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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., Republic Royalty Compdn#,. and Spinnaker Royalty Company, L.P. Dorchedtegoton was a publicly traded Texas limited
partnership, and Republic and Spinnaker were @ivaikas limited partnerships. Our common unitdisted on the NASDAQ Global Select Market.
American Stock Transfer & Trust Company is our s&igir and transfer agent and its address and tateptumber is 6201 15th Avenue, Brooklyn, NY
11219, (800) 937-5449. Our executive offices acated at 3838 Oak Lawn Avenue, Suite 300, Dallazas, 75219-4541, and our telephone number is
(214) 559-0300. We have established an Internesiteeat www.dmlp.nethat contains the last annual meeting presentatidna link to the NASDAQ
website. You may obtain all current filings freecbfarge at our website. We will provide electromi@aper copies of our annual report on Form 10-K,
quarterly reports on Form 10-Q, current report§orm 8-K and amendments to those reports filedigrighed to the Securities and Exchange Commission
(“SEC”) free of charge upon written request at our exeeusfiices. In this report, the term "Partnershgs'well as the terms "us," "our," "we," and "its&
sometimes used as abbreviated references to Deecihdigerals, L.P. itself or Dorchester MineralsPLand 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 Dorchester Mireekddnagement GP LLC exercises effective contraufPartnership. In this report, the term "general
partner" is used as an abbreviated reference toHester Minerals Management LP. Our general padisercontrols and owns, directly and indirectly, a
of the partnership interests in Dorchester Mine@perating LP and its general partner. Dorchesieells Operating LP owns working interests ane@ioth
properties underlying our Net Profits Interests“(¢PIs”), provides day-to-day operational and adsthative services to us and our general partmet,is
the employer of all the employees who perform sivices. In this report, the term "operating penthip" is used as an abbreviated reference to
Dorchester Minerals Operating LP.

Our general partner and the operating partnershipalaware limited partnerships, and the genexdhprs of their general partners are Delaware
limited liability companies. These entities and Bartnership were initially formed in December 2@®tonnection with the combination. Our wholly
owned subsidiary, Dorchester Minerals Oklahoma i its general partner are Oklahoma entities tbatiiaed our wholly owned acquisition subsidiary
and its general partner by merger on December®19.20n March 31, 2010, we formed a new subsideng, it acquired all of the outstanding partnership
interests in Maecenas Minerals LLP, a Texas limiitauility partnership.

Our business may be described as the acquisitvemeiship and administration of Royalty Propertiad BIPIs. The Royalty Properties consist of
producing and nonproducing mineral, royalty, owd#ng royalty, net profits, and leasehold interdstsited in 574 counties and parishes in 25 states.
NPIs represent net profits overriding royalty ietgs in various properties owned by the operatargnprship

Our partnership agreement requires that we diggiQuarterly an amount equal to all funds that @eive from the Royalty Properties and the NPIs
less certain expenses and reasonable reserves.

Our partnership agreement allows us to grow by isicguadditional oil and natural gas propertiedyjeat to the limitations described below. The
approval of the holders of a majority of our outslimg common units is required for our generalnErto cause us to acquire or obtain any oil andrab
gas property interest, unless the acquisition isglementary to our business and is made either:

e in exchange for our limited partner interests|uding common units, not exceeding 20% of the comumits outstanding after issuance; or

e in exchange for cash, if the aggregate cost gfaquisitions made for cash during the twelventh period ending on the first to occur of
execution of a definitive agreement for the acdoisior its consummation is no more than 10% of aggregate cash distributions for the
most recent fiscal quarters.

Unless otherwise approved by the holders of a nitjof our common units, in the event that we acgjproperties for a combination of cash and
limited partner interests, including common un(isthe cash component of the acquisition constitamanust be equal to or less than 5% of the aggesg
cash distributions made by our Partnership forfolue most recent quarters and (ii) the amountroftéd partnership interests, including common yits
be issued in such acquisition, after giving effectuch issuance, shall not exceed 10% of the commits 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. Our partnershipeagent prohibits us from incurring indebtednetisgiothan trade payables, (i) in excess of $50i000e
aggregate at any given time; or (ii) which wouldhstitute "acquisition indebtedness" (as defineSétion 514 of the Internal Revenue Code of 1986, a
amended), in order to avoid unrelated businesbtexacome for federal income tax purposes. We fimance any growth of our business through
acquisitions of oil and natural gas propertiesdsying additional limited partnership interestsvih cash, subject to the limits described abowiarour
partnership agreement.

Under our partnership agreement, we may also fmanc growth through the issuance of additionalneaiship securities, including options, rights,
warrants and appreciation rights with respect ttngaship securities from time to time in exchafaethe consideration and on the terms and conitio
established by our general partner in its solereizm. However, we may not issue limited partngréfiterests that would represent over 20% of the
outstanding limited partnership interests immediaaéter giving effect to such issuance or that ldchave greater rights or powers than our commats un
without the approval of the holders of a majorifyoar outstanding common units. Except in connectiith qualifying acquisitions, we do not currently
anticipate issuing additional partnership secwiti¥e have an effective registration statementamFS-4 registering 5,000,000 common units that bey
offered and issued by the Partnership from timinte in connection with asset acquisitions or othgsiness combination transactions. At present,
2,565,000 units remain available.

Regulation
Many aspects of the production, pricing and manketif crude oil and natural gas are regulated tgrid and state agencies. Legislation affecting the
oil and natural gas industry is under constantesgvior amendment or expansion, which frequentlydases the regulatory burden on affected members of

the industry.

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

permits for the drilling of wells;

e  bonding requirements in order to drill or e wells;

° the location and number of wells;

e the method of drilling and completing wells;

e the surface use and restoration of propenties which wells are drilled;
e the plugging and abandonment of wells;

e numerous federal and state safety requirespent

° environmental requirements;

e  property taxes and severance taxes; and

specific state and federal income tax provisi

Oil and natural gas operations are also subjecatious conservation laws and regulations. Thegelagons govern the size of drilling and spacing
units or proration units and the density of wetiattmay be drilled and the unitization or pooliri@ib and natural gas properties. In addition, estat
conservation laws establish a maximum allowablepcton from oil and natural gas wells. These detes also generally prohibit the venting or flariof
natural gas and impose certain requirements ragathe ratability of production. These regulatioas limit the amount of oil and natural gas that th
operators of our properties can produce.

The transportation of oil and natural gas aftee &gl operators of our properties is sometimes stiljeregulation by state authorities. The intdesta
transportation of oil and natural gas is subjedetteral governmental regulation, including regolaf tariffs and various other matters, primably the
Federal Energy Regulatory Commission.

Customers and Pricing

The pricing of oil and natural gas sales is priftgatetermined by supply and demand in the markegad can fluctuate considerably. As a royalty
owner and non-operator, we have extremely limitszkas to timely information, involvement, and ofieral control over the volumes of oil and natural
gas produced and sold and the terms and condiimmghich such volumes are marketed and sold.
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Since 2004 the operating partnership has sold ofdts natural gas production to a Williams entityrrently WPX Energy Marketing, LLC, a wholly
owned subsidiary of WPX Energy, Inc.) on a dailyrkea price basis using a yearly contract that wolhtinue through October 2014. The operating
partnership has reviewed alternative gas purchadédelieve that the loss of Williams or any singlstomer would not have a material adverse effect
us due to the availability of alternative purchaser

Competition

The energy industry in which we compete is sultj@ahtense competition among many companies, aotiet and smaller than we are, many of which
have financial and other resources greater thahawe.

Business Opportunities Agreement

Pursuant to a business opportunities agreement@ogrour general partner, the general partneuo§eneral partner, the owners of the general
partner of our general partner (the “GP Partiesiyl, in their individual capacities as officerdtoé general partner of our general partner, Will@asey
McManemin, James E. Raley and H.C. Allen, Jr., axechagreed that, except with the consent of ovemgépartner, which it may withhold in its sole
discretion, we will not engage in any businesspasmitted by our partnership agreement, and wehaille no interest or expectancy in any business
opportunity that does not consist exclusively & ¢l and natural gas business within a designatea that includes portions of Texas County, Okizdno
and Stevens County, Kansas. All opportunities énatoutside the designated area or are not oihatdtal gas business activities are called renalince
opportunities.

The parties also have agreed that, as long astivitias of the general partner, the GP Partiebtheir affiliates or manager designees are coredtici
accordance with specified standards, or are rersgliapportunities:

e our general partner, the GP Parties and theliadds or the manager designees will not be piitddlfrom engaging in the oil and natural gas
business or any other business, even if such gctivin direct or indirect competition with our §iness activities;

o affiliates of our general partner, the GP Pardies their affiliates and the manager designedswaiflhave to offer us any business opportunity;

e we will have no interest or expectancy in anyitess opportunity pursued by affiliates of our gahpartner, the GP Parties or their affiliates and
the manager designees; and

e we waive any claim that any business opportymitssued by our general partner, the GP Partidsedr affiliates and the manager designees
constitutes a corporate opportunity that shoulceHzeen presented to us.

The standards specified in the business opportsratjreement generally provide that the GP Pantidsheir affiliates and manager designees must
conduct their business through the use of their pansonnel and assets and not with the use of ensppnel or assets of us, our general partnerematpc
partnership. A manager designee or personnel ofrgpany in which any affiliate of our general partoaeany GP Party or their affiliates has an irdear
in which a manager designee is an owner, diregtanager, partner or employee (except for our gépartner and its general partner and their subset
is not allowed to usurp a business opportunitylgdte his or her personal benefit, as opposeduising, for the benefit of the separate party an
opportunity in accordance with the specified stadsla

In certain circumstances, if a GP Party or any islidgny thereof, any officer of the general parto€our general partner or any of their subsidiarigsa
manager of the general partner of our general patirat is an affiliate of a GP Party signs a bigdagreement to purchase oil and natural gas sitgre
excluding oil and natural gas working interestentBuch party must notify us prior to the consunwnatf the transactions so that we may determine
whether to pursue the purchase of the oil and abgas interests directly from the seller. If werdh pursue the purchase of the oil and naturalrdasests
or fail to respond to the purchasing party's notthin the provided time, the opportunity will alfe considered a renounced opportunity.

In the event any GP Party or one of their subsikagicquires an oil and natural gas interest, dictuoil and natural gas working interests, in the
designated area, it will offer to sell these insésdo us within one month of completing the adtjais This obligation also applies to any packageil and
natural gas interests, including oil and natural garking interests, if at least 20% of the netage of the package is within the designated amsever,
this obligation does not apply to interests pureldda a transaction in which the procedures desdriébove were applied and followed by the appleabl
affiliate.




Operating Hazards and Uninsured Risks

Our operations do not directly involve the openadirisks and uncertainties associated with dglfior, and the production and transportation df, oi
and natural gas. However, we may be indirectlycaéfe by the operational risks and uncertaintiesddry the operators of our properties, includirey th
operating partnership, whose operations may berratiyecurtailed, delayed or canceled as a reduftumerous factors, including:

e the presence of unanticipated pressure egutarities in formations;

° accidents;

° title problems;

° weather conditions;

e compliance with governmental requirementst an

shortages or delays in the delivery of eq@pm

Also, the ability of the operators of our propestie market oil and natural gas production depemdsumerous factors, many of which are beyond
control, including:

e  capacity and availability of oil and natugals systems and pipelines;

effect of federal and state production aadgportation regulations;

e changes in supply and demand for oil andrabgas; and

creditworthiness of the purchasers of oil aatliral gas.

The occurrence of an operational risk or uncenyaimat materially impacts the operations of therafms of our properties could have a material
adverse effect on the amount that we receive imection with our interests in production from owoperties, which could have a material adversecetfa
our financial condition or result of operations.

In accordance with customary industry practicesmvaintain insurance against some, but not allhefrisks to which our business exposes us. While
we believe that we are reasonably insured agdiesttrisks, the occurrence of an uninsured lodsl tave a material adverse effect on our financial
condition or results of operations.

Employees

As of February 20, 2014, the operating partnerbhaigh 21 full-time employees and two part time emeésyin our Dallas, Texas office and seven full-
time employees in field locations.

ITEM 1A. RISK FACTORS
Risks Related to Our Business
Our cash distributions are highly dependent oreoitl natural gas prices, which have historically beery volatile.
Our quarterly cash distributions depend signifibaanh the prices realized from the sale of oil andparticular, natural gas. Historically, the metkfor
oil and natural gas have been volatile and mayiroatto be volatile in the future. Various facttrat are beyond our control will affect prices dfamd
natural gas, such as:

e the worldwide and domestic supplies of oil aatural gas;

e the ability of the members of the OrganizatiorPefroleum Exporting Countries and others to atgresd maintain oil prices and production
controls;

e political instability or armed conflict in oil-pducing regions;
e the price and level of foreign imports;

e the level of consumer demand;

e the price and availability of alternative fuels;

e the availability of pipeline capacity;



e weather conditions;
e domestic and foreign governmental regulationstares; and

e the overall economic environment.




Lower oil and natural gas prices may reduce theusanof oil and natural gas that is economic to pomdand may reduce our revenues and operating
income. The volatility of oil and natural gas psaeduces the accuracy of estimates of future diasfibutions to unitholders.

We do not control operations and development oRiwalty Properties or the properties underlying tPIs that the operating partnership does not
operate, which could impact the amount of our ddistributions.

As the owner of a fractional undivided mineral oyalty interest, we do not control the developnarthe Royalty or NPI properties or the volumes of
oil and natural gas produced from them, and odityabd influence development of nonproducing prdjes is severely limited. Also, since one of otatad
business objectives is to avoid the generatiomodlated business taxable income, we are prohifiitex participation in the development of our pndjes
as a working interest or other expense-bearing ovliie decision to explore or develop these pragerincluding infill drilling, exploration of hozons
deeper or shallower than the currently producingrirals, and application of enhanced recovery teeks will be made by the operator and other waykin
interest owners of each property (including ousées) and may be influenced by factors beyondantral, including but not limited to oil and natugas
prices, interest rates, budgetary consideratiodgganeral industry and economic conditions.

Our unitholders are not able to influence or cdrttre operation or future development of the prapsrunderlying the NPIs. The operating partnership
is unable to influence significantly the operati@nguture development of properties that it doessaperate. The operating partnership and the atlneent
operators of the properties underlying the NPIsuader no obligation to continue operating the ulyitey properties. The operating partnership cdhesy
of the properties underlying the NPIs that it opesand relinquish the ability to control or inflwe operations. Any such sale or transfer must also
simultaneously include the NPIs at a correspongiize. Our unitholders do not have the right tdaee an operator.

Our lease bonus revenue depends in significantgathe actions of third parties, which are outsideur control.

Significant portions of the Royalty Properties andeased mineral interests. With limited exceptjams have the right to grant leases of these istere
to third parties. We anticipate receiving cash pants as bonus consideration for granting theseseasmost instances. Our ability to influencedhir
parties' decisions to become our lessees with cetpéhese nonproducing properties is severelitdiin and those decisions may be influenced byfact
beyond our control, including but not limited td and natural gas prices, interest rates, budgetmgiderations and general industry and economic
conditions.

The operating partnership may transfer or abandowpprties that are subject to the NPIs.

Our general partner, through the operating parigrsnay at any time transfer all or part of thegerties underlying the NPIs. Our unitholders at n
entitled to vote on any transfer; however, any swhsfer must also simultaneously include the NP corresponding price.

The operating partnership or any transferee magddraany well or property if it reasonably belietest the well or property can no longer produce in
commercially economic quantities. This could regutiermination of the NPIs relating to the abaretbmvell.

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

The cash available for distribution that comes fiaum royalty and mineral interests, including thel| is directly affected by increases in productio
costs and other costs. Some of these costs atid®ofour control, including costs of regulatognpliance and severance and other similar taxdgerOt
expenditures are dictated by business necesstl,aidrilling additional wells in response to thi#ling activity of others.

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

Our revenues and distributions depend in largegrathe quantity of oil and natural gas producedifproperties in which we hold an interest. Over
time, all of our producing oil and natural gas mufes will experience declines in production doelépletion of their oil and natural gas reservairith the
rates of decline varying by property. Replaceméméserves to maintain production levels requir@sntenance, development or exploration projects on
existing properties, or the acquisition of additibproperties.

The timing and size of maintenance, developmeekploration projects will depend on the market gsiof oil and natural gas and on other factors
beyond our control. Many of the decisions regardinglementation of such projects, including drijior exploration on any unleased and undeveloped
acreage, will be made by third parties. In additievelopment possibilities by the operating paship in the Hugoton field are limited by the deped
nature of that field and by regulatory restrictions

Our ability to increase reserves through futureuggitions is limited by restrictions on our usecath and limited partnership interests for acqaisit
and by our general partner's obligation to useealbonable efforts such as NPIs to avoid unrelatsthess taxable income. In addition, the abilfty o
affiliates of our general partner to pursue busir@ggportunities for their own accounts without teialy them to us in certain circumstances may redoe
acquisitions presented to us for consideration.




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

The operating partnership may undertake drillingvi®s in limited circumstances on the propertieslerlying the NPIs, and third parties may
undertake drilling activities on our other propesti Any increases in our reserves will come froohdrilling activities or from acquisitions.

Drilling involves a wide variety of risks, includjrthe risk that no commercially productive oil @tural gas reservoirs will be encountered. The abst
drilling, completing and operating wells is oftemcertain, and drilling operations may be delayedaorceled as a result of a variety of factors uidicig:

pressure or irregularities in formations;
equipment failures or accidents;

unexpected drilling conditions;

shortages or delays in the delivery of eq@ptn
adverse weather conditions; and

disputes with drill-site owners.

Future drilling activities on our properties mayt be successful. If these activities are unsucokgsis failure could have an adverse effect on ou
future results of operations and financial conditim addition, under the terms of the NPIs, thetsof unsuccessful future drilling on the workintgrest
properties that are subject to the NPIs will redaicmunts payable to us under the NPIs by 96.97#tesk costs.

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

Our partnership agreement limits our ability towiog oil and natural gas properties in the futesgecially for consideration other than our limited
partnership interests. Because of the limitatiamsuar use of cash for acquisitions and on ourtghiti accumulate cash for acquisition purposesmag be
required to attempt to effect acquisitions with biomited partnership interests. However, sellerpmiperties we would like to acquire may be unwjlio
take our limited partnership interests in exchdog@roperties.

Our partnership agreement obligates our genertigrato use all reasonable efforts to avoid gemgrainrelated business taxable income. Accordir
to acquire working interests we would have to ageafor them to be converted into overriding royattierests, net profits interests, or another gyfpe
interest that does not generate unrelated busiagable income. Third parties may be less likelgeal with us than with a purchaser to which such a
condition would not apply. These restrictions copfldvent us from pursuing or completing busineggodpnities that might benefit us and our unithadde
particularly unitholders who are not tax-exemptesiors.

The duty of affiliates of our general partner tegent acquisition opportunities to our Partnerghlpnited, pursuant to the terms of the business
opportunities agreement. Accordingly, business dppdies that could potentially be pursued by ughnnot necessarily come to our attention, which
could limit our ability to pursue a business stggtef acquiring oil and natural gas properties.

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

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

Our current strategy contemplates that we may ghoaugh acquisitions and development of our undmed property. We expect to participate in
discussions relating to potential acquisition ancgestment opportunities. If we consummate any amfdit acquisitions and investments, our capitalizat
and results of operations may change significaatig, our unitholders will not have the opportuniyevaluate the economic, financial and other @iév
information that we will consider in connection wihe acquisition, unless the terms of the acqoisiequire approval of our unitholders. Additidgabur
unitholders will bear 100% of the dilution fromissg new common units while receiving essentia$®of the benefit as 4% of the benefit goes to our
general partner.

Acquisitions and business expansions involve nuagrizks, including assimilation difficulties, unfdiarity with new assets or new geographic areas
and the diversion of management's attention frdmerdbusiness concerns. In addition, the succeasyofcquisition will depend on a number of factors,
including the ability to estimate accurately theamesrable volumes of reserves, rates of futureymtioh and future net revenues attributable torveseand
to assess possible environmental liabilities. @uiew and analysis of properties prior to any asitjon will be subject to uncertainties and, cotesis with
industry practice, may be limited in scope. We mai/be able to successfully integrate any oil asitiral gas properties that we acquire into our atjers,
or we may not achieve desired profitability objees.




A natural disaster or catastrophe could damage lijes, gathering systems and other facilities g&tvice our properties, which could substantially
limit our operations and adversely affect our céskv.

If gathering systems, pipelines or other facilitleat serve our properties are damaged by anyalatisaster, accident, catastrophe or other event,
income could be significantly interrupted. Any evérat interrupts the production, gathering or $ggortation of our oil and natural gas, or whichsesuus
to share in significant expenditures not covereihbyrance, could adversely impact the market mfaeur limited partnership units and the amountash
available for distribution to our unitholders. We ot carry business interruption insurance.

A significant portion of the properties subjecthe NPIs are geographically concentrated, whichld@mause net proceeds payable under the NPIs to be
impacted by regional events.

A significant portion of the properties subjecthe NPIs are natural gas properties located indtigoton field in Oklahoma and Kansas. Because of
this geographic concentration, any regional eventfiuding natural disasters that increase costhjge availability of equipment or supplies, reddeman:
or limit production may impact the net proceedsgidy under the NPIs more than if the propertieseweore geographically diversified.

The number of prospective natural gas purchasersrethods of delivery are considerably less thanlavotherwise exist from a more geographically
diverse group of properties. As a result, natusal sples after gathering and compression tend $oldé¢o one buyer in each state, thereby incrgasiedit
risk.

Under the terms of the NPIs, much of the econoiskcaf the underlying properties is passed alonggo

Under the terms of the NPIs, virtually all costattmay be incurred in connection with the propsrtiecluding overhead costs that are not subjeahto
annual reimbursement limit, are deducted as préamucbsts or excess production costs in determiamgunts payable to us. Therefore, to the extetiteof
revenues from the burdened properties, we bea?9%6® the costs of the working interest propertiesosts exceed revenues, we do not receive any
payments under the NPIs. However, except as destchiblow, we are not required to pay any exceds.cos

The terms of the NPIs provide for excess costsdhahot be charged currently because they exceeghtuevenues to be accumulated and charged in
future periods, which could result in us not reaavany payments under the NPIs until all priorharged costs have been recovered by the operating
partnership.

Damages associated with the production and gatlgesfrour oil and natural gas properties could affear cash flow.

The operating partnership owns and operates gathsyistems and compression facilities. Casualselosr damages from these operations would be
production costs under the terms of the NPIs amtbcadversely affect our cash flow.

We may indirectly experience costs from repaireglacement of aging equipment.

Some of the operating partnership's current workitgyest wells were drilled and have been produsince prior to 1954. The 13@ile Oklahoma ge
pipeline gathering system was originally installe@r about 1948 and because of its age is in pépdriodic repairs and upgrades. Should major
components of this system require significant nepaii replacement, the operating partnership meyrisubstantial capital expenditures in the opemnati
the Oklahoma properties, which, as production ¢egtsild reduce our cash flow from these properties.

Our cash flow is subject to operating hazards anfbreseen interruptions for which we may not bly fiasured.

Neither we nor the operating partnership are fulured against certain risks, either because isisciiance is not available or because of high prer
costs. Operations that affect the properties avgstito all of the risks normally incident to thié and natural gas business, including blowoutstering,
explosions and pollution and other environmentahage, any of which could result in substantial dases in the cash flow from our royalty interests a
other interests due to injury or loss of life, dgmao or destruction of wells, production faciliier other property, clean-up responsibilitiesutetpry
investigations and penalties and suspension ofatipas. Any uninsured costs relating to the praeeninderlying the NPIs will be deducted as a petida
cost in calculating the net proceeds payable to us.

Governmental policies, laws and regulations cowd@iédnan adverse impact on our business and castibdigons.

Our business and the properties in which we hdleté@sts are subject to federal, state and local &wl regulations relating to the oil and natuesl g
industry as well as regulations relating to safegtters. These laws and regulations can have #is#m impact on production and costs of produttiBor
example, both Oklahoma and Kansas, where propdiéésre subject to the NPIs are located, havaliiiity, directly or indirectly, to limit produaiin
from those properties, and such limitations or gesnn those limitations could negatively impactruthe future.




As another example, Oklahoma regulations curreetiyire administrative hearings to change the aunaton of the operating partnership’s gas
production wells from one well for each 640 acrethie Guymon-Hugoton field. Previously, certairenested parties have sought regulatory changes in
Oklahoma for "infill," or increased density drilrsimilar to that which is available in Kansas, ethallows one well for each 320 acres. Should Gkizdn
change its existing regulations to readily permiitlidrilling, it is possible that a number of glacers will commence increased density drillinguieas
adjacent to the properties in Oklahoma that argestito the NPIs. If the operating partnership thieo operators of our properties do not do the same
production levels relating to these properties mhegrease, or mineral owners may demand increasesityldrilling. Capital expenditures relating to
increased density on the properties underlyindg\Rés would be deducted from amounts payable tandgnthe NPIs.

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

As with other companies engaged in the ownershibpaaduction of oil and natural gas, we always haoessible risk of exposure to environmental
costs and liabilities because the costs assoardtacenvironmental compliance or remediation cawlduce the amount we would receive from our
properties. The properties in which we hold intey@se subject to extensive federal, state, tdabdllocal regulatory requirements relating to esrwinental
affairs, health and safety and waste managemerer@mental authorities have the power to enforeegimnce with applicable regulations and permits,
which could increase production costs on our ptiiggeand affect their cash flow. Third parties naggo have the right to pursue legal actions toreefo
compliance. Because we do not directly operatgpoyperties, our direct liability under environmdn&avs is limited. It is likely, however, that expditures
in connection with environmental matters, indivitipiar as part of normal capital expenditure pragsawill affect the net cash flow from our propesti
Future environmental law developments, such astatriaws, regulations or enforcement policies J@significantly increase the costs of productioonfi
our properties and reduce our cash flow.

The following is a summary of some of the existamyironmental laws, rules and regulations thatyappbil and gas operations, and that may
indirectly affect our cash flow.

The Comprehensive Environmental Response, Compensatd Liability Act (“CERCLA"). CERCLA, also knowas the Superfund law, and
comparable state statutes impose strict liabityd under certain circumstances, joint and seliakality, on classes of persons who are considépeae
responsible for the release of a hazardous sulestatacthe environment. The term “hazardous substais specifically defined to exclude petroleum,
including crude oil and any fraction thereof, natugas and natural gas liquids. Despite this eimiygertain hazardous substances are commonlyinsed
connection with oil and gas operations. Respongibtsons include the owner or operator of thevgitere the release occurred, and anyone who dismo
arranged for the disposal of a hazardous substaetezsed at the site. Under CERCLA, such persogsbmaubject to strict, joint and several liabdéigifor
the costs of investigating releases of hazardobistances, cleaning up the hazardous substancdsati@been released into the environment, for damag
to natural resources and for the costs of certaaith studies. In addition, it is not uncommonrieighboring landowners and other third-partiesiéo f
claims for personal injury and property damagegaitity caused by the hazardous substances reledsdtié environment. The operators of our propgrtie
may be responsible under CERCLA for all or parthef costs to clean up sites at which hazardoudand®s have been disposed. Although we are not an
operator, our ownership of royalty interests catddse us to be responsible for all or part of suss to the extent that CERCLA imposes such
responsibilities on such parties as “owners.”

The Resource Conservation and Recovery Act (‘RCR#Y comparable state statutes regulate the gemeransportation, treatment, storage,
disposal and cleanup of hazardous and non-hazaveistes. Drilling fluids, produced water and mddhe other wastes associated with the exploration,
development and production of oil or gas are culyexxcluded from regulation under RCRA'’s hazardaaste provisions. However, it is possible that
certain oil and gas exploration and production e&sbuld be classified as hazardous wastes irutheef In addition, exploration and production veastre
regulated under state laws analogous to RCRA. Méayr properties have produced oil and/or gasifany years. We have no knowledge of current and
prior operators’ procedures with respect to theakal of oil and gas wastes. Hydrocarbons or atbkd or hazardous wastes may have been released on
under our properties by the operators or prior ajpes. Our properties and the materials disposeeleased on, at, under or from them may be sutgect
CERCLA, RCRA and analogous state laws, and remmvamediation of such materials could be requimgd governmental authority.

The Federal Clean Air Act and comparable state l@galate emissions of various air pollutants tigloair emissions permitting programs and other
requirements. Existing laws and regulations andgiptesfuture laws and regulations may require qgrators to obtain pre-approval for the expansion o
modification of existing facilities or the consttion of new facilities expected to produce air esitias and may impose stringent air permit requirgmer
use specific equipment or technologies to contmiksions. The EPA continues to develop stringegilegions governing emissions of toxic air pollutan
from oil and gas facilities. Specifically, on ApfiB, 2012, the EPA issued new final regulationseuide New Source Performance Standards (“NSP$’) an
National Emission Standards for Hazardous Air Raiits “NESHAPS”). The new regulations are designed tacedvolatile organic compound (“VOC”)
emissions from hydraulically fractured wells antestequipment. The regulations established a pingseriod that extends until January 2015. Durlmg t
phase-in period, owners and operators must eikier their emissions or use so-called “green cotigplietechnology. After January 2015 all newly
hydraulically fractured wells must use green coriptetechnology. Obtaining permits and complyinghathese new requirements has the potential to
increase costs of production and delay the devedopwf our properties.




The Federal Water Pollution Control Act (the “Cléafater Act”) and analogous state laws impose giris and strict controls on the discharge of
pollutants and fill material, including spills afehks of oil and other substances into regulate@nsaincluding wetlands. The discharge of polltganto
regulated waters is prohibited, except in accordanmith the terms of a permit issued by the EPAamalogous state agency, or, in the case of filenedt
the United States Army Corps of Engineers. Compéganith the Clean Water Act may restrict the lamatdf certain facilities, require the mitigation of
impacted wetlands, increase the cost of capitatedipures, and may result in permitting delays.

The potential adoption of federal and state hydafrhcturing legislation or executive orders couldlay or restrict development of our oil and natur
gas properties.

The Energy Policy Act of 2005 exempts hydraulicfuaing from federal regulation under the Safe King Water Act (SDWA), provided that diesel
fuel is not used in the fracturing process. Inp@ongressional Sessions, legislation has beeodnted that would have repealed this exemptiosimiflar
legislation were enacted, it could require hyd@tracturing operations to meet permitting andriicial assurance requirements, adhere to certain
construction specifications, fulfill monitoring,perting and recordkeeping obligations and meetgihggand abandonment requirements. Such federal
legislation could lead to operational delays oréased operating costs and could result in additicagulatory burdens that could make it more diiffti to
perform hydraulic fracturing.

In 2010, the EPA asserted federal regulatory aitthover hydraulic fracturing involving diesel atitgies through an informal policy statement posted
on the agency’s website. Industry groups filedveslat challenging the EPA’s decision. In Februa@t 2, the EPA and industry reached a settlementrunde
which EPA agreed to issue hydraulic fracturing pmng guidance through the notice and commentg@sscThe EPA published a draft guidance document
in May 2012, and accepted comments through Augdk?.2The EPA's final guidance, which has not yetrbissued, may result in extensive requirements
that could cause additional costs and delays imyideaulic fracturing process using diesel fuel.

The EPA has also asserted in certain cases ingpaliaged groundwater contamination that it hasrgemey authority under the SDWA to issue
administrative compliance orders to require cleamfugroundwater. Although the United States Sugr€uurt has held that such orders are subjeceto pr
enforcement judicial review, the EPA maintains thags the authority to continue to issue suctersd

The EPA'’s Office of Research and Development (OR@Zpnducting a scientific study to investigate plossible relationships between hydraulic
fracturing and drinking water. The ORD expectsubljsh final results by 2014. In addition to theA§tudy, there are other governmental reviews eithe
underway or being proposed that focus on envirotah@spects of hydraulic fracturing. In April 20 xesident Obama issued an executive order
establishing an interagency working group to cawat#i Federal policies related to unconventionaldgaglopment. In addition, a committee of the Uhite
States House of Representatives has conductedestigmtion of hydraulic fracturing. Furthermorenuamber of federal agencies are analyzing, or have
been requested to review, a variety of environmésdaes associated with hydraulic fracturing. &mmple, in 2011 the U.S. Department of Energy
conducted an investigation to identify best praifor hydraulic fracturing. These investigatiangjatives, and studies could result in additioaHbrts to
regulate hydraulic fracturing.

Beyond studying hydraulic fracturing, certain mensbaf Congress have called upon the Governmentuxdeability Office to investigate how
hydraulic fracturing might adversely affect watesources and asked the Securities and Exchange iSsiomto investigate the natural gas industry and
any possible misleading of investors or the putdgarding the economic feasibility of pursuing makgas deposits in shales by means of hydraulic
fracturing. Any new federal restrictions on hydraditacturing resulting from these efforts couldutt in delays, additional permitting and financial
assurance requirements, and more stringent cotistitequirements, thereby significantly increasipgrating, capital and compliance costs. Such cost
increases could delay or restrict development eyatprs of our oil and natural gas properties.

Additionally, certain states in which our propestare located, including Texas and Wyoming, hawptadl, and other states are considering adopting,
regulations that could impose more stringent peimgit public disclosure and well construction requients on hydrauliracturing operations or otherwi
seek to ban fracturing activities altogether. Bamaple, pursuant to legislation adopted by theeSt&iTexas in June 2011, the Railroad Commission of
Texas enacted a rule in December 2011, requirildjgdisclosure of certain information regardinglaides, chemical ingredients, concentrations and
water volumes used in hydraulic fracturing. In &iddito state laws, local land use restrictionghsas city ordinances, may restrict or prohibitiwleilling
in general and/or hydraulic fracturing in particul8tate and local governments may also seek tdategor recover costs of activities tangentiaigariate:
with hydraulic fracturing, such as increased trtrelffic. In the event state, local, or municipajdérestrictions are adopted in areas where oyrepties are
located, the cost of the operators of our oil aatliral gas properties complying with such requingimenay be significant in nature, which may causlayd
or curtailment in the pursuit of exploration, dey@hent, or production activities, and perhaps erenlude the operators from drilling wells.

The adoption of climate change legislation by Cesgror executive orders or regulations could resuibcreased operating costs and reduced demand
for the oil and natural gas production from our pegties.

Congress has, from time to time, considered letijpsido reduce greenhouse gas (GHG) emissionsale €ongress has not passed a bill specifically
addressing GHG regulation. Almost half of the stat®wever, have developed GHG emission inventanesor regional GHG cap and trade programs.
These cap and trade programs require major soaf@sissions or major fuel producers to acquire surdender emission allowances corresponding with
their annual emissions of GHGs. The number of aloves available for purchase is reduced each yihthe overall GHG emission reduction goal is
achieved. Many states also have enacted renewalifelp standards, which require utilities to poase a certain percentage of their energy from
renewable fuel sources.




In December 2009, the EPA determined that emissibnarbon dioxide, methane and other GHGs premeendangerment to human health and the
environment by contributing to warming of the e&rditmosphere and other climatic changes. Thesinfis by the EPA required the agency to adopt
regulations to restrict GHG emissions under thef@dClean Air Act. The EPA issued a final statignsource GHG rule in May 2010, which requires
sources meeting certain thresholds to obtain aipésmGHG emissions. The EPA has also proposed @Hissions standards for specific industries.

In December 2010, the EPA enacted final regulatmnmandatory reporting of GHGs. That rule requimachers or operators of facilities that contain
petroleum and natural gas systems and emit 25,@®Gcbons or more of GHGs per year (expresseddma dioxide equivalent or CO2E) to report carbon
dioxide, methane and nitrous oxide emissions, lmxginon March 31, 2012. The reporting deadline later extended by EPA to September 28, 2012, for
emissions occurring in 2011. The EPA has indicttadit will use data collected through the repaytiules to decide whether to promulgate future
greenhouse gas emission limits.

Although it is not possible at this time to predidtiether or when Congress may act on climate chigisation, any laws or regulations that may be
adopted to restrict or reduce emissions of GHG#domgquire the operating partnership and oil antdnahgas operators that develop our propertiéscor
increased operating costs and could have an adefest on demand for the oil and natural gas pcedudrom our properties.

Our oil and natural gas reserve data and future menue estimates are uncertain.

Estimates of proved reserves and related futureewehues are projections based on engineeringaddteeports of independent consulting petroleum
engineers hired for that purpose. The processtmhasng reserves requires substantial judgmestltiag in imprecise determinations. Different mese
engineers may make different estimates of resaraatgies and related revenue based on the sameTdarefore, those estimates should not be caubstru
as being accurate estimates of the current madteé\of our proved reserves. If these estimategepimbe inaccurate, our business may be adversely
affected by lower revenues. We are affected by gbsim oil and natural gas prices. Oil prices amtuiral gas prices may experience inverse priceggsan

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

Prior to making any distribution on the common sinite reimburse the general partner and its a#f#ifor reasonable costs and expenses of
management. The reimbursement of expenses coutdsady affect our ability to pay cash distributidasour unitholders. Our general partner has sole
discretion to determine the amount of these expessiject to the annual limit of 5% of an amouirhprily based on our distributions to partnerstfat
fiscal year. The annual limit includes carry-fordi@nd carry-back features, which could allow cas& year to exceed what would otherwise be theann
reimbursement limit. In addition, our general partand its affiliates may provide us with othewvgmas for which we will be charged fees as deteeaihy
our general partner.

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

Net income as reported for financial statement gsep is presented on an accrual basis in confomitityaccounting principles generally accepted in
the United States of America. Unitholder K-1 taatsiments are calculated based on applicable tasentions, and taxable income as calculated for each
year will be allocated among unitholders who halidsion the last day of each month. Distributidiayever, are calculated on the basis of actual cash
receipts, changes in cash reserves, and disbursetheimg the relevant reporting period. Consedygedue to timing differences between the recefpt o
proceeds of production and the point in time atolvhhe production giving rise to those proceedsadlgt occurs, net income reported on our consadidat
financial statements and on unitholder K-1's wilt reflect actual cash distributions during thatarting period.

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

Our unitholders have only limited voting rights wrtters affecting our business. The general padheur general partner manages our activities. Our
unitholders only have the right to annually eléet managers comprising the Advisory Committee eBbard of Managers of the general partner of our
general partner. Our unitholders do not have et tio elect the other managers of the generah@adf our general partner on an annual or anyr dthsis

Our general partner may not be removed as our gepartner except upon approval by the affirmatiote of the holders of at least a majority of our
outstanding common units (including common unitsiedvby our general partner and its affiliates)jesttito the satisfaction of certain conditions. Our
general partner and its affiliates do not own sidfit common units to be able to prevent its rerhasaeneral partner, but they do own sufficiemhomwn
units to make the removal of our general partnesthgr unitholders difficult.
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These provisions may discourage a person or graup attempting to remove our general partner ou@eaontrol of us without the consent of our
general partner. As a result of these provisidres price at which our common units trade may bestdvecause of the absence or reduction of a takeove
premium in the trading price.

The control of our general partner may be transéerto a third party without unitholder consent.

Our general partner may withdraw or transfer itsggal partner interest to a third party in a memyen a sale of all or substantially all of itsats
without the consent of our unitholders. Other thame transfer restrictions agreed to among the wafeour general partner relating to their intesés
our general partner, there is no restriction inmantnership agreement or otherwise for the ben&ur limited partners on the ability of the owsef our
general partner to transfer their ownership intsressa third party. The new owner of the geneaatrer would then be in a position to replace the
management of our Partnership with its own choices.

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

We and our general partner and its affiliates stemd therefore compete for, the time and effogesferal partner personnel who provide services:
Officers of our general partner and its affiliatesnot, and are not required to, spend any spdgigecentage or amount of time on our busines&cin our
general partner has a duty to manage our Partparstiie best interests of our unitholders, batsb has a duty to operate its business for thefhaxf its
partners. Some of our officers are also involvethanagement and ownership roles in other oil aturalegas enterprises and have similar dutieseémth
and devote time to their businesses. Because shesed officers function as both our representstarel those of our general partner and its aftiand c
third parties, conflicts of interest could ariséviieen our general partner and its affiliates, @andhe hand, and us or our unitholders, on the othdretwee
us or our unitholders on the one hand and the fiartles for which our officers also serve manageriinctions. As a result of these conflicts, oengral
partner and its affiliates may favor their own net&ts over the interests of unitholders.

We may issue additional securities, diluting ouithuwiders' interests.

We can and may issue additional common units amer @apital securities representing limited paghigr units, including options, warrants, rights,
appreciation rights and securities with rights istrébutions and allocations or in liquidation efjaasuperior to our common units; however, a nigjaf
the unitholders must approve such issuance ihé@)partnership securities to be issued will haea®@r rights or powers than our common units pif(ii
after giving effect to such issuance, such nevdyeésl partnership securities represent over 20%eabtitstanding limited partnership interests.

If we issue additional common units, it will redumer unitholders' proportionate ownership intemests. This could cause the market price of the
common units to fall and reduce the per unit castiidutions paid to our unitholders. In additidinwe issued limited partnership units with votirights
superior to the common units, it could adversefgafour unitholders' voting power.

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

Under Delaware law, our unitholders could be higdlé for our obligations to the same extent asreegal partner if a court determined that the ragt
unitholders to remove our general partner or te t@ker action under our partnership agreementitatesl participation in the "control" of our busis.

Our general partner generally has unlimited ligpflor the obligations of our Partnership, suclitaslebts and environmental liabilities, excepttforse
contractual obligations of our Partnership thateaqeressly made without recourse to the generahgar

In addition, Section 1807 of the Delaware Revised Uniform Limited Parshgw Act provides that, under certain circumstanaesnitholder may
liable for the amount of distribution for a periofithree years from the date of distribution.

Because we conduct our business in various statetaws of those states may pose similar risksitainitholders. To the extent to which we conduct
business in any state, our unitholders might be hable for our obligations as if they were gehg@atners if a court or government agency deteechitnat
we had not complied with that state's partnerstaifute, or if rights of unitholders constituted papation in the "control” of our business undeattstate's
partnership statute. In some of the states in wihigltonduct business, the limitations on the lighdf limited partners for the obligations of anited
partnership have not been clearly established.

We are dependent upon key personnel, and the i@gsvices of any of our key personnel could adreraffect our operations.
Our continued success depends to a consideratdptaxion the abilities and efforts of the senionagement of our general partner, particularly
William Casey McManemin, its Chief Executive Officdames E. Raley, its Chief Operating OfficerCHAllen, Jr., its Chief Financial Officer, and

Bradley J. Ehrman, its Vice President of Operatidine loss of the services of any of these keyqguersl could have a material adverse effect on esults
of operations. We have not obtained insurance tret into employment agreements with any of thegepersonnel.
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We are dependent on service providers who assisithgroviding Schedule K-1 tax statements tounitholders.

There are a very limited number of service firmet turrently perform the detailed computations eeed provide each unitholder with estimated
depletion and other tax information to assist thithwlder in various United States income tax cotapons. There are also very few publicly tradeditied
partnerships that need these services. As a résailfiiture costs and timeliness of providing Sched-1 tax statements to our unitholders is uraert

Tax Risks

The tax consequences to a unitholder of the owieestd sale of common units will depend in partleaunitholder’s tax circumstances. Each
unitholder should, therefore, consult such unitleo’sl own tax advisor about the federal, state ayzhl tax consequences of the ownership of common
units.

We generally do not obtain rulings or assurancesifthe IRS or state or local taxing authoritiesroatters affecting us.

We generally have not requested, and do not irtienelquest, rulings from the Internal Revenue Senor IRS, or state or local taxing authoritiethwi
respect to owning and disposing of our common writsther matters affecting us. It may be neceswargsort to administrative or court proceedingan
effort to sustain some or all of those conclusionpositions taken or expressed by us, and sora# of those conclusions or positions ultimatelyynmat
be sustained. Our unitholders and general partilbear, directly or indirectly, the costs of aogntest with the IRS or other taxing authority.
Notwithstanding the foregoing, in 2013 we obtaimediling from the IRS permitting us to aggregat Minerals NPI and the Maecenas NPI for fed
income tax purposes effective January 1, 2013.

We will be subject to federal income tax and pdgsibrtain state corporate income or franchise s&ieve are classified as a corporation and notas
partnership for federal income tax purposes.

As stated above, we have not requested, and willegiest, any ruling from the IRS as to our stasia partnership for federal income tax purpd$es.
the IRS were to challenge our federal income tatust such a challenge could result in an audiuofunitholders’ tax returns and adjustments tm#@n
their tax returns that are unrelated to their owhigrof our common units. In addition, our unithetslwould bear the cost of any expenses incurred in
connection with an examination of their personalrgturns.

If we were taxable as a corporation for federabime tax purposes in any taxable year, our incomiesglosses and deductions would be reflected on
our tax return rather than being passed throughgotionately to our unitholders, and our net incomoeild be taxed at corporate rates. In additiomesor
all of the distributions made to our unitholdersulebbe treated as dividend income without offsetdfepletion, and distributions would be reduced as
result of the federal, state and local taxes pgidsh

If we were taxable as a corporation for federabme tax purposes, we may also be subject to adéditgiate-level corporate income or franchise taxes

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

In general, each of our items of income, gain, b3 deduction will, for federal income tax purmdee determined annually, and one twelfth of each
annual amount will be allocated to those unithadeho hold common units on the last business daacdii month in that year. In certain circumstanees
may make these allocations in connection with extlimary or nonrecurring events on a more freqbasts. As a result, transferees of our common units
may be allocated items of our income, gain, logsdeduction realized by us prior to the date oirthequisition of our common units. The U.S. Tregsu
Department has issued proposed Treasury Reguldtiahprovide a safe harbor pursuant to which giybtraded partnerships may use a similar monthly
simplifying convention to allocate tax items amdransferors and transferee unitholders. Nonetheifetsss method is determined to be an unreas@nabl
method of allocation, our income, gain, loss andudé&on would be reallocated among our unithol@es our general partner, and our unitholders mag
more taxable income or less taxable loss. Our gépartner is authorized to revise our method loication between transferors and transferees, Assve
among our other unitholders whose common unitsratiBe vary during a taxable period, to conform toethod permitted or required by the Internal
Revenue Code and the regulations or rulings proatetthereunder.

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

Any losses relating to our unitholders’ common simvill be losses related to portfolio income angirtlability to use such losses may be limited.
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Our unitholders’ partnership tax information may dedited.

We will furnish our unitholders with a Schedule Kak statement that sets forth their allocableesloaincome, gains, losses and deductions. In
preparing this schedule, we will use various actiogrand reporting conventions and various deptieciaand amortization methods we have adopted. This
schedule may not yield a result that conformsatusbry or regulatory requirements or to admintsteapronouncements of the IRS. Further, our tanrre
may be audited, and any such audit could res@hiaudit of our unitholders’ individual income taeturns as well as increased liabilities for talxesause
of adjustments resulting from the audit. An audlibor unitholdersreturns also could be triggered if the tax inforimratelating to their common units is |
consistent with the Schedule K-1 that we are reguio provide to the IRS.

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

We have adopted a reporting convention that wilbée our unitholders to track the basis of thaiiviidual common units or unit groups and use this
basis in calculating their basis adjustments uSgetion 743 of the Internal Revenue Code and gdimss on the sale of common units. This methoddoe
not comply with an IRS ruling that requires a pmmtbf the combined tax basis of all common unitseéallocated to each of the common units owned by
unitholder upon a sale or disposition of less thiof the common units and may be challenged byIRS. If such a challenge is successful, our ofdtrs
may have to recognize more taxable income or esabte loss with respect to common units dispo$esh@d common units they continue to hold.

Tax-exempt investors may recognize unrelated bssixable income.

Generally, unrelated business taxable income, oFIU&n arise from a trade or business unrelatéde@xempt purposes of the tax-exempt entity that
is regularly carried on by either the tax-exemgitgior a partnership in which the tax-exempt gnista partner. However, UBTI does not apply teiast
income, royalties (including overriding royalties)net profits interests, whether the royaltieset profits are measured by production or by goodaxabl
income from the property. Pursuant to the provisiohour partnership agreement, our general pastmat use all reasonable efforts to prevent umfro
realizing income that would constitute UBTI. In &tzh, our general partner is prohibited from iring certain types and amounts of indebtedness and
from directly owning working interests or cost biagrinterests and, in the event that any of ouetadsecome working interests or cost bearing isterés
required to assign such interests to the operatingnership subject to the reservation of a nditproverriding royalty interest. However, it isggible that
we may realize income that would constitute UBTameffort to maximize unitholder value.

Tax consequences of certain NPIs are uncertain.

We are prohibited from owning working interestcost-bearing interests. At the time of the creatibthe Minerals NPI, we assigned to the operating
partnership all rights in any such working intesest cost-bearing interests that might subsequéetigreated from the mineral properties that wattaae
subject of the Minerals NPI. As additional workiimgerests and other cost-bearing interests araéexteat of such mineral properties, they are owmethe
operating partnership pursuant to such origindbagsent, and we have executed various documerts #ie creation of the Minerals NPI to confirm such
treatment under the original assignment. This tneat could be characterized differently by the IR&] in such a case we are unable to predict, with
certainty, all of the income tax consequencesirglab the Minerals NPI as it relates to such wogkinterests and other cost-bearing interests.

Our unitholders may not be entitled to deductimrgercentage depletion with respect to our oil aradural gas interests.

Our unitholders will be entitled to deductions foe greater of either cost depletion or (if otheenallowable) percentage depletion with respetii¢o
oil and natural gas interests owned by us. Howgancentage depletion is generally available taithalder only if he qualifies under the indeperiden
producer exemption contained in the Internal RegeBade. For this purpose, an independent prods@eperson not directly or indirectly involved fret
retail sale of oil, natural gas, or derivative ot or the operation of a major refinery. If athaider does not qualify under the independent gced
exemption, he generally will be restricted to ddaiuns based on cost depletion.

Our unitholders may have more taxable income @ tazable loss on an ongoing basis if the IRS doésccept our method of allocating depletion
deductions.

The Internal Revenue Code requires that income, ¢@8s and deduction attributable to appreciatetkpreciated property that is contributed to a
partnership in exchange for a partnership intéretite partnership must be allocated so that tingribwiting partner is charged with, or benefitafiro
unrealized gain or unrealized loss, referred ttBadt-in Gain” and “Built-in Loss,” respectivelyassociated with the property at the time of itstébuation
to the partnership. Our partnership agreement gesvihat the adjusted tax basis of the oil andralafias properties contributed to us is allocatetthé
contributing partners for the purpose of separatelgrmining depletion deductions. Any gain or lessulting from the sale of property contributediso
will be allocated to the partners that contributeel property, in proportion to their percentageriest in the contributed property, to take intoocact any
Built-in Gain or Built-in Loss. This method of aflating Built-in Gain and Built-in Loss is not spically permitted by United States Treasury regolas,
and the IRS may challenge this method. Such aergd], if successful, could cause our unitholderedognize more taxable income or less taxabledonss
an ongoing basis in respect of their common units.
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Our unitholders may have more taxable income @& tagable loss on an ongoing basis if the IRS doésaccept our method of determining a
unitholder's share of the basis of partnership mnap.

Our general partner utilizes a method of calcugagach unitholder's share of the basis of partigsiperty that results in an aggregate basis for
depletion purposes that reflects the purchase pficemmon units as paid by the unitholder. Thighod is not specifically authorized under applieabl
Treasury regulations, and the IRS may challengertigthod. Such a challenge, if successful, couldeaur unitholders to recognize more taxable ircom
or less taxable loss on an ongoing basis in resgebtir common units.

The ratio of the amount of taxable income that baéllallocated to a unitholder to the amount of ctmtt will be distributed to a unitholder is uncairt,
and cash distributed to a unitholder may not béigeht to pay tax on the income we allocate taaholder.

The amount of taxable income realized by a unithioWill be dependent upon a number of factors ihiclg: (i) the amount of taxable income
recognized by us; (ii) the amount of any gain reiped by us that is attributable to specific asségs that may be wholly or partially attributatdeBuilt-in
Gain and the resulting allocation of such gain tmaholder, depending on the asset being soljitiie amount of basis adjustment pursuant torkerhal
Revenue Code available to a unitholder based oputahase price for any common units and the ammymthich such price was greater or less than a
unitholder’s proportionate share of inside tax asdiour assets attributable to the common unisnathe common units were purchased; and (iv) the
method of depletion available to a unitholder. Efiere, it is not possible for us to predict théaratf the amount of taxable income that will bevalited to .
unitholder to the amount of cash that will be distted to a unitholder. Unitholders may not recaiash distributions from us equal to their shareusf
taxable income or even equal to the actual taxifialthat results from that income.

A unitholder may lose his status as a partner ofRartnership for federal income tax purposes ifidéreds our common units to a short seller to caver
short sale of such common units.

If a unitholder loans his common units to a sheltes to cover a short sale of common units, he bragonsidered as having disposed of his ownership
of those common units for federal income tax puego#f so, the unitholder would no longer be amparof our Partnership for tax purposes with resfec
those common units during the period of the loahraay recognize gain or loss from the disposithma result, during this period, any of our income,
gain, loss or deduction with respect to those comamats would not be reportable, and any cashibigtons received for those common units would be
fully taxable and may be treated as ordinary income

If we are not notified (either directly or throughbroker) of a sale or other transfer of commortgjrsome distributions and federal income tax
information or reports with respect to such unitsynmot be provided to the purchaser or other transé 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 timedifred of a sale or other transfer of common units
and a proper transfer of ownership is not recoatethe appropriate books and records, some ditiritsiand federal income tax information or reports
with respect to these common units may not be mageovided to the transferee of the units and maiead continue to be made or provided to the
original transferor. Notwithstanding a transferdailire to receive distributions and federal ineotax information or reports from us with respectitese
units, the IRS may contend that such transferagrtner for federal income tax purposes andsitiaie allocations of income, gain, loss or dedudbipns
should have been reported by such transferee.naltigely, the IRS may contend that the transfeomtiaues to be a partner for federal income taypses
and that allocations of income, gain, loss or dédndy us should have been reported by such eamsflf the transferor is not treated as a parfioer
federal income tax purposes, any cash distributieasived by such transferor with respect to thedferred units following the transfer would béyful
taxable as ordinary income to the transferor.

A sale or exchange of 50% or more of the totalrégts in our capital and profits within a 12-monutériod could result in adverse tax consequences to
unitholder.

We will terminate for federal income tax purpodehére is a sale or exchange of 50% or more ofdta interests in our capital and profits witlain
12-month period. A termination would result in thesifgy of our taxable year for a unitholder. As ailgsf a unitholder has a different taxable ydaart we
have, he may be required to include his allocaldeesof our income, gain, loss, deduction, creatit$ other items from both the taxable year endiay o
the year of our termination and the short taxakleryending at the time of our termination in thesaaxable year. A termination also could result in
penalties if we were unable to determine that éhmination occurred.
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Foreign, state and local taxes could be withheldaorounts otherwise distributable to a unitholder.

A unitholder may be required to file tax returnsl & subject to tax liability in the foreign, statelocal jurisdictions where he resides and irhestate
or local jurisdiction in which we have assets dravtvise do business. We also may be required tthelitl state income tax from distributions otherwise
payable to a unitholder, and state income tax neayithheld by others on royalty payments to us.

Certain U.S. federal income tax deductions curgeatfailable with respect to oil and natural gas lexation and development may be eliminated as a
result of future legislation.

Both the Proposed Fiscal Year 2014 Federal Budgttecently proposed legislation in Congress waiikehacted into law, make significant changes
to United States tax laws, including the eliminataf certain key U.S. federal income tax incentiwesently available to oil and natural gas expiora
activities. These changes include, but are notdidnio, (i) the repeal of the percentage deplatitowance for oil and natural gas properties,t(i@
elimination of current deductions for intangiblélldrg and development costs, (iii) the repealloé tlomestic manufacturing tax deduction for oil aatura
gas companies, and (iv) an extension of the anatidiz period for certain geological and geophységdenditures. It is unclear whether any such chang
will be enacted or how soon any such changes dmddme effective. The passage of any legislatianrasult of these proposals or any other similar
changes in U.S. federal income tax laws could elar@ certain tax deductions that are currentlylabls to our unitholders and to oil and natural gas
operators that we rely upon to develop our propertbuch legislation or changes could negativepathboth our unitholders and our Partnership
financially.

Disclosure Regarding Forward-Looking Statements

Statements included in this report that are ndbhal facts (including any statements concermilams and objectives of management for future
operations or economic performance, or assumptiofrecasts related thereto), are forward-looldtagements. These statements can be identifickieby t
use of forward-looking terminology including "maybelieve," "will," "expect," "anticipate,” "estint@," "continue" or other similar words. These
statements discuss future expectations, contajegiions of results of operations or of financiahdition or state other forward-looking information

These forward-looking statements are made based mpnagement's current plans, expectations, estimagsumptions and beliefs concerning future
events impacting us and, therefore, involve a nurobdsks and uncertainties. We caution that fodkaoking statements are not guarantees and thal
results could differ materially from those expreseeimplied in the forward-looking statements fonumber of important reasons, including those
discussed under "Risk Factors" and elsewhere sirdiort.

You should read these statements carefully bedhegemay discuss our expectations about our fygartormance, contain projections of our future
operating results or our future financial conditionstate other forward-looking information. Befgrou invest, you should be aware that the occoeref
any of the events herein described in "Risk Fattams elsewhere in this report could substantiadlym our business, results of operations and financ
condition and that upon the occurrence of any e$¢hevents, the trading price of our common uwitgdcdecline, and you could lose all or part ofyou
investment.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.
ITEM 2. PROPERTIES
Facilities

Our office in Dallas consists of 11,847 square &ddeased office space. The operating partnerships a field office in Hooker, Oklahoma.
Properties

We own two categories of properties: Royalty Properand Net Profits Interests (“NPIs”).

Royalty Properties

We own Royalty Properties representing producirdyranproducing mineral, royalty, overriding royaliyet profits and leasehold interests in
properties located in 574 counties and parish@$ istates. Acreage amounts listed herein represeiitest estimates based on information provided ta:
a royalty owner. Due to the significant numberrafividual deeds, leases and similar instrumentslied in the acquisition and development of the diy,
Properties by us or our predecessors, acreage asamensubject to change as new information becaweable. In addition, as a royalty owner, oures
to information concerning activity and operatiomstioe Royalty Properties is limited. Most of ouoghicing properties are subject to old leases amer ot
contracts pursuant to which we are not entitledet information. Some of our newer leases prov@eaccess to technical data and other informaiide.
may have limited access to public data in somesate@augh third party subscription services. Consetly, the exact number of wells producing from or

drilling on the Royalty Properties is not deterntilea The primary manner by which we will become enaf activity on the Royalty Properties is the
receipt of division orders or other correspondenme operators or purchasers.
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Acreage Summary

The following table sets forth, as of DecemberZ113, a summary of our gross and net acres, wipgleable, of mineral, royalty, overriding royalty
and leasehold interests, and a compilation of thelrer of counties and parishes and states in whe&de interests are located. The majority of otir ne
mineral acres are unleased. Acreage amounts maddaicross due to overlapping ownership amongoaés.

Overriding
Mineral Royalty Royalty Leasehold Total
Number of State 25 18 17 8 25
Number of Counties/Parish 465 19C 137 34 574
Gross Acres 2,308,001 617,00( 209,00( 34,00( 3,114,001
Net Acres (where applicabl 378,00( — — — 378,00(

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 property.