over the
volumes and method of sale of oil and natural gadyced and sold from the Royalty Properties.

Revenues from Royalty Properties and Net Profitsrésts are recorded under the cash receipts appaseadirectly received from the
remitters’ statement accompanying the revenue ct&ioke the revenue checks are generally receiveda four months after the production
month, the Partnership accrues for revenue eameddb received by estimating production volumed product prices.

Income Taxes—We are treated as a partnership for income tapqaas and, as a result, our income or loss isditdkiin the tax returns
of the individual unitholders. Unitholders shoulshsult tax advisors concerning their own tax sitratDepletion of natural gas properties i
expense allowable to each individual partner, tueddiepletion expense as reported on the consdlifiatencial statements will not be
indicative of the depletion expense an individuattper or unitholder may be able to deduct for medax purposes.

New Accounting Pronouncementdn June 2006, the Financial Accounting Standardar8 (FASB) issued FASB Interpretation No. 48
(“FIN 48™), “Accounting for Uncertainty in Incomeakes.” FIN 48 is an interpretation of FASB Stateti¢o. 109, “Accounting for Income
Taxes”and must be adopted no later than January 1, ZFON748 prescribes a comprehensive model for reaiggi measuring, presenting ¢
disclosing in the financial statements uncertaip@sitions taken or expected to be taken. We ai@sa-through entity and have not
experienced an impact on consolidated financiaéstants as a result of adoption of FIN 48.

In September 2006, the FASB issued Statement odéring Standards No. 157, “Fair Value MeasuremighB8~AS 157”). SFAS 157
defines fair value, establishes a framework for sneiag fair value in generally accepted accoungirigciples, expands disclosures about fair
value measurements, and is effective for finarst@lements issued for fiscal years beginning &fterember 15, 2007, as well as interim
periods within those fiscal years. However, the BAfas issued FSP 157-2 to partially defer the éffedate for SFAS 157 for one year. The
one-year deferral applies to all nonfinancial esset liabilities (nonfinancial items), except thdkat are recognized or disclosed at fair value
in financial statements on a recurring basis @tl@annually). We do not anticipate a material ichjpa our consolidated financial statements.

2. Acquisitions

On May 2, 2005, we filed a registration statemaenEorm S-4 with the Securities and Exchange Coniarigs register 5,000,000
common units that may be offered and issued by#rénership from time to time in connection witlsetsacquisitions or other business
combination transactions. As of March 6, 2008, nofthe 5,000,000 units have been offered.
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3. Related Party Transactions

Our general partner owns all of the partnershiprggts in the operating partnership. It is the eygal of all personnel, owns the working
interests and other properties underlying our Nefi® Interests, and provides day-to-day operafi@md administrative services to us and the
general partner. In accordance with our partnerabipement, we reimburse the general partner ftaineallocable general and administrative
costs, including rent, salaries, and employee ligplehs. These types of reimbursements are lintaego of distributions, plus certain costs
previously paid. All such costs have been subsiliyntbelow the 5% limit amount. Additionally, ceimareimbursable direct costs such as
professional and regulatory fees and ad valorensamdrance taxes, are not limited. Significantwégtbetween the partnership and the
operating partnership consists of the following:

Thousands of Dollars

From/To Operating Partnership 2007 2006 2005

Net Profits Interests Payments Receivable or Aat® $3,57¢ $4,12¢  $6,99¢
Note Receivabli $ — $ 55 $ 10t
Interest Income related to Net Profits Interestgniants $ 1 $ 8 $ 6
General & Administrative Amounts Payal $ 52 ¢ 40 $ 86
General & Administrative Amounts Accru $ 31 $ 23 $ 1¢
Total General & Administrative Amoun $2,365 $2,08¢  $1,71¢

(D All Net Profits Interests income on the financitltements is from the operating partnership.

Less than $15,000 in fees for legal services warg jp 2007, 2006 and 2005 to a family member wfeanber of our executive
management.

4.  Commitments and Contingencie:

In January 2002, some individuals and an assoniatitied Rural Residents for Natural Gas Rightsldderchester Hugoton, Ltd., along
with several other operators in Texas County, Oktaa regarding the use of natural gas from the virllesidences. The operating partnership
now owns and operates the properties formerly ovinyeldorchester Hugoton. These properties contributejor portion of the Net Profits
Interests amounts paid to us. On April 9, 2007ingikés, for immaterial costs, dismissed with preijce all claims against the operating
partnership regarding such residential gas use€dQ@aber 4, 2004, the plaintiffs filed severed claiagainst the operating partnership regarding
royalty underpayments, which the Texas County Ris€ourt subsequently dismissed with a grantroktto replead. On January 27, 2006,
of the original plaintiffs again sued the operatpagtnership for underpayment of royalty, seekilagg action certification. On October 1, 2C
the Texas County District Court granted the opegagiartnership’s motion for summary judgment firgdito royalty underpayments.
Subsequently, the District Court denied the pléirgimotion for reconsideration and, on January 7828 plaintiff filed an appeal. On Mar
3, 2008, the appeal was dismissed by the OklaharpeeBie Court pending resolution by the District @adi the operating partnership’s
counterclaim. An adverse decision could reduce atsowe receive from the Net Profits Interests.

Our Partnership and the operating partnershipra@ved in other legal and/or administrative pratiegs arising in the ordinary course
of their businesses, none of which have predictabteomes and none of which are believed to hayesigmificant effect on consolidated
financial position, cash flows, or operating result
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Operating Leases-We have entered into a non-cancelable, renewalgieegasiling rate for an additional five years, aiarg lease
agreement in the ordinary course of our businetgitées. The lease is for our office space at 388tk Lawn Avenue, Suite 300, Dallas, Te:
and expires in 2015. Rental expense related ttetse, including operating expenses and consumetfistectricity, was $199,000, $174,000,
and $203,000 for the years ended December 31, 2006, and 2005, respectively. The base rent desataOctober, 2008 and October, 2(
Minimum rental commitments under the terms of querating lease are as follows:

Minimum

Years Ended December 31 Payments

2008 $ 216,00(
2009 225,00(
2010 228,00(
2011 237,00(
2012 240,00(
Thereaftel 575,00(
Total $ 1,721,000

5.  Distribution To Holders Of Common Units
Unitholder cash distributions per common unit haeen:

Per Unit Amount

2005 2006 2007
First Quarte! $0.48124: $0.72985: $0.46114
Second Quarte $0.51454. $0.77812! $0.47374!
Third Quartel $0.57728 $0.51608: $0.56050:
Fourth Quarte $0.80554. $0.47859 $0.51462!

Distributions were paid on 28,240,431 units. Foutlarter distributions are paid in February offiiowing calendar year to unitholders
of record in January or February of such followyegr. The partnership agreement requires the ekt distribution to be paid by May 15,
2008.

6. Unaudited Oil and Natural Gas Reserve and Standardied Measure Information

The Net Profits Interests represent net profitsadieg royalty interests in various properties @drby the operating partnership. The
Royalty Properties consist of producing and nonpeaty mineral, royalty, overriding royalty, net fits, and leasehold interests located in 573
counties and parishes in 25 states. Amounts st fi@rein attributable to the Net Profits Interesfiect our 96.97% net share. Although new
discoveries have occurred on certain of the RoyRioperties, based on engineering studies availaldlate, no events have occurred since
December 31, 2007 that would have a material effieaiur estimated proved developed reserves.

In accordance with SFAS No. 69 and Securities aragh&nge Commission rules and regulations, theviatig information is presented
with regard to the Net Profits Interests and RgyBltoperties oil and gas reserves, all of whichprowed, developed and located in the United
States. These rules require inclusion as a suppietmé¢he basic financial statements a standardizeasure of discounted future net cash fl
relating to proved oil and gas reserves. The stalizid measure, in management’s opinion, shoulekiaenined with
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caution. The basis for these disclosures is petnolengineers’ reserve studies which contain impeeestimates of quantities and rates of
production of reserves. Revision of prior yearraates can have a significant impact on the resAlgs, exploration and production
improvement costs in one year may significantlyngeaprevious estimates of proved reserves anduakiation. Values of unproved

properties and anticipated future price and casemses or decreases are not considered. Thertfergandardized measure is not necessarily
a best estimate of the fair value of oil and gagpprties or of future net cash flows.

The following summaries of changes in reservesstaiddardized measure of discounted future netftask were prepared from
estimates of proved reserves. The production votuamnel reserve volumes included for properties fdsnwvned by Dorchester Hugoton are
wellhead volumes, which differ from sales volumkewn in “Iltem 7.—Management’s Discussion and Anialyg Financial Condition and
Results of Operations” because of fuel, shrinkagkmpeline loss. The Standardized Measure of Distad Future Net Cash Flows reflects
adjustments for such fuel, shrinkage and pipelass.|

Summary of Changes in Proved Reserves

Qil (mbbl) Natural Gas (mmcf)
2007 2006 2005 2007 2006 2005
Estimated quantity, beginning of ye 3,80z 4,02¢ 3,937 65,79¢ 66,29¢ 69,45¢
Purchase of minerals in pla — — — — —
Revisions in previous estimat 80 117 443 3,721 8,467 6,12¢
Production (316) (344 (351) (8,269 (8,96f) (9,289
Estimated quantity, end of ye 3,66€ 3,80z 4,02¢ 61,25F 65,79¢ 66,29¢
Standardized Measure of Discounted Future Net Cashlows
(Dollars in Thousands)
2007 2006 2005

Future estimated gross reveni $636,73¢ $ 482,05: $ 651,58:
Future estimated production co (31,969 (23,479 (32,209
Future estimated net revent 604,76" 458,57! 619,38(
10% annual discount for estimated timing of casw§ (288,399 (212,416 (275,699
Standardized measure of discounted future estinratedash flow: $ 316,36" $ 246,15¢ $ 343,68:
Sales of oil and natural gas produced, net of prticl costs $ (60,87) $ (63,410 $ (74,47)
Net changes in prices and production ¢ 87,89¢ (71,24)) 90,46¢
Revisions of previous quantity estima 16,08: 25,45¢ 33,37t
Accretion of discoun 24,61¢ 34,36¢ 25,45¢
Change in production rate and ot 2,49( (22,69 14,27

Net change in standardized measure of discountadsfestimated net cash flo $ 70,20¢ $ (97,527 $ 89,09/
Depletion of oil and natural gas properties (dsllper mcfe $ 1.5% $ 1.67 $  1.8¢
Property acquisition cos $ — $ = $ =
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7. Unaudited Quarterly Financial Data

Quarterly financial data for the last two yearstfinusands except per unit data) is summarizedliasvk:

Net operating revenut
Net earning:
Net earnings per Un
(basic and dilutec
Weighted average common units outstant

2007 Quarter Ended

DORCHESTER MINERALS, L.P.
(A Delaware Limited Partnership)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)
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2006 Quarter Ended

March 31

June 30

Sept. 30

Dec. 31

March 31

June 30

Sept. 30

Dec. 31

$14,71¢
$ 9,12¢

$ 0.31
28,24(

$17,61:
$12,08:

$ 0.4z
28,24(
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$14,71¢
$ 9,47¢

$ 0.3¢
28,24(

$18,32:
$12,36¢

$ 0.4z
28,24(

$19,267
$13,06(

$ 0.4t
28,24(

$23,12¢
$16,78¢

$ 0.5¢
28,24(

$ 16,891
$10,39:

$ 0.3€
28,24(

$15,63¢
$ 9,96¢

$ 0.3¢
28,24(
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Exhibit 21.1

Dorchester Minerals Oklahoma LP, an Oklahoma lichjtartnershiy
Dorchester Minerals Oklahoma GP, Inc., an Oklahooraoration
Dorchester Minerals Acquisition LP, an Oklahomaitéed partnershij
Dorchester Minerals Acquisition GP, Inc., an Oklatzocorporatiot



Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We have issued our reports dated March 6, 200®naganying the consolidated financial statementsraadagement’s assessment of the
effectiveness of internal control over financigbeeting included in the Annual Report of Dorched#énerals, L.P. on Form 10-K for the year
ended December 31, 2007. We hereby consent totlepioration by reference of said reports in thgiReation Statements of Dorchester
Minerals L.P., on Form S-4 (File No. 333-124544¢etive May 2, 2005).

Grant Thornton LLP
Dallas, Texas
March 6, 2008



Exhibit 23.2

C ALHOUN , B LAIR & A SSOCIATES
P ETROLEUM C ONSULTANTS
4625 GREENVILLE A VENUE, SuiTe 102
D ALLAS , T EXAS 75206
(214)-522-4925
F AcsIMILE : (214) 346-0310
RGBLAIR@SWBELL.NET

February 28, 2008

Dorchester Minerals, L.P.
3838 Oak Lawn Avenue, Suite 300
Dallas, TX 75219

Gentlemen:

As independent petroleum consultants, we herebgergrio the incorporation by reference in the Regfisn Statement on Form4s¢No.
333-124544) of Dorchester Minerals, L.P. of ouimeates of reserves, included in this Annual ReparForm 10K, and to all references to ¢
firm included in this Annual Report.

CALHOUN, BLAIR & ASSOCIATES

/ s/ RoBeERTG. BLAR, P.E.
Robert G. Blair, P.E
Presiden




Exhibit 23.3
Hiededleston ¢ Co., Tne,
Aetrederess el “-frrw'ifr?wf .r-".:.rr.r T
1 H ousTONC ENTER

1221 Mc K INNEY , SuITE 3700
H ousTon, T EXAs 77010

PHONE (713) 209-1100 <« FAX (713) 752-0828
CONSENT OF INDEPENDENT PETROLEUM CONSULTANTS

Huddleston & Co., Inc. does hereby consent torntherporation by reference in the Registration $tatat on Form S-4 (No. 333-124544) of
Dorchester Minerals, L.P. of our estimates of resgrincluded in this Annual Report on Form 10-Ad & all references to our firm included
in this Annual Report.

HUDDLESTON & CO., INC.

/sl Gregory S. Floyd, P.1
By: Gregory S. Floyd, P.E
Vice Presiden

Houston, Texas
February 26, 2008



Exhibit 31.1
CERTIFICATION

I, William Casey McManemin, certify that:
| have reviewed this annual report on Forr-K of Dorchester Minerals, L.P

Based on my knowledge, this report does notaiorny untrue statement of a material fact or anttate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nigtaisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statements$ atéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, amgdtf@ periods presented in this rep

4. The registrar's other certifying officer and | are responsibledetablishing and maintaining disclosure contanld procedures (i
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportirag @efined in Exchange Act Rules
13&15(f) and 15¢ 15(f) for the registrant and hav

a) Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

b) Designed such internal control over financiploming, or caused such internal control over faiahreporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and presémtai report our conclusions abc
the effectiveness of the controls and proceduresf the end of the period covered by this repaseld on such evaluation; &

d) Disclosed in this report any change in the tegit’s internal control over financial reportifgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodikbal quarter in the case of an annual repoet) tfas materially affected, or is
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

5.  The registrars other certifying officer and | have disclosedsddhon our most recent evaluation of internal @miver financia
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal corttvelr financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; ant

b)  Any fraud, whether or not material, that involveamagement or other employees who have a significémin the registra’s
internal control over financial reportin

s/ William Casey McManemi

William Casey McManemil
Date: March 6, 200 Chief Executive Officer o
Dorchester Minerals Management GP LLC,
The General Partner of Dorchester Minerals Managéinie
The General Partner of Dorchester Minerals,




Exhibit 31.2
CERTIFICATION

I, H.C. Allen, Jr., certify that:
| have reviewed this annual report on Forr-K of Dorchester Minerals, L.P

Based on my knowledge, this report does notaiorny untrue statement of a material fact or anttate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nigtaisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statements$ atéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, amgdtf@ periods presented in this rep

4. The registrar's other certifying officer and | are responsibledetablishing and maintaining disclosure contanld procedures (i
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportirag @efined in Exchange Act Rules
13&15(f) and 15¢ 15(f) for the registrant and hav

a) Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

b) Designed such internal control over financiploming, or caused such internal control over faiahreporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and presémtai report our conclusions abc
the effectiveness of the controls and proceduresf the end of the period covered by this repaseld on such evaluation; &

d) Disclosed in this report any change in the tegit’s internal control over financial reportifgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodikbal quarter in the case of an annual repoet) tfas materially affected, or is
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

5.  The registrars other certifying officer and | have disclosedsddhon our most recent evaluation of internal @miver financia
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal corttvelr financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; ant

b)  Any fraud, whether or not material, that involveamagement or other employees who have a significémin the registra’s
internal control over financial reportin

/s/ H.C. Allen, Jr

H.C. Allen, Jr.
Date: March 6, 200 Chief Financial Officer o
Dorchester Minerals Management GP LLC,
The General Partner of Dorchester Minerals Managéinie
The General Partner of Dorchester Minerals,




Exhibit 32.1

CERTIFICATION PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
(18 U.S.C. SECTION 1350)

In connection with the accompanying Annual Repbiorchester Minerals, L.P., (the “Partnership”)feorm 10-K for the period ended
December 31, 2007 (the “Report”), each of the usideed officers of Dorchester Minerals ManagemeRtLEC, General Partner of
Dorchester Minerals Management LP, General Padhttre Partnership, hereby certifies that:

(1) The Report fully complies with the requirementsSefiction 13(a) or 15(d) of the Securities ExchangeoA 1934 (15 U.S.C. 78m «
780(d)); anc

(2) The information contained in the Report fairly mets, in all material respects, the financial ctadiand results of operations
the Partnershig

/s/ William Casey McManemin
William Casey McManemil

Date: March 6, 200 Chief Executive Office
Date: March 6, 2008 /s/ H.C. Allen, Jr
H.C. Allen, Jr.

Chief Financial Office



