SETTLEMENT AGREEMENT

This Settlement Agreement (“Agreement”) is entered into among the United
States of America, acting through the United States Department of Justice (“DQJ”) and
on behalf of the United States Department of Interior, Office of Natural Resources
Revenue (“ONRR”) (collectively the “United States™), and Hilcorp San Juan, L.P.

(“Company”) (hereafter collectively referred to as the “Parties™), through their

authorized representatives.

RECITALS

A. The Company is an oil and natural gas exploration and production
company with offices in Aztec, New Mexico and Houston, Texas. The Company has
numerous federal oil and gas leases in the San Juan Basin in northwest New Mexico and
southwest Colorado.

B. The United States undertook an investigation into certain of the
Company’s leases in the San Juan Basin and royalty payments associated with those
leases.

C. The United States contends that it has certain civil claims against the
Company arising from its underpayment of royalties to ONRR during the period from
August 2017 through December 2018 (“Time Period”). Specifically, the United States
contends that during this time, the Company paid federal royalties on oil, natural gas, and
natural gas liquids for the leases listed in Exhibit A based on estimated volumes and
prices instead of on actual volumes and prices. Under 30 U.S.C. § 1721(h), when an
estimated payment is made to ONRR, actual royalties are payable at the end of the month

following the month in which the estimated payment is made. The United States



contends that for the Time Period and for the leases set forth in Exhibit A (“Leases™), the
Company made payments to ONRR based on estimated volumes and prices without
indicating that the payments were based on estimates and without subsequently making
payments in the following month based on actual volumes and values. As a result, the
United States contends that the Company knowingly and improperly avoided its
obligation to pay ONRR full royalty payments for the Leases. This conduct is referred to

below as the “Covered Conduct.”

D. The Company cooperated with the United States” investigation by
assisting in the determination of losses and repaying funds. In July 2021, the Company
paid ONRR $20,640,957 ($17,358,065, plus $3,282,892 interest) for royalty
underpayments arising from the Covered Conduct. The Company received credit under
DOJ’s guidelines taking disclosure, cooperation, and remediation into account in False
Claims Act cases, Justice Manual § 4-4.112.

E. This Settlement Agreement is neither an admission of liability by
the Company nor a concession by the United States that its claims are not well founded.

To avoid the delay, uncertainty, inconvenience, and expense of protracted
litigation of the above claims, and in consideration of the mutual promises and
obligations of this Settlement Agreement, the Parties agree and covenant as follows:

TERMS AND CONDITIONS

1. The Company shall pay to the United States $34,640,957 (“Settlement
Amount”), and simple interest on the unpaid portion of the Settlement Amount at a rate
of 3% per annum starting on November 9, 2023, until and including the date of final

payment, by electronic funds transfer pursuant to written instructions to be provided by



DOJ’s Civil Division. $20,640,9570f the Settlement Amount is restitution. The
Company shall pay the Settlement Amount in accordance with the following payment
schedule:

A. The Company shall receive a credit for its prior payment to ONRR
of $20,640,957 in July 2021.

B. No later than 15 days after the Effective Date (defined below) of
this Agreement, the Company shall make a payment to the United States in the amount of
$7,000,000.00, plus simple interest at a rate of 3%.

C. No later than 120 days after the Effective Date of this Agreement,
the Company shall make a payment to the United States in the amount of $7,000,000.00,
plus simple interest at a rate of 3%, on the theretofore unpaid amounts.

D. The payments specified in this Paragraph 1 may be prepaid, in
whole or in part, without penalty or premium.

2. Subject to the exceptions in Paragraph 3 (concerning reserved claims)
below, and conditioned upon the United States’ receipt of the Settlement Amount, plus
simple interest at a rate of 3%, the United States releases the Company from any civil or
administrative monetary claim the United States has for the Covered Conduct under the
False Claims Act, 31 U.S.C. §§ 3729-3733; the Program Fraud Civil Remedies Act, 31
U.S.C. §§ 3801-3812; or the common law theories of breach of contract, payment by
mistake, unjust enrichment, and fraud.

3. Notwithstanding the release given in Paragraph 2 of this Agreement, or
any other term of this Agreement, the following claims and rights of the United States are

specifically reserved and are not released:



a. Any liability arising under Title 26, U.S. Code (Internal Revenue

Code);
b. Any criminal liability;
c. Except as explicitly stated in this Agreement, any administrative

liability or enforcement right, or any administrative remedy,
including the suspension and debarment rights of any federal
agency;

d. Any liability to the United States (or its agencies) for any conduct
other than the Covered Conduct;

e. Any liability based upon obligations created by this Agreement;

f. Any liability of individuals;

g. Any liability for personal injury or property damage or for other
consequential damages arising from the Covered Conduct.

4, The Company waives and shall not assert any defenses it may have to any
criminal prosecution or administrative action relating to the Covered Conduct that may be
based in whole or in part on a contention that, under the Double Jeopardy Clause in the
Fifth Amendment of the Constitution, or under the Excessive Fines Clause in the Eighth
Amendment of the Constitution, this Agreement bars a remedy sought in such criminal
prosecution or administrative action.

5. The Company fully and finally releases the United States, its agencies,
officers, agents, employees, and servants, from any claims (including attorneys’ fees,
costs, and expenses of every kind and however denominated) that the Company has

asserted, could have asserted, or may assert in the future against the United States, its



agencies, officers, agents, employees, and servants, related to the Covered Conduct and
the United States’ investigation and prosecution thereof.

6. a. Unallowable Costs Defined: All costs (as defined in the Federal
Acquisition Regulation, 48 C.F.R. § 31.205-47) incurred by or on behalf of the Company,
and its present or former officers, directors, employees, shareholders, and agents in
connection with:

(1)  the matters covered by this Agreement;

(2)  the United States’ audit(s) and civil investigation(s) of the
matters covered by this Agreement;

3) the Company’s investigation, defense, and corrective
actions undertaken in response to the United States’
audit(s) and civil investigation(s) in connection with the
matters covered by this Agreement (including attorneys’

fees);

(4)  the negotiation and performance of this Agreement; and
%) the payment the Company makes to the United States
pursuant to this Agreement,

are unallowable costs for government contracting purposes (hereinafter referred to as

“Unallowable Costs™).

b. Future Treatment of Unallowable Costs: Unallowable Costs will
be separately determined and accounted for by the Company, and the Company shall not

charge such Unallowable Costs directly or indirectly to any contract with the United

States.



c. Treatment of Unallowable Costs Previously Submitted for

Payment: Within 90 days of the Effective Date of this Agreement, the Company shall
identify and repay by adjustment to future claims for payment or otherwise any
Unallowable Costs included in payments previously sought by the Company or any of its
subsidiaries or affiliates from the United States. The Company agrees that the United
States, at a minimum, shall be entitled to recoup from the Company any overpayment
plus applicable interest and penalties as a result of the inclusion of such Unallowable
Costs on previously-submitted requests for payment. The United States, including DOJ
and/or the affected agencies, reserves its rights to audit, examine, or re-examine the
Company’s books and records and to disagree with any calculations submitted by the
Company or any of its subsidiaries or affiliates regarding any Unallowable Costs
included in payments previously sought by the Company, or the effect of any such
Unallowable Costs on the amount of such payments.

7. This Agreement is intended to be for the benefit of the Parties only.

8. Each Party shall bear its own legal and other costs incurred in connection
with this matter, including the preparation and performance of this Agreement.

9. Each Party and signatory to this Agreement represents that it freely and
voluntarily enters into this Agreement without any degree of duress or compulsion.

10.  This Agreement is governed by the laws of the United States. The
exclusive venue for any dispute relating to this Agreement is the United States District
Court for the Southern District of Texas. For purposes of construing this Agreement, this

Agreement shall be deemed to have been drafted by all Parties to this Agreement and



shall not, therefore, be construed against any Party for that reason in any subsequent
dispute.

11. This Agreement constitutes the complete agreement between the Parties.
This Agreement may not be amended except by written consent of the Parties.

12. The undersigned counsel represent and warrant that they are fully
authorized to execute this Agreement on behalf of the persons and entities indicated
below.

13.  This Agreement may be executed in counterparts, each of which
constitutes an original and all of which constitute one and the same Agreement.

14. This Agreement is binding on the Company’s successors, transferees,
heirs, and assigns.

15. All Parties consent to the United States’ disclosure of this Agreement, and
information about this Agreement, to the public.

16.  This Agreement is effective on the date of signature of the last signatory to
the Agreement (the “Effective Date”). Facsimiles of signatures shall constitute

acceptable, binding signatures for purposes of this Agreement.



THE UNITED STATES OF AMERICA

pateD:[/1812221  By. \JBo.ia 7/%%

Jonathan T. Thrope, Attorneys
Commercial Litigation Branch
Civil Division

United States Department of Justice

DATED: " lS’{JOZLf BY: M Moo Linsr

Kenneth Shaitelman

Assistant United States Attorney & Senior
Litigation Counsel

Southern District of Texas




HILCORP SAN JUAN, L.P.

17/24 - /fDLQQZQO

“—8helbik DeZell

Senior Vice President and Ch1ef Financial Officer
Hilcorp Energy Company, General Partner of the Company

DATED: 17?4 gy. %

Gregory E. Goldberg
Robert Sutphin

Tina Van Bockem
Holland & Hart LLP
Counsel for the Company

DATED: |




8891125140
0290000270
0290000470
0290000480
029000111A
0290003960
0290004330
029000433A
0290004980
0290005460
0290006060
0290006070
0290006080
0290007020
0290007640
0290010510
0290010740
0290013650
0290013660
0290013670
0290013680
0290013690
0290014450
0290015940
0290016140
0290017450
029001772A
0290021380
0290021510
029002151A
029002151B
0290022940
0290024910
0290025150
0290025160
0290026910
0290027070
0290027580
0290028040
0290028050
0290028140
0290028610

EXHIBIT A

0290028740
029002874A
0290028900
0290029010
0290029880
0290030170
0290030400
029003040A
0290031530
0290031540
0290031790
0290031870
0290031880
0290031890
0290031900
0290031950
029003195A
0290031980
0290032020
0290033560
0290033570
0290033580
0290033690
0290033710
0290033800
0290033840
0290034010
0290034020
0290034040
0290034160
0290034650
0290034710
029003471A
029003486A
0290034910
0290034930
0290035210
0290035230
0290035260
0290035410
0290035530
0290035600

10

0290035610
0290035620
0290035630
0290035660
0290035670
0290035820
0290035830
0290036000
0290036040
0290036060
0290036540
0290037170
0290037580
0290038450
0290038620
0290038630
0290038770
0290039980
0290039990
0290040520
0290041390
0290042020
0290042060
0290042070
0290042080
0290042090
0290042240
0290042260
0290042400
0290042410
0290043750
0290046010
0290046018
0290050580
0290052190
0290052200
0290054930
0290055400
0290057500
0290057910
0290059410
0290062370



0290062830
0290067380
0290097170
0290097690
0290098400
029009867A
0290099790
0290100630
0290104440
0290104680
0290105160
0290108500
029010850A
0290109090
0290109100
0290109890
0290112850
0290113480
029011348A
0290113490
029011349A
029011349B
0290113500
029011350A
0290113930
0290118080
0290118950
0290122010
0290122020
0290122090
0290122920
0290122930
0290122990
0290123310
0290123320
0290123350
0290125730
0290126410
0290126470
0290126480
0290126700
0290126710
0290126940
0290126980

0290127080
0290127090
0290127100
0290127110
0290127190
0290127350
0290127360
0290127370
0290128800
0290132970
0290133630
0290133640
0290133650
0290133670
029013367A
029013367B
0290134800
0290136420
0290136540
0290136560
0290136570
0290136780
0290136850
0290136860
0290136880
029013688A
0290137060
029013706A
0290138600
0290138610
0290138850
0290138860
0290141100
0290142260
0290142270
0290143750
0290143760
0290151500
0290155450
0290167460
0290194000
0290194010
0290194020
0290194030

11

0290194040
0290194050
0290194060
0290194090
0290194100
0290194110
0290194120
0290194130
0290194140
0290204950
0290204970
0290204980
029020498B
0290204990
029020499A
0290205000
0290205010
0290205020
0290205030
0290205040
0290205050
0290209820
0290211160
0290211180
0290211190
0290211220
0290211230
0290211240
0290211250
0290211260
0290211270
0290241580
0290249070
0290282260
029028226A
0290282268
029028226C
0290291440
0290291460
0290291470
0290291480
0290305550
029030555A
0290313350



0290323250
029032326A
0290356340
0290483760
0290485670
0290485680
0290485690
0290485700
0290485720
0290485730
0290485740
0290485750
0290485760
0290598480
0290679880
0290896560
0290955960
029117074A
0291499680
0291757920
0292069950
0292259710
0293592110
0294680060
0294680140
0294681280
0295550780
0295555630
0295563390
0295581390
0295581400
0295602230
0295604150
0295604220
0295604250
0300029950
0300037780
0300044470
0300044530
0300044540
0300044560
0300044610
0300044650
0300068890

0300068900
0300068950
0300068960
0300077870
0300084050
0300090370
0300101830
0300110880
0300117730
0300120130
0300120140
0300120300
0300120330
0300122350
0300127580
0300127590
0300149140
0300149150
0300149160
0300149170
0300149190
0300149200
0300149210
0300149220
0300149230
0300149240
0300152720
0300164670
0300184630
0300203140
0300220460
0300230470
0300230480
0300230630
0300234720
0300263570
0300287580
0300287590
0300288200
0300330480
0300330520
0300330530
0300330540
0300330550

12

0300330560
0300406470
0300588870
0300801620
0300828150
0300835030
0300840740
0300840750
0300840770
0300846540
0300848090
0300864290
0300864940
0300864950
0300890260
0300932520
0300933130
0300945740
0300948260
0300978410
0300978420
0300978430
0300978440
0300990030
0301015510
0301015520
0301019930
0301019940
0301028850
0301028860
0301037970
0301037980
0301068980
0301119210
0301129620
0301187310
0301209230
0301373720
0440347520
0690171260
0690171890
0690172090
0690172100
0690172110



0690172150
0690172160
0690172180
0690174510
0690202810
0690202830
0690462450
082043260A
082043260B
082043260C
082044535A
0820445358
082045646A
0820465630
082047017A
082047017B
082047019A
082047019B
082047020A
082047020B
082047039A
082047039B
082047039C
082065546A
0820655468
0820655570
082065557A
0820655880
0820689900
0820718670
0820755870
0820756950
0820757940
0820763370
0820763860
0820763870
0820764650
0820765540
0820765660
0820765780
0820766050
0820769340
082076934 A
0820769580

0820770560
0820770820
0820770840
0820770850
0820770920
082077092A
082077092B
082077092C
0820771050
0820771060
0820771070
082077107A
082077107B
082077107C
0820771110
0820771120
0820771230
0820772310
0820772820
0820773150
0820773170
0820773290
0820773820
0820773830
082077383A
0820773840
0820773860
082077386A
082077451A
0820774820
0820776480
0820776510
0820776520
0820777100
0820777300
0820777540
082077754A
0820777600
0820777640
0820778060
0820778120
0820778330
082077833A
0820778420

13

0820778650
0820778740
0820778750
082077875A
0820779110
0820779220
0820779330
082077933A
0820779340
0820779350
0820779360
082077936A
0820779380
0820779410
082077941A
0820779420
082077942A
0820779490
0820779500
0820779510
082077951A
0820779520
082077952A
0820779610
0820779660
0820779670
0820779680
0820779740
082077978D
0820779800
082077980A
0820780000
082078000A
0820780010
082078001A
082078001B
0820780020
082078002A
0820780040
0820780050
0820780070
0820780120
0820780140
0820780190



0820780200
0820780220
0820780390
082078039A
082078039B
0820780400
082078040A
0820780420
0820780460
0820780470
0820780480
0820780490
082078049A
0820780500
0820780510
082078051A
0820780600
082078060A
0820780620
082078077A
0820780810
0820780890
0820780920
0820780940
0820780950
082078095A
0820780960
0820780970
082078097A
0820780990
082078099A
082078099B
082078099C
0820781010
082078101C
0820781030
082078103A
082078103B
0820781060
0820781090
0820781100
0820781150
0820781160
082078116A

0820781180
082078118A
0820781190
082078119A
082078119B
082078120A
0820781240
0820781250
082078125A
082078125B
0820781280
0820781290
082078129A
0820781320
0820781340
0820781350
0820781380
082078138A
0820781390
0820781440
0820781460
082078146A
0820781470
082078147A
0820781610
0820781710
082078174A
0820781940
0820781950
0820781970
0820781980
0820782000
082078200A
082078200B
0820782010
082078201A
082078201B
0820782020
0820782040
082078204 A
0820782050
0820782070
0820782080
0820782090

14

082078209B
082078209C
0820782100
0820782120
0820782130
0820782140
0820782150
082078215A
082078215B
082078228B
0820782310
0820782330
0820782430
0820782440
0820782660
0820782670
082078267A
0820782770
0820782780
0820782810
0820782820
0820782840
0820782850
0820783030
0820783050
0820783060
082078306A.
0820783090
0820783110
0820783120
0820783160
082078316A
0820783168
082078316C
082078316D
082078316E
082078316F
082078316G
0820783190
082078319A
0820783290
0820783360
082078336B
082078336C



0820783430
0820783540
082078354A
0820783560
082078356A
0820783568
0820783570
082078357A
0820783580
0820783700
0820783720
0820783840
0820783850
082078385A
0820783860
082078386A
0820783870
082078387A
0820783880
082078388A
0820783890
082078389A
0820783900
082078390A
0820783980
0820783990
0820784020
082078402A
0820784100
082078410A
0820784120
0820784140
082078414A
0820784150
082078415A
0820784160
082078416A
0820784170
082078417A
0820784210
0820784220
0820784230
0820784240
082078424A

082078424B
0820784250
082078425A
0820784260
0820784290
0820784300
082078430A
0820784310
0820784320
0820784330
0820784340
0820784380
0820784390
0820784590
082078459B
0820784600
0820784610
0820784630
082078463 A
0820784640
0820784720
0820784760
0820784780
0820784800
082078483A
0820784870
082078487A
0820784878
082078487C
0820784960
082078496A
0820784970
082078497A
0820784980
082078498A
0820784990
082078499A
0820785000
082078500A
0820785020
082078502A
0820785030
082078503A
0820785040

15

0820785050
0820785060
0820785070
0820785080
0820785090
082078509A
0820785100
0820785110
0820785130
082078518A
0820785420
0820785430
0820785570
0820785650
082078565A
082078566A
0820785690
0820785700
0820785710
0820785780
082078578A
0820785800
082078580A
0820785810
082078581A
0820785960
082078596A
0820785980
0820786040
0820786150
082078615A
0820786220
0820786250
0820786260
0820786280
082078628A
0820786300
0820786400
0820786410
082078641A
0820786420
0820786430
0820786550
0820786730



0820786870
0820786990
0820787070
0820787150
0820787160
082078716A
0820787170
0820787360
0820787380
0820787390
0820787400
0820787410
0820787800
0820787810
082078781A
082078781B
082078807A
0820788130
082078818A
0820788280
082078828A
0820788350
082078835A
0820788400
0820788410
082078841A
082078841B
0820788630
082078872A
0820788740
0820788750
0820788760
0820788770
0820788780
0820788790
0820788800
0820788810
082078881A
0820788820
0820788830
082078883A
0820788840
0820788850
082078885A

0820788860
0820788950
0820788960
0820788990
082078899A
0820789020
082078902A
0820789030
082078903A
082078903B
0820789040
082078904 A
0820789050
0820789070
0820789080
0820789120
0820789130
0820789140
0820789150
0820789170
0820789190
0820789220
0820789230
0820789250
0820789260
082078926A
0820789430
082078943A
0820789450
0820789490
0820789510
0820789570
0820789600
0820789620
0820789700
0820789720
082078972A
0820789770
0820789780
0820789870
0820789880
0820789940
0820789950
0820789960

16

0820789970
0820789980
0820789990
0820790000
082079000A
0820790010
082079001A
0820790020
0820790030
0820790040
082079007A
0820790100
0820790120
0820790130
0820790290
0820790350
082079035A
0820790370
0820790420
0820790430
0820790450
0820790470
0820790480
082079048 A
0820790490
082079049A
0820790498
082079049C
0820790500
082079050A
082079050B
082079050C
082079050D
0820790510
082079051A
082079051B
0820790520
0820790530
0820790600
0820790650
0820790700
0820790710
082079071A
082079071B



0820790730
0820790740
0820790820
082079082A
0820790860
0820790990
082079099A
0820791070
0820791160
0820791430
0820791480
0820791600
082079160A
0820791770
0820791840
0820791850
0820791860
0820791920
0820791930
0820792030
0820792050
0820792100
0820792310
0820792320
0820792440
082079244 A
0820792500
0820792650
0820792660
0820792680
0820792690
0820792890
082079289A
0820792900
082079290A
082079290B
0820792940
0820792950
0820792960
0820792980
082079298A
082079298B
082079298C
082079298D

0820793010
082079301A
0820793020
082079302A
082079302B
082079304A
0820793180
0820793190
0820793200
0820793210
082079321A
0820793220
0820793290
0820793410
082079341A
0820793460
082079346A
0820793510
0820793530
0820793600
0820793630
0820793640
0820793650
082079365A
0820793660
0820793670
082079367A
082079367B
0820793800
0820793810
0820793820
0820793830
0820793860
0820793910
0820793920
0820793930
0820793940
0820794010
0820794030
0820794040
082079404A
0820794180
0820794190
0820794720

17

082079482A
082079483 A
082079485B
0820794860
0820794870
082079487A
0820794880
082079488A
0820794910
0820794920
082079492A
082079492B
0820794930
082079493 A
0820795080
0820795090
0820795110
082079511A
0820795140
0820795190
082079519A
0820795200
082079520A
0820795210
082079521A
0820795220
0820795270
082079527A
0820795470
0820795830
0820795960
082079596A
0820796070
0820796170
0820796250
0820796340
082079634A
0820796580
082079658A
0820796790
0820796910
0820797170
0820797270
0820797290



0820797310
082079731A
0820797320
0820797340
0820797560
082079756A
0820797570
082079757A
0820797580
0820797610
082079761A
0820797870
0820798510
082079893A
0820799090
0820799150
0820799170
0820799370
0820799380
082079938A
0820799420
0820799440
0820799470
0820799600
0820799620
0820799680
0820800000
0820800030
0820800040
0820800050
0820800320
082080032A
0820800660
082080067A
0820800690
0820801010
0820801110
0820801120
0820801130
0820801170
0820801200
082080120A
0820801270
0820801320

0820801330
0820801460
0820801790
0820801800
082080180A
0820801810
0820802130
0820802240
082080238A
0820802390
0820802430
0820802440
0820802450
0820802460
0820802470
0820803130
0820803140
0820803590
0820803600
082080360A
0820803730
0820803740
082080375A
082080375E
0820803760
082080376A
0820803770
0820803790
082080379A
0820803820
082080382A
0820803850
0820803900
082080390A
082080412A
0820804250
082080423A
0820804300
082080430A
082080430B
0820804330
0820804560
0820804660
0820804690

18

0820804910
0820805050
082080505A
082080505B
0820805110
0820805160
082080516A
082080516B
0820805170
0820805370
0820805380
0820805570
0820805940
082080594A.
0820805960
0820805970
0820806000
0820806140
0820806350
0820806360
0820806460
0820806470
0820806550
0820806580
0820806680
0820806690
0820806700
0820806720
0820806730
0820806740
0820806750
0820807040
082080711A
082080711B
082080712A
082080712B
0820807130
082080713A
082080713B
0820807140
082080714A
0820807230
082080724A
0820807500



082080751A
0820807760
082080776A
0820807810
0820807950
0820808100
0820808440
082080844 A
0820808540
0820808650
0820808690
0820808750
0820808930
0820808940
0820808950
0820809170
0820809190
0820809560
0820809620
0820810010
0820810240
0820810510

0820810610
0820810780
0820810850
0820810890
0820810980
082081098A
0820811140
0820811340
0820811550
082081186A
0820812390
0820812400
0820813250
0820813630
8891048650
8891125150
8891301130
0301037990
0300330300
0293592120
0290029890
030010183A
0300029960

19

0301175770
0300101710
0292070010
0300035650
0300191630
0300234730
0300258570
8891029430
8891125140
029002294A
029005941A
029020498A
0290802780
082079114A
0290204960
0290033850
082077874A
0295581440
0300068920
0300068930
082079485A
0301338490
0300961840



