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And other conservation easement hot topics 
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Allison Elder and Burgess Jackson 
 
Land Trust Alliance Standards and Practices, Practice 9H, Title Investigation and 
Subordination: 
 

Indicator Practice 9H. Title Investigation and Subordination 
The land trust investigates title to each property for which it intends to acquire title or an 
easement to be sure that it is negotiating with the legal owner(s) and to uncover liens, 
mortgages, mineral or other leases, water rights and/or other encumbrances or matters of 
record that may affect the transaction. Mortgages, liens and other encumbrances that could 
result in extinguishment of the easement or significantly undermine the important 
conservation values on the property are discharged or properly subordinated to the 
easement.  
 
What is title?  Title is ownership. 
 
In Texas, title may be divided between the surface and subsurface (oil, gas, and other 
minerals). 
 
 Surface estate 
  Possession 
  Development (residential, commercial) 
  Agriculture, grazing  
  Water 
  Hunting, fishing 
  Sand, gravel, coal, stone 
  Leasing or granting easements 
 
 Mineral estate – oil, gas, and other minerals – does not include sand, gravel, coal, 
stone 
 
Key Point:  Grantor of conservation easement must be owner of surface estate 
 
How do you know who owner is? 
 

Pre-Accreditation:  Land Trust would get copy of landowner‘s deed 
 
Accreditation Era:  Title investigation 

 
Title reports and title insurance – difference:  with title insurance, the insuring company 
pays if there is a title defect that defeats the grantee’s title (subject to title exceptions 
disclosed in the commitment). 
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Commitments for title insurance 
 
 Schedule A  
  1. Insured party – your land trust  
  2. Insured interest – conservation easement (unless fee transaction) 
  3. Record title owner – this is the name of the Grantor in the CE 
  4. Property description of conservation easement property 
   Field notes – Exhibit A property description of CE 
   Survey plat – survey should match field notes 
  

Schedule B – Exceptions to Coverage 
 Boilerplate exceptions – tidelands, navigable waterways, material liens, etc. 
 Access easements  
 Utility easements 
 Mineral leases 

Property access (if CE on portion of a tract, may not connect with public road     
– need access easement or CE fails) 

  
Schedule C – Title company requirements prior to closing 

Mortgages – must be paid off or subordinated before or at time conservation 
easement is recorded 

   
What does title insurance cost? 
 
Why haven’t I received my title insurance policy? 
 
Closing the conservation transaction: 
 
 Title company can collect signatures 

Signature authority – general: authority of a certain person to sign documents. 
Board president has authority to sign by law.  Executive Director often given right to 
sign in bylaws.  Can also be given by board resolution. 
Signature authority – specific: authority of a certain person to sign THIS document – 
done by board resolution 

 
 Closing instructions – don’t close until …  This allows land trust to instruct title 
company not to record documents until certain conditions met (e.g., mortgage paid off, 
exception for lack of access to public road removed, etc.). 
 
  MORAL:  CLOSE WITH TITLE COMPANY 
 
 
 
Texas Property Law: Surface, Minerals & Groundwater 
 

Understanding severances  
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Surface Water in Texas: Texas Water Code 11.021 
 
 TCEQ Oversight 
 
 Sample Adjudication 
 
Groundwater in Texas 
  
 Rule of Capture 
 
 Subject to regulation 
 
 Sample Permit 
 
Minerals in Texas 
 
 What is a mineral? 
 
 Exceptions 
 
 What is a mineral lease? 
 
 Components of the mineral estate 
 
 The dominant estate 
 
 Mechanisms to protect the surface 
 
 Drilling regulations in Texas 
 
 Accommodation doctrine 
 
 Investigating mineral title in Texas 
 
 Curing mineral severances 
 
 Accommodation doctrine applied to water – 2016 
 
 
Burgess Jackson        Allison Elder 
Law Office of Burgess Jackson      San Antonio River Authority 
1206 W Saint Johns Ave       100 E. Guenther Street 
Austin, TX 78757       San Antonio, Texas  78204 
(512) 699-9012        (210) 302-3229 
burgess@conservationlaw.net       aelder@sara-tx.org 
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7LWOH� LQVXUDQFH� LQVXUHV� \RX� DJDLQVW� ORVV�
UHVXOWLQJ�IURP�FHUWDLQ�ULVNV�WR�\RXU�WLWOH��

7KH�FRPPLWPHQW� IRU�7LWOH� ,QVXUDQFH� LV� WKH� WLWOH�
LQVXUDQFH�FRPSDQ\
V�SURPLVH� WR� LVVXH� WKH� WLWOH�
LQVXUDQFH� SROLF\�� 7KH� FRPPLWPHQW� LV� D� OHJDO�
GRFXPHQW�� <RX� VKRXOG� UHYLHZ� LW� FDUHIXOO\� WR�
FRPSOHWHO\� XQGHUVWDQG� LW� EHIRUH� \RXU� FORVLQJ�
GDWH��

(O� VHJXUR� GH� WLWXOR� OH� DVHJXUD� HQ� UHODFLRQ� D�
SHUGLGDV� UHVXOWDQWHV� GH� FLHUWRV� ULHVJRV� TXH�
SXHGHQ�DIHFWDU�HO�WLWXOR�GH�VX�SURSLHGDG��

(O� &RPSURPLVR� SDUD� 6HJXUR� GH� 7LWXOR� HV� OD�
SURPHVD�GH�OD�FRPSDQLD�DVHJXUDGRUD�GH�WLWXORV�
GH� HPLWLU� OD� SROL]D� GH� VHJXUR� GH� WLWXOR�� (O�
&RPSURPLVR� HV� XQ� GRFXPHQWR� OHJDO�� 8VWHG�
GHEH� OHHUOR� FXLGDGRVDPHQWH� \� HQWHQGHUOR�
FRPSOHWDPHQWH�DQWHV�GH�OD�IHFKD�SDUD�ILQDOL]DU�
VX�WUDQVDFFLRQ��

<RXU�FRPPLWPHQW�IRU�7LWOH�,QVXUDQFH�LV�D�OHJDO�FRQWUDFW�EHWZHHQ�\RX�DQG�XV��7KH�&RPPLWPHQW�LV�QRW�DQ�RSLQLRQ�RU�UHSRUW�RI�\RXU�WLWOH��
,W�LV�D�FRQWUDFW�WR�LVVXH�\RX�D�SROLF\�VXEMHFW�WR�WKH�&RPPLWPHQW
V�WHUPV�DQG�UHTXLUHPHQWV��
%HIRUH� LVVXLQJ� D� &RPPLWPHQW� IRU� 7LWOH� ,QVXUDQFH� �WKH� &RPPLWPHQW�� RU� D� 7LWOH� ,QVXUDQFH� 3ROLF\� �WKH� 3ROLF\��� WKH� WLWOH� LQVXUDQFH�
&RPSDQ\� �WKH� &RPSDQ\�� GHWHUPLQHV� ZKHWKHU� WKH� WLWOH� LV� LQVXUDEOH�� 7KLV� GHWHUPLQDWLRQ� KDV� DOUHDG\� EHHQ PDGH�� 3DUW� RI� WKDW�
GHWHUPLQDWLRQ�LQYROYHV�WKH�&RPSDQ\
V�GHFLVLRQ�WR�LQVXUH�WKH�WLWOH�H[FHSW�IRU�FHUWDLQ�ULVNV�WKDW�ZLOO QRW�EH�FRYHUHG�E\�WKH�3ROLF\��6RPH�
RI�WKHVH�ULVNV�DUH�OLVWHG�LQ�6FKHGXOH�%�RI�WKH�DWWDFKHG�&RPPLWPHQW�DV�([FHSWLRQV��2WKHU�ULVNV�DUH�VWDWHG�LQ�WKH�3ROLF\�DV�([FOXVLRQV��
7KHVH� ULVNV� ZLOO� QRW� EH� FRYHUHG� E\� WKH� 3ROLF\�� 7KH� 3ROLF\� LV� QRW� DQ� DEVWUDFW� RI� WLWOH� QRU� GRHV� D� &RPSDQ\� KDYH� DQ� REOLJDWLRQ WR�
GHWHUPLQH�WKH�RZQHUVKLS�RI�DQ\�PLQHUDO�LQWHUHVW�
0,1(5$/6�$1'�0,1(5$/�5,*+76�PD\�QRW�EH�FRYHUHG�E\�WKH�3ROLF\��7KH�&RPSDQ\�PD\�EH�XQZLOOLQJ�WR�LQVXUH�WLWOH�XQOHVV�WKHUH�LV�
DQ�H[FOXVLRQ�RU�DQ�H[FHSWLRQ�DV�WR�0LQHUDOV�DQG�0LQHUDO�5LJKWV�LQ�WKH�3ROLF\���2SWLRQDO�HQGRUVHPHQWV LQVXULQJ�FHUWDLQ�ULVNV�LQYROYLQJ�
PLQHUDOV�� DQG� WKH� XVH� RI� LPSURYHPHQWV� �H[FOXGLQJ� ODZQV�� VKUXEEHU\� DQG� WUHHV�� DQG� SHUPDQHQW� EXLOGLQJV PD\� EH� DYDLODEOH� IRU�
SXUFKDVH���,I�WKH�WLWOH�LQVXUHU�LVVXHV�WKH�WLWOH�SROLF\�ZLWK�DQ�H[FOXVLRQ�RU�H[FHSWLRQ�WR�WKH�PLQHUDOV�DQG�PLQHUDO�ULJKWV��QHLWKHU�WKLV�3ROLF\��
QRU�WKH�RSWLRQDO�HQGRUVHPHQWV��HQVXUH�WKDW�WKH�SXUFKDVHU�KDV�WLWOH�WR�WKH�PLQHUDO�ULJKWV�UHODWHG�WR�WKH�VXUIDFH�HVWDWH�
$QRWKHU� SDUW� RI� WKH� GHWHUPLQDWLRQ� LQYROYHV� ZKHWKHU� WKH� SURPLVH� WR� LQVXUH� LV� FRQGLWLRQHG� XSRQ� FHUWDLQ� UHTXLUHPHQWV� EHLQJ� PHW�
6FKHGXOH�&�RI�WKH�&RPPLWPHQW�OLVWV�WKHVH�UHTXLUHPHQWV�WKDW�PXVW�EH�VDWLVILHG�RU�WKH�&RPSDQ\�ZLOO� UHIXVH�WR�FRYHU�WKHP��<RX�PD\�
ZDQW�WR�GLVFXVV�DQ\�PDWWHUV�VKRZQ�LQ�6FKHGXOHV�%�DQG�&�RI�WKH�&RPPLWPHQW�ZLWK�DQ�DWWRUQH\��7KHVH�PDWWHUV�ZLOO�DIIHFW�\RXU�WLWOH�DQG�
\RXU�XVH�RI�WKH�ODQG��
:KHQ�\RXU�3ROLF\�LV�LVVXHG��WKH�FRYHUDJH�ZLOO�EH�OLPLWHG�E\�WKH�3ROLF\
V�([FHSWLRQV��([FOXVLRQV�DQG &RQGLWLRQV��GHILQHG�EHORZ��

� (;&(37,216�DUH�WLWOH�ULVNV�WKDW�D�3ROLF\�JHQHUDOO\�FRYHUV�EXW�GRHV�QRW�FRYHU�LQ�D�SDUWLFXODU�LQVWDQFH��([FHSWLRQV�DUH�VKRZQ�RQ�
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VHFWLRQ�RI�WKH�&RPPLWPHQW��:KHQ�WKH�3ROLF\�LV�LVVXHG��DOO�([FHSWLRQV�ZLOO�EH�RQ�6FKHGXOH�%�RI�WKH�3ROLF\�
� (;&/86,216�DUH� WLWOH�ULVNV� WKDW�D�3ROLF\�JHQHUDOO\�GRHV�QRW�FRYHU��([FOXVLRQV�DUH�FRQWDLQHG� LQ� WKH�3ROLF\�EXW�QRW�VKRZQ�RU
GLVFXVVHG�LQ�WKH�&RPPLWPHQW��
� &21',7,216�DUH�DGGLWLRQDO�SURYLVLRQV�WKDW�TXDOLI\�RU�OLPLW�\RXU�FRYHUDJH��&RQGLWLRQV�LQFOXGH�\RXU UHVSRQVLELOLWLHV�DQG�WKRVH�RI�
WKH�&RPSDQ\��7KH\�DUH�FRQWDLQHG�LQ�WKH�3ROLF\�EXW�QRW�VKRZQ�RU�GLVFXVVHG�LQ�WKH�&RPPLWPHQW��7KH�3ROLF\�&RQGLWLRQV�DUH�QRW�WKH
VDPH�DV�WKH�&RPPLWPHQW�&RQGLWLRQV�

<RX�FDQ�JHW�D�FRS\�RI� WKH�SROLF\� IRUP�DSSURYHG�E\� WKH�7H[DV�'HSDUWPHQW�RI� ,QVXUDQFH�E\�FDOOLQJ� WKH�7LWOH� ,QVXUDQFH�&RPSDQ\�DW�
���������������RU�E\�FDOOLQJ�WKH�WLWOH�LQVXUDQFH�DJHQW�WKDW�LVVXHG�WKH�&RPPLWPHQW��7KH�7H[DV�'HSDUWPHQW�RI�,QVXUDQFH�PD\�UHYLVH�
WKH�SROLF\�IRUP�IURP�WLPH�WR�WLPH��
<RX�FDQ�DOVR�JHW�D�EURFKXUH�WKDW�H[SODLQV�WKH�SROLF\�IURP�WKH�7H[DV�'HSDUWPHQW�RI�,QVXUDQFH�E\�FDOOLQJ�����������������
%HIRUH�WKH�3ROLF\�LV�LVVXHG��\RX�PD\�UHTXHVW�FKDQJHV�LQ�WKH�3ROLF\��6RPH�RI�WKH�FKDQJHV�WR�FRQVLGHU DUH��

� 5HTXHVW� DPHQGPHQW�RI� WKH� �DUHD�DQG�ERXQGDU\��H[FHSWLRQ� �6FKHGXOH�%��SDUDJUDSK�����7R�JHW� WKLV�DPHQGPHQW�� \RX�PXVW� IXUQLVK�D�
VXUYH\� DQG� FRPSO\� ZLWK� RWKHU� UHTXLUHPHQWV� RI� WKH� &RPSDQ\�� 2Q� WKH� 2ZQHU
V� 3ROLF\�� \RX� PXVW� SD\� DQ� DGGLWLRQDO� SUHPLXP� IRU� WKH�
DPHQGPHQW��,I� WKH�VXUYH\�LV�DFFHSWDEOH�WR� WKH�&RPSDQ\�DQG�LI� WKH�&RPSDQ\
V�RWKHU�UHTXLUHPHQWV�DUH�PHW��\RXU�3ROLF\�ZLOO� LQVXUH�\RX�
DJDLQVW�ORVV�EHFDXVH�RI�GLVFUHSDQFLHV�RU�FRQIOLFWV�LQ�ERXQGDU\�OLQHV��HQFURDFKPHQWV�RU�SURWUXVLRQV��RU�RYHUODSSLQJ�RI�LPSURYHPHQWV��7KH�
&RPSDQ\� PD\� WKHQ� GHFLGH� QRW� WR� LQVXUH� DJDLQVW� VSHFLILF� ERXQGDU\� RU� VXUYH\� SUREOHPV� E\�PDNLQJ� VSHFLDO H[FHSWLRQV� LQ� WKH� 3ROLF\��
:KHWKHU�RU�QRW�\RX�UHTXHVW�DPHQGPHQW�RI�WKH��DUHD�DQG�ERXQGDU\��H[FHSWLRQ��\RX�VKRXOG�GHWHUPLQH�ZKHWKHU�\RX�ZDQW�WR�SXUFKDVH�DQG�
UHYLHZ�D�VXUYH\�LI�D�VXUYH\�LV�QRW�EHLQJ�SURYLGHG�WR�\RX�
� $OORZ�WKH�&RPSDQ\�WR�DGG�DQ�H[FHSWLRQ�WR��ULJKWV�RI�SDUWLHV�LQ�SRVVHVVLRQ���,I�\RX�UHIXVH�WKLV�H[FHSWLRQ��WKH�&RPSDQ\�RU�WKH�WLWOH�
LQVXUDQFH�DJHQW�PD\�LQVSHFW�WKH�SURSHUW\��7KH�&RPSDQ\�PD\�H[FHSW�WR�DQG�QRW�LQVXUH�\RX�DJDLQVW�WKH�ULJKWV�RI�VSHFLILF�SHUVRQV��
VXFK�DV�UHQWHUV��DGYHUVH�RZQHUV�RU�HDVHPHQW�KROGHUV�ZKR�RFFXS\�WKH�ODQG��7KH�&RPSDQ\�PD\�FKDUJH�\RX�IRU�WKH�LQVSHFWLRQ��,I�
\RX�ZDQW�WR�PDNH�\RXU�RZQ�LQVSHFWLRQ��\RX�PXVW�VLJQ�D�:DLYHU�RI�,QVSHFWLRQ�IRUP�DQG�DOORZ�WKH�&RPSDQ\�WR�DGG�WKLV�H[FHSWLRQ�
WR�\RXU�3ROLF\��

7KH�HQWLUH�SUHPLXP�IRU�D�3ROLF\�PXVW�EH�SDLG�ZKHQ�WKH�3ROLF\�LV�LVVXHG��<RX�ZLOO�QRW�RZH�DQ\�DGGLWLRQDO�SUHPLXPV�XQOHVV�\RX�ZDQW�WR�
LQFUHDVH�\RXU�FRYHUDJH�DW�D�ODWHU�GDWH�DQG�WKH�&RPSDQ\�DJUHHV�WR�DGG�DQ�,QFUHDVHG�9DOXH�(QGRUVHPHQW�
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$V�WR�DQ�XQGLYLGHG�����������LQWHUHVW�

.$7<�35$,5,(�&216(59$1&<��D�7H[DV�QRQ�SURILW�FRUSRUDWLRQ

$V�WR�DQ�XQGLYLGHG�����������LQWHUHVW�

-$0(6�$��:$55(1

$V�WR�DQ�XQGLYLGHG�����������LQWHUHVW�
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3URSHUW\���

&RQVHUYDWLRQ�(DVHPHQW�DV�VHW�IRUWK�LQ�LQVWUXPHQW�UHFRUGHG�LQ�XQGHU�&OHUN
V�)LOH�1R��BBBBBBBBBBBBBBBB�RI�WKH�
5HDO�3URSHUW\�5HFRUGV�RI�+DUULV�&RXQW\��7H[DV��RYHU�DQG�DFURVV�6(*0(17�*��75$&7����EHLQJ���������DFUHV�
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,Q�DGGLWLRQ� WR�WKH�([FOXVLRQV�DQG�&RQGLWLRQV�DQG�6WLSXODWLRQV��\RXU�3ROLF\�ZLOO�QRW�FRYHU� ORVV��FRVWV��DWWRUQH\
V� IHHV��DQG�
H[SHQVHV�UHVXOWLQJ�IURP��

�� 7KH� IROORZLQJ� UHVWULFWLYH� FRYHQDQWV� RI� UHFRUG� LWHPL]HG� EHORZ� �:H�PXVW� HLWKHU� LQVHUW� VSHFLILF� UHFRUGLQJ� GDWD� RU�
GHOHWH�WKLV�H[FHSWLRQ��

��

��

��

$Q\�GLVFUHSDQFLHV��FRQIOLFWV��RU�VKRUWDJHV�LQ�DUHD�RU�ERXQGDU\�OLQHV��RU�DQ\�HQFURDFKPHQWV�RU�SURWUXVLRQV��RU�DQ\�
RYHUODSSLQJ�RI�LPSURYHPHQWV���

+RPHVWHDG� RU� FRPPXQLW\� SURSHUW\� RU� VXUYLYRUVKLS� ULJKWV�� LI� DQ\� RI� DQ\� VSRXVH� RI� DQ\� LQVXUHG�� �$SSOLHV� WR� WKH�
2ZQHU
V�3ROLF\�RQO\��

$Q\�WLWOHV�RU�ULJKWV�DVVHUWHG�E\�DQ\RQH��LQFOXGLQJ�EXW�QRW�OLPLWHG�WR��SHUVRQV��WKH�SXEOLF��FRUSRUDWLRQV��JRYHUQPHQWV�
RU�RWKHU�HQWLWLHV�
D� WR�WLGHODQGV��RU�ODQG�FRPSULVLQJ�WKH�VKRUHV�RU�EHGV�RI�QDYLJDEOH�RU�SHUHQQLDO�ULYHUV�DQG�VWUHDPV��ODNHV��ED\V�

JXOIV�RU�RFHDQV��RU
E� WR�ODQGV�EH\RQG�WKH�OLQH�RI�WKH�KDUERU�RU�EXONKHDG�OLQHV�DV�HVWDEOLVKHG�RU�FKDQJHG�E\�DQ\�JRYHUQPHQW��RU�
F� WR�ILOOHG�LQ�ODQGV��RU�DUWLILFLDO�LVODQGV��RU
G� WR�VWDWXWRU\�ZDWHU�ULJKWV��LQFOXGLQJ�ULSDULDQ�ULJKWV��RU�
H� WR� WKH�DUHD�H[WHQGLQJ� IURP�WKH�OLQH�RI�PHDQ� ORZ�WLGH� WR�WKH� OLQH�RI�YHJHWDWLRQ��RU� WKH�ULJKWV�RI�DFFHVV� WR�WKDW�

DUHD�RU�HDVHPHQW�DORQJ�DQG�DFURVV�WKDW�DUHD�
�$SSOLHV�WR�WKH�2ZQHU
V�3ROLF\�RQO\��

��

��

��

��

6WDQGE\� IHHV�� WD[HV� DQG� DVVHVVPHQWV� E\� DQ\� WD[LQJ� DXWKRULW\� IRU� WKH� \HDU� ������ DQG� VXEVHTXHQW� \HDUV�� DQG�
VXEVHTXHQW� WD[HV� DQG� DVVHVVPHQWV� E\� DQ\� WD[LQJ� DXWKRULW\� IRU� SULRU� \HDUV� GXH� WR� FKDQJH� LQ� ODQG� XVDJH RU�
RZQHUVKLS��EXW� QRW� WKRVH� WD[HV� RU�DVVHVVPHQWV� IRU�SULRU� \HDUV� EHFDXVH� RI� DQ�H[HPSWLRQ� JUDQWHG� WR� D�SUHYLRXV�
RZQHU� RI� WKH� SURSHUW\� XQGHU� 6HFWLRQ� ������� 7H[DV�7D[� &RGH�� RU� EHFDXVH� RI� LPSURYHPHQWV� QRW� DVVHVVHG� IRU� D�
SUHYLRXV�WD[�\HDU����,I�7H[DV�6KRUW�)RUP�5HVLGHQWLDO�/RDQ�3ROLF\�RI�7LWOH�,QVXUDQFH��7��5��LV�LVVXHG��WKDW�SROLF\�ZLOO�
VXEVWLWXWH� �ZKLFK� EHFRPH� GXH� DQG� SD\DEOH� VXEVHTXHQW� WR� 'DWH� RI� 3ROLF\�� LQ� OLHX� RI� �IRU� WKH� \HDU� ���� DQG�
VXEVHTXHQW�\HDUV���

7KH�WHUPV�DQG�FRQGLWLRQV�RI�WKH�GRFXPHQWV�FUHDWLQJ�\RXU�LQWHUHVW�LQ�WKH�ODQG�

0DWHULDOV�IXUQLVKHG�RU� ODERU�SHUIRUPHG�LQ�FRQQHFWLRQ�ZLWK�SODQQHG�FRQVWUXFWLRQ�EHIRUH�VLJQLQJ�DQG�GHOLYHULQJ�WKH�
OLHQ�GRFXPHQW�GHVFULEHG�LQ�6FKHGXOH�$��LI�WKH�ODQG�LV�SDUW�RI�WKH�KRPHVWHDG�RI�WKH�RZQHU���$SSOLHV�WR�WKH�/RDQ�7LWOH�
3ROLF\�%LQGHU�RQ�,QWHULP�&RQVWUXFWLRQ�/RDQ�RQO\��DQG�PD\�EH�GHOHWHG�LI�VDWLVIDFWRU\�HYLGHQFH�WR�XV�EHIRUH�D�ELQGHU�
LV�LVVXHG���

/LHQV� DQG� OHDVHV� WKDW� DIIHFW� WKH� WLWOH� WR� WKH� ODQG�� EXW� WKDW� DUH� VXERUGLQDWH� WR� WKH� OLHQ� RI� WKH� LQVXUHG�PRUWJDJH��
�$SSOLHV�WR�/RDQ�3ROLF\�RQO\���

��

���

7KH�([FHSWLRQV�IURP�&RYHUDJH�DQG�([SUHVV�,QVXUDQFH�LQ�6FKHGXOH�%�RI�WKH�7H[DV�6KRUW�)RUP�5HVLGHQWLDO�/RDQ�
3ROLF\�RI�7LWOH�,QVXUDQFH��7��5�����$SSOLHV�WR�7H[DV�6KRUW�)RUP�5HVLGHQWLDO�/RDQ�3ROLF\�RI�7LWOH� ,QVXUDQFH��7��5��
RQO\����6HSDUDWH�H[FHSWLRQV���WKURXJK���RI�WKLV�6FKHGXOH�%�GR�QRW�DSSO\�WR�WKH�7H[DV�6KRUW�)RUP�5HVLGHQWLDO�/RDQ�
3ROLF\�RI�7LWOH�,QVXUDQFH��7��5��

7KH�IROORZLQJ�PDWWHUV�DQG�DOO�WHUPV�RI�WKH�GRFXPHQWV�FUHDWLQJ�RU�RIIHULQJ�HYLGHQFH�RI�WKH�PDWWHUV��:H�PXVW�LQVHUW�
PDWWHUV�RU�GHOHWH�WKLV�H[FHSWLRQ���

D����5LJKWV�RI�SDUWLHV�LQ�SRVVHVVLRQ����2ZQHU�7LWOH�3ROLF\�RQO\�

E� $Q�HDVHPHQW�IRU�GUDLQDJH�SXUSRVHV�JUDQWHG�WR�WKH�&RXQW\�RI�+DUULV�E\�LQVWUXPHQW�UHFRUGHG�LQ�9ROXPH�������

)LOH��1R������������� 6&+('8/(�%

(;&(37,216�)520�&29(5$*(

)LOH�1R���������������
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3DJH���� RI�WKH�'HHG�5HFRUGV�RI�+DUULV�&RXQW\��7H[DV�

(DVHPHQW� � IRU� � WKH� &RQYH\DQFH� RI� )ORRG�� 6WRUP�� DQG� 6XUIDFH� 5XQRII�:DWHU� IURP� WKH 2YHUIORZ� RI� &\SUHVV�
&UHHN�UHFRUGHG�XQGHU�&OHUN
V�)LOH�1R��������������� RI��WKH 5HDO�3URSHUW\�5HFRUGV�RI�+DUULV�&RXQW\��7H[DV�

$OO��PLQHUDO�LQWHUHVWV�DV�VHW�IRUWK�LQ�0LQHUDO�'HHG�WR�-RKQ�:DUUHQ�0LQHUDO�&RPSDQ\�UHFRUGHG�LQ��9ROXPH��������
3DJH����� RI��WKH��&RQWUDFW 5HFRUGV���DQG�FRQILUPHG�LQ��9ROXPH���������3DJH���� RI�WKH 'HHG�5HFRUGV�RI�
+DUULV�&RXQW\� 7H[DV���7KH�&RPSDQ\�PDNHV�QR�UHSUHVHQWDWLRQ�DV�WR�WKH�SUHVHQW�RZQHUVKLS�RI�DQ\�VXFK�
LQWHUHVWV��7KHUH�PD\�EH�OHDVHV��JUDQWV��H[FHSWLRQV�RU�UHVHUYDWLRQV�RI�LQWHUHVWV�WKDW�DUH�QRW�OLVWHG�

5HVHUYDWLRQ�RI�DOO�LQWHUHVWV�LQ�PLQHUDOV�XQWR�1DQ�-��+LOO\HU��DV�VHW�IRUWK�LQ�'HHG�WR�.DW\�3UDLULH�&RQVHUYDQF\�
UHFRUGHG�XQGHU�&OHUN
V�)LOH�1R��:������ RI�WKH�5HDO�3URSHUW\�5HFRUGV�RI�+DUULV�&RXQW\��7H[DV��7KH�&RPSDQ\�
PDNHV�QR�UHSUHVHQWDWLRQ�DV�WR�WKH�SUHVHQW�RZQHUVKLS�RI�DQ\�VXFK�LQWHUHVWV��7KHUH�PD\�EH�OHDVHV��JUDQWV��
H[FHSWLRQV�RU�UHVHUYDWLRQV�RI�LQWHUHVWV�WKDW�DUH�QRW�OLVWHG� �$V�WR�DQ�XQGLYLGHG�����������LQWHUHVW�

5HVHUYDWLRQ�RI�DOO�LQWHUHVWV�LQ�PLQHUDOV�XQWR�7RP�-RUGDQ��-U���HW�DO��DV�UHIOHFWHG�E\�FRQYH\DQFH�RI VXUIDFH�RQO\�LQ�
'HHG�WR�.DW\�3UDLULH�&RQVHUYDQF\�UHFRUGHG�XQGHU�&OHUN
V�)LOH�1R��;������ RI�WKH�5HDO�3URSHUW\�5HFRUGV�RI�
+DUULV�&RXQW\��7H[DV���$Q�XQGLYLGHG�����LQWHUHVW�LQ�VDLG�PLQHUDO�LQWHUHVWV�FRQYH\HG�WR�.DW\�3UDLULH�
&RQVHUYDQF\�E\�0LQHUDO�'HHG�DQG�0LQHUDO�'HHG�RI�,QWHUHVW�LQ�6DOW�UHFRUGHG�XQGHU�&OHUN
V�)LOH�1RV��;������
DQG�;��������UHVSHFWLYHO\��RI�WKH�5HDO�3URSHUW\�5HFRUGV�RI�+DUULV�&RXQW\��7H[DV��ZLWK�ZDLYHU�RI�VXUIDFH�ULJKWV�
DV�VHW�IRUWK�WKHUHLQ���7KH�&RPSDQ\�PDNHV�QR�UHSUHVHQWDWLRQ�DV�WR�WKH�SUHVHQW�RZQHUVKLS�RI�DQ\�VXFK�LQWHUHVWV��
7KHUH�PD\�EH�OHDVHV��JUDQWV��H[FHSWLRQV�RU�UHVHUYDWLRQV�RI�LQWHUHVWV�WKDW�DUH�QRW�OLVWHG� �$V�WR�DQ�XQGLYLGHG�
����������LQWHUHVW�

5HVHUYDWLRQ�RI�DOO�LQWHUHVWV�LQ�PLQHUDOV�XQWR�.DW\�3UDLULH�&RQVHUYDQF\��DV�UHIOHFWHG�E\�FRQYH\DQFH�RI�VXUIDFH�
RQO\�LQ�'HHG�WR�-DPHV�$��:DUUHQ��HW�DO��UHFRUGHG�XQGHU�&OHUN
V�)LOH�1R������������� RI�WKH�5HDO�3URSHUW\�
5HFRUGV�RI�+DUULV�&RXQW\��7H[DV���7KH�&RPSDQ\�PDNHV�QR�UHSUHVHQWDWLRQ�DV�WR�WKH�SUHVHQW�RZQHUVKLS�RI�DQ\�
VXFK�LQWHUHVWV��7KHUH�PD\�EH�OHDVHV��JUDQWV��H[FHSWLRQV�RU�UHVHUYDWLRQV�RI�LQWHUHVWV�WKDW�DUH�QRW�OLVWHG� �$V�WR�
DQ�XQGLYLGHG����������LQWHUHVW�

7H[DV�:DWHU�&RPPLVVLRQ�3HUPLW�1R��������DV�DPHQGHG�E\�3HUPLW�GDWHG�-XQH�����������UHFRUGHG�DW�&OHUN
V�
)LOH�1R��%�������LQ�9ROXPH�������3DJH���� RI�WKH�'HHG�5HFRUGV�RI�+DUULV�&RXQW\��7H[DV�

$JUHHPHQW��UHFRUGHG�XQGHU�&OHUN
V�)LOH�1R��;������ RI�WKH�5HDO�3URSHUW\�5HFRUGV RI�+DUULV &RXQW\��7H[DV�

5LJKWV�RI�WHQDQWV��DQG�DVVLJQV��DV�WHQDQWV�RQO\��XQGHU�FXUUHQWO\�HIIHFWLYH�OHDVH�DJUHHPHQWV�

$OO�OHDVHV��JUDQWV��H[FHSWLRQV�RU�UHVHUYDWLRQV�RI�FRDO��OLJQLWH��RLO��JDV�DQG�RWKHU�PLQHUDOV��WRJHWKHU�ZLWK�DOO�ULJKWV�
SULYLOHJHV�� DQG� LPPXQLWLHV� UHODWLQJ� WKHUHWR�� DSSHDULQJ� LQ� WKH�3XEOLF�5HFRUGV�ZKHWKHU� OLVWHG� LQ�6FKHGXOH�%�RU�
QRW� 7KHUH�PD\�EH�OHDVHV��JUDQWV��H[FHSWLRQV�RU�UHVHUYDWLRQV�RI�PLQHUDO�LQWHUHVWV�WKDW�DUH�QRW�OLVWHG�

/DFN�RI�D�ULJKW�RI�DFFHVV�WR�DQG�IURP�WKH�/DQG��&RYHUHG�5LVN�QXPEHU���LV�KHUHE\�GHOHWHG����$SSOLHV�WR�2ZQHU
V�
3ROLF\��7����DQG�RU�/RDQ�3ROLF\��7����RQO\��

6XEMHFW�WR�DQ\�HDVHPHQWV��ULJKWV�RI�ZD\��URDGZD\V��HQFURDFKPHQWV��HWF���ZKLFK�D�VXUYH\�RU�SK\VLFDO�LQVSHFWLRQ�
RI�WKH�SUHPLVHV�PLJKW�GLVFORVH�

7HUPV��FRQGLWLRQV�DQG�VWLSXODWLRQV�RI�&RQVHUYDWLRQ�(DVHPHQW�UHFRUGHG�LQ�XQGHU�&OHUN
V�)LOH�1R��BBBBBBBBBBB�
RI�WKH�5HDO�3URSHUW\�5HFRUGV�RI�+DUULV�&RXQW\��7H[DV����$V�WR�3URSHUW\���

7HUPV��FRQGLWLRQV�DQG�VWLSXODWLRQV�RI�(DVHPHQW�UHFRUGHG�LQ�XQGHU�&OHUN
V�)LOH�1R��BBBBBBBBBBBBB�RI�WKH�5HDO�
3URSHUW\�5HFRUGV�RI�+DUULV�&RXQW\��7H[DV����$V�WR�3URSHUW\���
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<RXU�3ROLF\�ZLOO� QRW� FRYHU� ORVV�� FRVWV�� DWWRUQH\V
� IHHV�� DQG�H[SHQVHV� UHVXOWLQJ� IURP� WKH� IROORZLQJ UHTXLUHPHQWV� WKDW�ZLOO�
DSSHDU�DV�([FHSWLRQV�LQ�6FKHGXOH�%�RI�WKH�3ROLF\��XQOHVV�\RX�GLVSRVH�RI�WKHVH�PDWWHUV�WR�RXU�VDWLVIDFWLRQ��EHIRUH�WKH�GDWH�
WKH�3ROLF\�LV�LVVXHG��

��

��

'RFXPHQWV� FUHDWLQJ� \RXU� WLWOH� RU� LQWHUHVW�PXVW� EH� DSSURYHG� E\� XV� DQG�PXVW� EH� VLJQHG�� QRWDUL]HG� DQG� ILOHG� IRU�
UHFRUG�

6DWLVIDFWRU\�HYLGHQFH�PXVW�EH�SURYLGHG�WKDW�

D� QR�SHUVRQ�RFFXS\LQJ�WKH� ODQG�FODLPV�DQ\� LQWHUHVW� LQ� WKDW� ODQG�DJDLQVW� WKH�SHUVRQV�QDPHG� LQ�SDUDJUDSK���RI�
6FKHGXOH�$��

E� DOO�VWDQGE\�IHHV��WD[HV��DVVHVVPHQWV�DQG�FKDUJHV�DJDLQVW�WKH�SURSHUW\�KDYH�EHHQ�SDLG�

F� DOO�LPSURYHPHQWV�RU�UHSDLUV�WR�WKH�SURSHUW\�DUH�FRPSOHWHG�DQG�DFFHSWHG�E\�WKH�RZQHU��DQG�WKDW�DOO�FRQWUDFWRUV��
VXEFRQWUDFWRUV�� ODERUHUV� DQG� VXSSOLHUV� KDYH� EHHQ� IXOO\� SDLG�� DQG� WKDW� QR� PHFKDQLF
V�� ODERUHU
V� RU�
PDWHULDOPDQ
V�OLHQV�KDYH�DWWDFKHG�WR�WKH�SURSHUW\�

G� WKHUH�LV�OHJDO�ULJKW�RI�DFFHVV�WR�DQG�IURP�WKH�ODQG�

H� �RQ�D�/RDQ�3ROLF\�RQO\��UHVWULFWLRQV�KDYH�QRW�EHHQ�DQG�ZLOO�QRW�EH�YLRODWHG�WKDW�DIIHFW�WKH�YDOLGLW\�DQG�SULRULW\�RI�
WKH�LQVXUHG�PRUWJDJH�

��

��

��

<RX�PXVW�SD\�WKH�VHOOHU�RU�ERUURZHU�WKH�DJUHHG�DPRXQW�IRU�\RXU�SURSHUW\�RU�LQWHUHVW�

$Q\�GHIHFW�� OLHQ�RU�RWKHU�PDWWHU�WKDW�PD\�DIIHFW�WLWOH�WR�WKH�ODQG�RU� LQWHUHVW�LQVXUHG��WKDW�DULVHV RU�LV�ILOHG�DIWHU�WKH�
HIIHFWLYH�GDWH�RI�WKLV�&RPPLWPHQW�

1RWH�� � 3URFHGXUDO� 5XOH� 3���� DV� SURYLGHG� IRU� LQ� 6HFWLRQ� ���������� 7H[DV� ,QVXUDQFH� &RGH� UHTXLUHV� WKDW ³*RRG�
)XQGV´�EH�UHFHLYHG�DQG�GHSRVLWHG�EHIRUH�D�7LWOH�$JHQW�PD\�GLVEXUVH�IURP�LWV�7UXVW�)XQG�$FFRXQW��3URFHGXUDO�5XOH�
3����SURYLGHV�D�OLVW�RI�WKH�W\SHV�RI�ILQDQFLDO�GRFXPHQWV�DQG�LQVWUXPHQWV�ZKLFK�VDWLVI\�WKLV�UHTXLUHPHQW��3OHDVH�EH�
DGYLVHG�WKDW�ZH�UHVHUYH�WKH�ULJKW�WR�GHWHUPLQH�RQ�D�FDVH�E\�FDVH�EDVLV�ZKDW�IRUP�RI�JRRG�IXQGV�LV�DFFHSWDEOH�

��

��

��

��

9HQGRUV�/LHQ UHWDLQHG�LQ�'HHG�GDWHG�HIIHFWLYH�-XQH�����������UHFRUGHG�LQ�XQGHU�&OHUN
V�)LOH�1R��;������ RI�WKH�
5HDO�3URSHUW\�5HFRUGV��VHFXULQJ�WKH�SD\PHQW�RI�RQH�QRWH�LQ�WKH�SULQFLSDO�DPRXQW�RI�����������������EHDULQJ�
LQWHUHVW�DQG�SD\DEOH�DV�WKHUHLQ�SURYLGHG�WR�WKH�RUGHU�RI�&DSLWDO�)DUP�&UHGLW��)/&$��DQG�DGGLWLRQDOO\ VHFXUHG�E\�
'HHG�RI�7UXVW�RI�HYHQ�GDWH�WKHUHZLWK�H[HFXWHG�E\�.DW\�3UDLULH�&RQVHUYDQF\��HW�DO��DQG�UHFRUGHG�LQ�XQGHU�&OHUN
V�
)LOH�1R��;������ RI�WKH�5HDO�3URSHUW\�5HFRUGV�RI�+DUULV &RXQW\��7H[DV���

7KH�&RPSDQ\�UHTXLUHV�IRU�LWV�UHYLHZ�D�FRS\�RI�WKH�DUWLFOHV�RI�LQFRUSRUDWLRQ��D�VDWLVIDFWRU\�FRUSRUDWH�UHVROXWLRQ�RI�
WKH� %RDUG� RI� 'LUHFWRUV� DXWKRUL]LQJ� WKH� SURSRVHG� WUDQVDFWLRQ�� 6KDUHKROGHUV� 5HVROXWLRQ� ZKHUH� DSSOLFDEOH�� DQG�
VDWLVIDFWRU\� HYLGHQFH� WKDW� WKH� FRUSRUDWLRQ� LV� LQ� JRRG� VWDQGLQJ� LQ� WKH� VWDWH� RI� LWV� LQFRUSRUDWLRQ��$W WKH� WLPH� WKH�
&RPSDQ\�LV�IXUQLVKHG�WKHVH�LWHPV��WKH�&RPSDQ\�PD\�PDNH�DGGLWLRQDO�UHTXLUHPHQW�RU�H[FHSWLRQV�

7KH�SURSRVHG�WUDQVDFWLRQ�LQYROYHV�WKH�FUHDWLRQ�RI�D�&RQVHUYDWLRQ�(DVHPHQW�RYHU�6HJPHQW�*��7UDFW���DV�VKRZQ�
RQ� WKH� VXUYH\� GDWHG�$XJXVW� ��� ������ ODVW� UHYLVHG�2FWREHU� ���� ������ SUHSDUHG� E\�*OHQ�+��)UHHODQG��53/6�1R��
������:LQGURVH�/DQG�6HUYLFHV��,QF���XQGHU�-RE�1R����������$�&RQVHUYDWLRQ�(DVHPHQW�RYHU�6HJPHQW�*��7UDFWV����
�����DQG���DV�VKRZQ�RQ�VDLG�VXUYH\�ZDV�JUDQWHG�E\�LQVWUXPHQW�UHFRUGHG�XQGHU�&OHUN
V�)LOH�1R������������� RI�
WKH�5HDO�3URSHUW\�5HFRUGV�RI�+DUULV�&RXQW\��7H[DV�� �$Q�$FFHVV�(DVHPHQW�ZDV�JUDQWHG� LQ�FRQQHFWLRQ�ZLWK�VXFK�
&RQVHUYDWLRQ�(DVHPHQW�E\�LQVWUXPHQW�UHFRUGHG�XQGHU�&OHUN
V�)LOH�1R������������� RI�WKH�5HDO�3URSHUW\�5HFRUGV�
RI�+DUULV�&RXQW\��7H[DV��VSHFLILFDOO\�DIIRUGLQJ�DFFHVV�WR�6HJPHQW�*��7UDFWV���������DQG�����6HJPHQW�*��7UDFW���LV�
VXEMHFW� WR�D� ODFN�RI�D�ULJKW�RI�DFFHVV� WR�DQG�IURP�WKH� ODQG�� �$Q�$FFHVV�(DVHPHQW�VSHFLILFDOO\�JUDQWLQJ�DFFHVV� WR�
DQG�IURP�6HJPHQW�*��7UDFW���LV�UHTXLUHG�IRU�WKH�UHPRYDO�RI�6FKHGXOH�%��,WHP���/�

:H�ZLOO�UHTXLUH�VDWLVIDFWRU\�$IILGDYLW�DV�WR�'HEWV��/LHQV�DQG�3RVVHVVLRQ���:H�UHVHUYH�WKH�ULJKW�WR�PDNH�DGGLWLRQDO�
UHTXLUHPHQWV�RQ�WKH�EDVLV�RI�WKLV�DIILGDYLW�
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��� ,I�D�ERXQGDU\�GHOHWLRQ�LV�UHTXLUHG��ZH�PXVW�EH�IXUQLVKHG�ZLWK�D�QHZ�VXUYH\�VKRZLQJ�D�SODW�DQG�FRQWDLQLQJ�WKH�
FRUUHFW�PHWHV�DQG�ERXQGV�GHVFULSWLRQ�RI�WKH�SURSHUW\�WR�EH�LQVXUHG��PDGH�E\�D�/LFHQVHG�3XEOLF�6XUYH\RU�RI�WKH�
6WDWH�RI�7H[DV��DFFHSWDEOH�WR�WKLV�FRPSDQ\���:KHQ�VDPH�LV�VXEPLWWHG��LW�LV�WR�EH�UHWXUQHG�WR�WKH�([DPLQHU�IRU�
LQVSHFWLRQ�DQG�DSSURYDO��,I�SULRU�VXUYH\�LV�DFFHSWDEOH��ZH�ZLOO�UHTXLUH�D�VXUYH\�DIILGDYLW�VWDWLQJ�QR�LPSURYHPHQWV�
KDYH�EHHQ�DGGHG�

127(��7LWOH�E\�YLUWXH�RI�'HHGV�UHFRUGHG�XQGHU�&OHUN
V�)LOH�1RV��-������ DQG�1������ RI�WKH�5HDO�3URSHUW\�
5HFRUGV��DQG�DV�HYLGHQFHG�E\�XQUHFRUGHG�6XUIDFH�2ZQHUVKLS�$JUHHPHQW�GDWHG�-DQXDU\����������DQG�DV�
HYLGHQFHG� E\� $IILGDYLW� RI� +HLUVKLS� UHFRUGHG� XQGHU� &OHUN
V� )LOH� 1R�� :�������� DQG� E\� YLUWXH� RI� 'HHGV�
UHFRUGHG� XQGHU� &OHUN
V� )LOH� 1RV�� :�������� :�������� ;������ DQG� ����������� RI� WKH� 5HDO� 3URSHUW\�
5HFRUGV�RI�+DUULV�&RXQW\��7H[DV�

)LOH�1R�������������
6&+('8/(�&

)LOH�1R���������������
7��&RPPLWPHQW�IRU�7LWOH�,QVXUDQFH�6FK�&��5HY����������67*
3DJH���RI��

67(:$57�7,7/(�
*8$5$17<�&203$1<



7KH�LQIRUPDWLRQ�FRQWDLQHG�LQ�WKLV�6FKHGXOH��'��GRHV�QRW�DIIHFW�WLWOH�WR�RU�WKH�OLHQ�XSRQ�WKH�ODQG�GHVFULEHG�LQ�6FKHGXOH�$�KHUHRI��WR�EH�
LQVXUHG�LQ�DQ\�SROLF\�LHV��RI�WLWOH�LQVXUDQFH�WR�EH�LVVXHG�LQ�DFFRUGDQFH�ZLWK�WKLV�&RPPLWPHQW�

$V�WR�6WHZDUW�7LWOH�*XDUDQW\�&RPSDQ\��WKH�8QGHUZULWHU�KHUHLQ��WKH�IROORZLQJ�GLVFORVXUHV�DUH�PDGH�DV�RI�'HFHPEHU����������

$����6KDUHKROGHUV�RZQLQJ��FRQWUROOLQJ�RU�KROGLQJ��HLWKHU�SHUVRQDOO\�RU�EHQHILFLDOO\������RU�PRUH�RI�WKH�VKDUHV�RI�6WHZDUW�7LWOH�*XDUDQW\�
&RPSDQ\�DV�RI�WKH�ODVW�GD\�RI�WKH�\HDU�SUHFHGLQJ�WKH�GDWH�KHUHLQDERYH�VHW�IRUWK�DUH�DV�IROORZV�

6WHZDUW�,QIRUPDWLRQ�6HUYLFHV�&RUSRUDWLRQ������

$����7KH�PHPEHUV� RI� WKH�%RDUG�RI�'LUHFWRUV� RI�6WHZDUW�7LWOH�*XDUDQW\�&RPSDQ\� DV�RI� WKH� ODVW� GD\� RI� WKH� \HDU� SUHFHGLQJ� WKH GDWH�
KHUHLQDERYH�VHW� IRUWK�DUH�DV� IROORZV�� �0DOFROP�0RUULV��&KDUOHV�)��+RZDUG��0DWWKHZ�0RUULV��6WHZDUW�0RUULV��6WHZDUW�0RUULV��-U���-RKQ�
.LOOHD�DQG�$OOHQ�%HUU\PDQ�

$����7KH�ILIWHHQ�GHVLJQDWHG�RIILFHUV�RI�6WHZDUW�7LWOH�*XDUDQW\�&RPSDQ\�DV�RI� WKH�GDWH�KHUHLQDERYH�VHW� IRUWK�DUH�DV� IROORZV��0DWWKHZ�
0RUULV��&KLHI�([HFXWLYH�2IILFHU�	�3UHVLGHQW��$OOHQ�%HUU\PDQ��&KLHI�)LQDQFLDO�2IILFHU�	�$VVLVWDQW�6HFUHWDU\�7UHDVXUHU��0XUVKLG .KDQ��
&KLHI� ,QIRUPDWLRQ�2IILFHU�� 6XVDQ�0F/DXFKODQ�� &KLHI� +XPDQ� 5HVRXUFHV�2IILFHU�� 6WHZDUW�0RUULV�� -U��� 6HQLRU� &KDLUPDQ� RI� WKH� %RDUG��
0DOFROP�6��0RUULV��&KDLUPDQ�RI�WKH�%RDUG�	�&RXQVHO��*OHQQ�&OHPHQWV��*URXS�3UHVLGHQW�± 'LUHFW�2SHUDWLRQV��*HRUJH�+RXJKWRQ��*URXS�
3UHVLGHQW�± $JHQF\�2SHUDWLRQV��-DVRQ�1DGHDX��*URXS�3UHVLGHQW�± 0RUWJDJH�DQG�7LWOH�6HUYLFHV��-RKQ�.LOOHD��*HQHUDO�&RXQVHO�	�&KLHI�
&RPSOLDQFH�2IILFHU��%UXFH�+DZOH\��([HFXWLYH�9LFH�3UHVLGHQW�± 1DWLRQDO�7LWOH�6HUYLFHV��0DUN�:LQWHU��([HFXWLYH�9LFH�3UHVLGHQW�± 3XEOLF�
3ROLF\�� 5LFKDUG� %ODFN�� 6HQLRU� 9LFH� 3UHVLGHQW� ± 8QGHUZULWLQJ� &RXQVHO�� -DPHV� *RVGLQ�� 6HQLRU� 9LFH� 3UHVLGHQW� ± &KLHI� 8QGHUZULWLQJ
&RXQVHO�	�$VVRFLDWH�*HQHUDO�&RXQVHO��-RKQ�5RWKHUPHO��6HQLRU�9LFH�3UHVLGHQW�± 5HJLRQDO�8QGHUZULWLQJ�&RXQVHO�

$V�WR�6WHZDUW�7LWOH�*XDUDQW\�&RPSDQ\�� &RPPHUFLDO�6HUYLFHV �7LWOH�,QVXUDQFH�$JHQW���WKH�IROORZLQJ�GLVFORVXUHV�DUH�PDGH�

%��� 6KDUHKROGHUV��RZQHUV��SDUWQHUV�RU�RWKHU�SHUVRQV�KDYLQJ��RZQLQJ�RU�FRQWUROOLQJ����RU�PRUH�RI�7LWOH�,QVXUDQFH�$JHQW�DUH�DV�
IROORZV���6WHZDUW�7LWOH�*XDUDQW\�&RPSDQ\�� ����

%��� 6KDUHKROGHUV��RZQHUV��SDUWQHUV��RU�RWKHU�SHUVRQV�KDYLQJ��RZQLQJ�RU�FRQWUROOLQJ�����RU�PRUH�RI�DQ\�HQWLW\�WKDW�KDV��RZQV��RU�
FRQWUROV����RU�PRUH�RI�7LWOH�,QVXUDQFH�$JHQW�DUH�DV�IROORZV���6WHZDUW�,QIRUPDWLRQ�6HUYLFHV�&RUSRUDWLRQ�� ����

%��� ,I�7LWOH�,QVXUDQFH�$JHQW��LV�D�FRUSRUDWLRQ��WKH�IROORZLQJ�LV�D�OLVW�RI�WKH�PHPEHUV�RI�WKH�%RDUG�RI 'LUHFWRUV���
0DWWKHZ�:��0RUULV��$OOHQ�%HUU\PDQ��-RKQ�/��.LOOHD

%��� ,I�7LWOH�,QVXUDQFH�$JHQW�LV�D�FRUSRUDWLRQ��WKH�IROORZLQJ�LV�D�OLVW�RI�LWV�RIILFHUV��
0DWWKHZ�:��0RUULV
$OOHQ�%HUU\PDQ
-RKQ�/��.LOOHD
'HQLVH�&DUUDX[
.HQ�$QGHUVRQ��-U�

&KDLUPDQ��&KLHI�([HFXWLYH�2IILFHU�DQG�3UHVLGHQW
&KLHI�)LQDQFLDO�2IILFHU��$VVLVWDQW�6HFUHWDU\�7UHDVXUHU
*HQHUDO�&RXQVHO
6HFUHWDU\�	�$VVLVWDQW�7UHDVXUHU
7UHDVXUHU�DQG�$VVLVWDQW�6HFUHWDU\

&���� �<RX�DUH�HQWLWOHG�WR�UHFHLYH�DGYDQFH�GLVFORVXUH�RI�VHWWOHPHQW�FKDUJHV� LQ�FRQQHFWLRQ�ZLWK� WKH�SURSRVHG�WUDQVDFWLRQ� WR�ZKLFK�WKLV�
FRPPLWPHQW�UHODWHV���8SRQ�\RXU�UHTXHVW��VXFK�GLVFORVXUH�ZLOO�EH�PDGH�WR�\RX���$GGLWLRQDOO\��WKH�QDPH RI�DQ\�SHUVRQ��ILUP�RU�FRUSRUDWLRQ�
UHFHLYLQJ�D�SRUWLRQ�RI�WKH�SUHPLXP�IURP�WKH�VHWWOHPHQW�RI�WKLV�WUDQVDFWLRQ�ZLOO�EH�GLVFORVHG�RQ�WKH�FORVLQJ�RU�VHWWOHPHQW�VWDWHPHQW���

<RX�DUH�IXUWKHU�DGYLVHG�WKDW�WKH�HVWLPDWHG�WLWOH�SUHPLXP
�LV�
2ZQHU
V�3ROLF\
/RDQ�3ROLF\
(QGRUVHPHQW�&KDUJHV �����
2WKHU
7RWDO �����

2I�WKLV�WRWDO�DPRXQW���� ZLOO�EH�SDLG�WR�6WHZDUW�7LWOH�*XDUDQW\�&RPSDQ\����� ZLOO�EH�UHWDLQHG�E\�7LWOH�,QVXUDQFH $JHQW��DQG�DQ\�
UHPDLQGHU�RI�WKH�HVWLPDWHG�SUHPLXP�ZLOO�EH�SDLG�WR�RWKHU�SDUWLHV�DV�IROORZV�

$PRXQW 7R�:KRP )RU�6HUYLFHV
RU �
RU �
RU �

³7KH�HVWLPDWHG�SUHPLXP�LV�EDVHG�XSRQ�LQIRUPDWLRQ�IXUQLVKHG�WR�XV�DV�RI�WKH�GDWH�RI�WKLV�&RPPLWPHQW�IRU�7LWOH�,QVXUDQFH���)LQDO�GHWHUPLQDWLRQ�RI�WKH�
DPRXQW�RI�WKH�SUHPLXP�ZLOO�EH�PDGH�DW�FORVLQJ�LQ�DFFRUGDQFH�ZLWK�WKH�5XOHV�DQG�5HJXODWLRQV�DGRSWHG�E\�WKH�&RPPLVVLRQHU�RI�,QVXUDQFH�´

&200,70(17�
6&+('8/(�'

3ROLF\�&RPPLWPHQW�1R���������������
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'(/(7,21�2)�$5%,75$7,21�3529,6,21
�1RW�DSSOLFDEOH�WR�WKH�7H[DV�5HVLGHQWLDO�2ZQHU
V�3ROLF\�

$5%,75$7,21� LV� D� FRPPRQ� IRUP� RI� DOWHUQDWLYH� GLVSXWH� UHVROXWLRQ�� � ,W� FDQ� EH� D� TXLFNHU� DQG� FKHDSHU�
PHDQV�WR�VHWWOH�D�GLVSXWH�ZLWK�\RXU�7LWOH�,QVXUDQFH�&RPSDQ\���+RZHYHU��LI�\RX�DJUHH�WR�DUELWUDWH��\RX�JLYH�
XS�\RXU�ULJKW�WR�WDNH�WKH�7LWOH�,QVXUDQFH�&RPSDQ\�WR�FRXUW�DQG�\RXU�ULJKWV�WR�GLVFRYHU\�RI�HYLGHQFH�PD\�
EH�OLPLWHG�LQ�WKH�DUELWUDWLRQ�SURFHVV���,Q�DGGLWLRQ��\RX�FDQQRW�XVXDOO\�DSSHDO�DQ�DUELWUDWRU¶V�DZDUG�

<RXU� SROLF\� FRQWDLQV� DQ� DUELWUDWLRQ� SURYLVLRQ� �VKRZQ� EHORZ��� � ,W� DOORZV� \RX� RU� WKH�&RPSDQ\� WR�
UHTXLUH�DUELWUDWLRQ�LI�WKH�DPRXQW�RI�LQVXUDQFH�LV������������RU�OHVV���,I�\RX�ZDQW�WR�UHWDLQ�\RXU�ULJKW�
WR�VXH�WKH�&RPSDQ\�LQ�FDVH�RI�D�GLVSXWH�RYHU�D�FODLP��\RX�PXVW�UHTXHVW�GHOHWLRQ�RI�WKH�DUELWUDWLRQ�
SURYLVLRQ�EHIRUH�WKH�SROLF\�LV�LVVXHG���<RX�FDQ�GR�WKLV�E\�VLJQLQJ�WKLV�IRUP�DQG�UHWXUQLQJ�LW�WR�WKH
&RPSDQ\�DW�RU�EHIRUH�WKH�FORVLQJ�RI�\RXU�UHDO�HVWDWH�WUDQVDFWLRQ�RU�E\�ZULWLQJ�WR�WKH�&RPSDQ\�

7KH�DUELWUDWLRQ�SURYLVLRQ�LQ�WKH�3ROLF\�LV�DV�IROORZV�

³(LWKHU� WKH�&RPSDQ\�RU� WKH� ,QVXUHG�PD\�GHPDQG�WKDW� WKH�FODLP�RU�FRQWURYHUV\�VKDOO�EH�VXEPLWWHG� WR�
DUELWUDWLRQ� SXUVXDQW� WR� WKH� 7LWOH� ,QVXUDQFH� $UELWUDWLRQ� 5XOHV� RI� WKH�$PHULFDQ� /DQG� 7LWOH� $VVRFLDWLRQ
�³5XOHV´�� ([FHSW�DV�SURYLGHG� LQ� WKH�5XOHV�� WKHUH� VKDOO�EH�QR� MRLQGHU�RU�FRQVROLGDWLRQ�ZLWK� FODLPV�RU�
FRQWURYHUVLHV�RI�RWKHU�SHUVRQV� $UELWUDEOH�PDWWHUV�PD\�LQFOXGH��EXW�DUH�QRW�OLPLWHG�WR��DQ\�FRQWURYHUV\�
RU�FODLP�EHWZHHQ�WKH�&RPSDQ\�DQG�WKH�,QVXUHG�DULVLQJ�RXW�RI�RU�UHODWLQJ�WR�WKLV�SROLF\��DQ\�VHUYLFH�LQ�
FRQQHFWLRQ�ZLWK� LWV� LVVXDQFH�RU� WKH�EUHDFK�RI�D�SROLF\�SURYLVLRQ��RU� WR�DQ\�RWKHU�FRQWURYHUV\�RU�FODLP�
DULVLQJ� RXW� RI� WKH� WUDQVDFWLRQ� JLYLQJ� ULVH� WR� WKLV� SROLF\� $OO� DUELWUDEOH� PDWWHUV� ZKHQ� WKH� $PRXQW� RI�
,QVXUDQFH�LV������������RU�OHVV�VKDOO�EH�DUELWUDWHG�DW�WKH�RSWLRQ�RI�HLWKHU�WKH�&RPSDQ\�RU�WKH�,QVXUHG��
XQOHVV�WKH�,QVXUHG�LV�DQ�LQGLYLGXDO�SHUVRQ��DV�GLVWLQJXLVKHG�IURP�DQ�(QWLW\�� $OO�DUELWUDEOH�PDWWHUV�ZKHQ�
WKH�$PRXQW�RI�,QVXUDQFH�LV�LQ�H[FHVV�RI������������VKDOO�EH�DUELWUDWHG�RQO\�ZKHQ�DJUHHG�WR�E\�ERWK�WKH�
&RPSDQ\� DQG� WKH� ,QVXUHG� $UELWUDWLRQ� SXUVXDQW� WR� WKLV� SROLF\� DQG� XQGHU� WKH�5XOHV� VKDOO� EH� ELQGLQJ�
XSRQ�WKH�SDUWLHV� -XGJPHQW�XSRQ�WKH�DZDUG�UHQGHUHG�E\�WKH�$UELWUDWRU�V��PD\�EH�HQWHUHG�LQ�DQ\�FRXUW
RI�FRPSHWHQW�MXULVGLFWLRQ�´

BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB BBBBBBBBBBBBBBBBBBBBBBBBBBBB
6,*1$785( '$7(

)LOH�1R���������������
7��'HOHWLRQ�RI�$UELWUDWLRQ�3URYLVLRQ��5HY����������67*
3DJH���RI��



67*�3ULYDF\�1RWLFH
6WHZDUW�7LWOH�&RPSDQLHV

:+$7�'2�7+(�67(:$57�7,7/(�&203$1,(6�'2�:,7+�<285�3(5621$/�,1)250$7,21"

)HGHUDO�DQG�DSSOLFDEOH�VWDWH� ODZ�DQG�UHJXODWLRQV�JLYH�FRQVXPHUV�WKH�ULJKW�WR�OLPLW�VRPH�EXW�QRW�DOO VKDULQJ��)HGHUDO�DQG�DSSOLFDEOH�
VWDWH�ODZ�UHJXODWLRQV�DOVR�UHTXLUH�XV�WR�WHOO�\RX�KRZ�ZH�FROOHFW��VKDUH��DQG�SURWHFW�\RXU�SHUVRQDO�LQIRUPDWLRQ��3OHDVH�UHDG�WKLV�QRWLFH�
FDUHIXOO\�WR�XQGHUVWDQG�KRZ�ZH�XVH�\RXU�SHUVRQDO�LQIRUPDWLRQ��7KLV�SULYDF\�QRWLFH�LV�GLVWULEXWHG�RQ�EHKDOI�RI�WKH�6WHZDUW�7LWOH�*XDUDQW\�
&RPSDQ\�DQG�LWV�WLWOH�DIILOLDWHV��WKH�6WHZDUW�7LWOH�&RPSDQLHV���SXUVXDQW�WR�7LWOH�9�RI�WKH�*UDPP�/HDFK�%OLOH\�$FW��*/%$��

7KH� W\SHV�RI� SHUVRQDO� LQIRUPDWLRQ�ZH� FROOHFW� DQG� VKDUH�GHSHQG� RQ� WKH� SURGXFW� RU� VHUYLFH� WKDW� \RX� KDYH� VRXJKW� WKURXJK� XV��7KLV�
LQIRUPDWLRQ�FDQ�LQFOXGH�VRFLDO�VHFXULW\�QXPEHUV�DQG�GULYHU
V�OLFHQVH�QXPEHU�

$OO� ILQDQFLDO�FRPSDQLHV��VXFK�DV� WKH�6WHZDUW�7LWOH�&RPSDQLHV��QHHG�WR�VKDUH�FXVWRPHUV
�SHUVRQDO� LQIRUPDWLRQ� WR�UXQ� WKHLU�HYHU\GD\�
EXVLQHVV²WR� SURFHVV� WUDQVDFWLRQV� DQG�PDLQWDLQ� FXVWRPHU� DFFRXQWV�� ,Q� WKH� VHFWLRQ� EHORZ�� ZH� OLVW� WKH� UHDVRQV� WKDW� ZH� FDQ� VKDUH�
FXVWRPHUV
�SHUVRQDO�LQIRUPDWLRQ��WKH�UHDVRQV�WKDW�ZH�FKRRVH�WR�VKDUH��DQG�ZKHWKHU�\RX�FDQ�OLPLW�WKLV VKDULQJ�

�

5HDVRQV�ZH�FDQ�VKDUH�\RXU�SHUVRQDO�LQIRUPDWLRQ� 'R�ZH�VKDUH &DQ�\RX�OLPLW�WKLV�VKDULQJ"
)RU�RXU�HYHU\GD\�EXVLQHVV�SXUSRVHV² WR�SURFHVV�\RXU�
WUDQVDFWLRQV�DQG�PDLQWDLQ�\RXU�DFFRXQW��7KLV�PD\�LQFOXGH�UXQQLQJ�WKH�
EXVLQHVV�DQG�PDQDJLQJ�FXVWRPHU�DFFRXQWV��VXFK�DV�SURFHVVLQJ�
WUDQVDFWLRQV��PDLOLQJ��DQG�DXGLWLQJ�VHUYLFHV��DQG�UHVSRQGLQJ�WR�FRXUW�
RUGHUV�DQG�OHJDO�LQYHVWLJDWLRQV�

<HV 1R

)RU�RXU�PDUNHWLQJ�SXUSRVHV² WR�RIIHU�RXU�SURGXFWV�DQG�VHUYLFHV�WR�
\RX�

<HV 1R

)RU�MRLQW�PDUNHWLQJ�ZLWK�RWKHU�ILQDQFLDO�FRPSDQLHV 1R :H�GRQ
W�VKDUH

)RU�RXU�DIILOLDWHV
�HYHU\GD\�EXVLQHVV�SXUSRVHV² LQIRUPDWLRQ�
DERXW�\RXU�WUDQVDFWLRQV�DQG�H[SHULHQFHV��$IILOLDWHV�DUH�FRPSDQLHV�
UHODWHG�E\�FRPPRQ�RZQHUVKLS�RU�FRQWURO��7KH\�FDQ�EH�ILQDQFLDO�DQG�
QRQ�ILQDQFLDO�FRPSDQLHV��2XU�DIILOLDWHV�PD\�LQFOXGH�FRPSDQLHV�ZLWK�D�
6WHZDUW�QDPH��ILQDQFLDO�FRPSDQLHV��VXFK�DV�6WHZDUW�7LWOH��&RPSDQ\

<HV 1R

)RU�RXU�DIILOLDWHV
�HYHU\GD\�EXVLQHVV�SXUSRVHV² LQIRUPDWLRQ�
DERXW�\RXU�FUHGLWZRUWKLQHVV� 1R :H�GRQ
W�VKDUH

)RU�RXU�DIILOLDWHV�WR�PDUNHW�WR�\RX�² )RU�\RXU�FRQYHQLHQFH��
6WHZDUW�KDV�GHYHORSHG�D�PHDQV�IRU�\RX�WR�RSW�RXW�IURP�LWV�DIILOLDWHV�
PDUNHWLQJ�HYHQ�WKRXJK�VXFK�PHFKDQLVP�LV�QRW�OHJDOO\�UHTXLUHG�

<HV <HV��VHQG�\RXU�ILUVW�DQG�ODVW�QDPH��WKH�HPDLO�
DGGUHVV� XVHG� LQ� \RXU� WUDQVDFWLRQ�� \RXU�
6WHZDUW� ILOH� QXPEHU� DQG� WKH� 6WHZDUW� RIILFH�
ORFDWLRQ�WKDW�LV�KDQGOLQJ�\RXU�WUDQVDFWLRQ�E\�
HPDLO�WR�RSWRXW#VWHZDUW�FRP�RU�ID[�WR
���������������

)RU�QRQ�DIILOLDWHV�WR�PDUNHW�WR�\RX��1RQ�DIILOLDWHV�DUH�FRPSDQLHV�
QRW�UHODWHG�E\�FRPPRQ�RZQHUVKLS�RU�FRQWURO��7KH\�FDQ�EH�ILQDQFLDO�
DQG�QRQ�ILQDQFLDO�FRPSDQLHV�

1R :H�GRQ
W�VKDUH

:H�PD\�GLVFORVH�\RXU�SHUVRQDO�LQIRUPDWLRQ�WR�RXU�DIILOLDWHV�RU�WR�QRQ�DIILOLDWHV�DV�SHUPLWWHG�E\�ODZ��,I�\RX�UHTXHVW�D�WUDQVDFWLRQ�ZLWK�D�
QRQ�DIILOLDWH��VXFK�DV�D�WKLUG�SDUW\�LQVXUDQFH�FRPSDQ\��ZH�ZLOO�GLVFORVH�\RXU�SHUVRQDO�LQIRUPDWLRQ�WR�WKDW�QRQ�DIILOLDWH���>:H�GR�QRW�FRQWURO�
WKHLU�VXEVHTXHQW�XVH�RI�LQIRUPDWLRQ��DQG�VXJJHVW�\RX�UHIHU�WR�WKHLU�SULYDF\�QRWLFHV�@

6+$5,1*�35$&7,&(6
+RZ�RIWHQ�GR�WKH�6WHZDUW�7LWOH�&RPSDQLHV�QRWLI\ PH�
DERXW�WKHLU�SUDFWLFHV"

:H�PXVW�QRWLI\�\RX�DERXW�RXU�VKDULQJ�SUDFWLFHV�ZKHQ�\RX�UHTXHVW�D�
WUDQVDFWLRQ�

+RZ�GR�WKH�6WHZDUW�7LWOH�&RPSDQLHV�SURWHFW�P\�
SHUVRQDO�LQIRUPDWLRQ"

7R�SURWHFW�\RXU�SHUVRQDO�LQIRUPDWLRQ�IURP�XQDXWKRUL]HG�DFFHVV�DQG�XVH��ZH�
XVH� VHFXULW\� PHDVXUHV� WKDW� FRPSO\� ZLWK� IHGHUDO� � ODZ�� 7KHVH� PHDVXUHV�
LQFOXGH�FRPSXWHU��ILOH��DQG�EXLOGLQJ�VDIHJXDUGV�

+RZ�GR�WKH�6WHZDUW�7LWOH�&RPSDQLHV�FROOHFW�P\�
SHUVRQDO�LQIRUPDWLRQ"

:H�FROOHFW�\RXU�SHUVRQDO�LQIRUPDWLRQ��IRU�H[DPSOH��ZKHQ�\RX
�
�

UHTXHVW�LQVXUDQFH�UHODWHG�VHUYLFHV
SURYLGH�VXFK�LQIRUPDWLRQ�WR�XV

:H� DOVR� FROOHFW� \RXU� SHUVRQDO� LQIRUPDWLRQ� IURP� RWKHUV�� VXFK� DV� WKH� UHDO�
HVWDWH�DJHQW�RU�OHQGHU�LQYROYHG�LQ�\RXU�WUDQVDFWLRQ��FUHGLW�UHSRUWLQJ�DJHQFLHV��
DIILOLDWHV�RU�RWKHU�FRPSDQLHV�

:KDW�VKDULQJ�FDQ�,�OLPLW" $OWKRXJK�IHGHUDO�DQG�VWDWH�ODZ�JLYH�\RX�WKH�ULJKW�WR�OLPLW�VKDULQJ��H�J���RSW�RXW��
LQ� FHUWDLQ� LQVWDQFHV�� ZH� GR� QRW� VKDUH� \RXU� SHUVRQDO� LQIRUPDWLRQ� LQ� WKRVH�
LQVWDQFHV�

&RQWDFW�XV����,I�\RX�KDYH�DQ\�TXHVWLRQV�DERXW�WKLV�SULYDF\�QRWLFH��SOHDVH�FRQWDFW�XV�DW��6WHZDUW�7LWOH�*XDUDQW\�&RPSDQ\��
�����3RVW�2DN�%OYG���3ULYDF\�2IILFHU��+RXVWRQ��7H[DV������

)LOH�1R�������������� 3DJH��
5HYLVHG�����������
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&RPPHUFLDO�8QLW�6XSHUYLVRU

6WHZDUW�7LWOH�*XDUDQW\�&RPSDQ\��
&RPPHUFLDO�6HUYLFHV
�����3RVW�2DN�%RXOHYDUG��6XLWH����
+RXVWRQ��7;������
�������������� 3KRQH
�������������� )D[
GHERUDK�PDGX]LD#VWHZDUW�FRP

2FWREHU���������

)LOH�1R���������������
7LWOH�,QVXUDQFH�&RPPLWPHQW�DQG�7LWOH�'DWD��,QF�

'HDU�&XVWRPHU�

7KH� DWWDFKHG� WLWOH� LQVXUDQFH� FRPPLWPHQW� FRQWDLQV� LQIRUPDWLRQ� ZKLFK� KDV� EHHQ� REWDLQHG� RU� GHULYHG� IURP� UHFRUGV� DQG�
LQIRUPDWLRQ�RZQHG�E\�7LWOH�'DWD��,QF��RU�RQH�RI� LWV�VXEVLGLDULHV��FROOHFWLYHO\��7LWOH�'DWD�����7LWOH 'DWD�RZQV�DQG�PDLQWDLQV�
ODQG� WLWOH�SODQWV� IRU�YDULRXV�7H[DV�FRXQWLHV�� �7LWOH�'DWD�FUHDWHG� LWV� WLWOH�SODQWV� WKURXJK� WKH� LQYHVWPHQW�RI�H[WHQVLYH� WLPH��
ODERU��VNLOO�DQG�PRQH\���7KH�LQIRUPDWLRQ�FRQWDLQHG�LQ�WKH�WLWOH�SODQWV�LV�SURWHFWHG�E\�IHGHUDO�FRS\ULJKW�ODZ�DQG�7H[DV�
FRPPRQ�ODZ�RQ�WUDGH�VHFUHWV�DQG�FRQWUDFW�

7LWOH�'DWD�KDV�JUDQWHG�RXU�FRPSDQ\�D�OLFHQVH�WR�XVH�RQH�RU�PRUH�RI� LWV�WLWOH�SODQWV���2XU�FRPSDQ\
V ULJKW�WR�DFFHVV�DQG�
XVH�7LWOH�'DWD
V� WLWOH� SODQWV� LV�JRYHUQHG�E\�RXU� FRQWUDFW�ZLWK�7LWOH�'DWD�� �2XU� FRQWUDFW�ZLWK�7LWOH� 'DWD� UHVWULFWV�ZKR�FDQ�
UHFHLYH� DQG�RU� XVH� D� WLWOH� LQVXUDQFH� FRPPLWPHQW� ZKLFK� LV� EDVHG�� LQ� ZKROH� RU� LQ� SDUW�� XSRQ� 7LWOH� 'DWD
V� UHFRUGV� DQG�
LQIRUPDWLRQ�

8QGHU� WKH� WHUPV� RI� RXU� FRQWUDFW� ZLWK� 7LWOH� 'DWD�� ZH� DUH� SHUPLWWHG� WR� SURYLGH� \RX� ZLWK� WKH� DWWDFKHG� WLWOH� LQVXUDQFH�
FRPPLWPHQW� IRU� OLPLWHG�XVH�DQG�GLVWULEXWLRQ�RQO\�� �6SHFLILFDOO\��\RX�DUH�VXEOLFHQVHG� WR�GHOLYHU� H[KLELW��RU� IXUQLVK� WKH�
DWWDFKHG�WLWOH�LQVXUDQFH�FRPPLWPHQW��RU�DQ\�FRSLHV�WKHUHRI��21/< WR�\RXU�ERQD�ILGH�HPSOR\HHV�DQG�D�WKLUG�SDUW\�ZKR�LV�
SOD\LQJ�D�ERQD� ILGH� UROH� LQ� WKLV�SURSRVHG� UHDO�HVWDWH� WUDQVDFWLRQ�� LQFOXGLQJ�D� ODZ\HU��D� OHQGHU��D�VXUYH\RU��D� UHDO�HVWDWH�
EURNHU�RU�DJHQW��DQG�WKH�SDUWLHV�WR�WKLV�SURSRVHG�WUDQVDFWLRQ�

)RU�SXUSRVHV�RI�RXU�DJUHHPHQW�ZLWK�7LWOH�'DWD���GHOLYHU��H[KLELW��RU� IXUQLVK�� LQFOXGHV��ZLWKRXW� OLPLWDWLRQ��FRS\LQJ� WKLV� WLWOH�
LQVXUDQFH� FRPPLWPHQW� �ZKHWKHU� VXFK� FRS\LQJ� EH� E\� PHDQV� RI� D� SKRWRFRSLHU�� IDFVLPLOH� PDFKLQH�� DQRWKHU� HOHFWURQLF�
VFDQQLQJ�GHYLFH��RU�DQ\�RWKHU�PHWKRG�RI�UHSURGXFWLRQ��DQG�SURYLGLQJ�VXFK�FRS\�WR�DQ\�WKLUG�SDUW\�

<RXU�IXUQLVKLQJ�RI�WKH�DWWDFKHG�WLWOH�LQVXUDQFH�FRPPLWPHQW�WR�DQ\RQH�QRW�VSHFLILFDOO\�HQXPHUDWHG�DERYH�LV�QRW�SHUPLWWHG�
E\�RXU� FRQWUDFW�ZLWK�7LWOH�'DWD�DQG�FRQVWLWXWHV�D�EUHDFK�RI�RXU� VXEOLFHQVH� WR�\RX�� �<RXU� IXUQLVKLQJ� RI� WKH�DWWDFKHG� WLWOH�
LQVXUDQFH�FRPPLWPHQW�WR�DQ\RQH�QRW�VSHFLILFDOO\�HQXPHUDWHG�DERYH�LV�DOVR�D�YLRODWLRQ�RI�IHGHUDO�FRS\ULJKW�ODZ�DQG�7H[DV�
FRPPRQ�ODZ�

7KHUHIRUH�� DV� DQ� H[SUHVV� FRQGLWLRQ� RI� XV� SURYLGLQJ� \RX�ZLWK� WKH� DWWDFKHG� WLWOH� LQVXUDQFH� FRPPLWPHQW�� \RX� VSHFLILFDOO\�
DJUHH� WR� OLPLW� LWV� XVHV� WR� WKRVH� VHW� IRUWK� KHUHLQ�� DQG� WR� SURYLGH� D� FRS\� RI� WKLV� OHWWHU� WR� DQ\� SDUW\ WR�ZKRP�\RX� GHOLYHU��
H[KLELW��RU�IXUQLVK�WKH�DWWDFKHG�WLWOH�LQVXUDQFH�FRPPLWPHQW��RU�DQ\�FRSLHV�WKHUHRI��

,Q�WKH�HYHQW�\RX�DUH�XQDEOH�RU�XQZLOOLQJ�WR�FRPSO\�ZLWK�WKHVH�FRQGLWLRQV�� LPPHGLDWHO\�UHWXUQ�WKH�DWWDFKHG�WLWOH� LQVXUDQFH�
FRPPLWPHQW� WR� RXU� FRPSDQ\�� ZLWKRXW� UHYLHZLQJ�� FRS\LQJ� RU� RWKHUZLVH� XWLOL]LQJ� LQ� DQ\� ZD\� WKH� LQIRUPDWLRQ� FRQWDLQHG�
WKHUHLQ�

$�&23<�2)�7+,6�/(77(5�0867�$&&203$1<�7+(�$77$&+('�7,7/(�,1685$1&(�&200,70(17�$7�$//�7,0(6���
$//� '2:1675($0� 5(&,3,(176� 0867� 3529,'(� $� &23<� 2)� 7+,6� /(77(5� 72� $1<� 27+(5� $87+25,=('�
86(56�2)�7+(�$77$&+('�7,7/(�,1685$1&(�&200,70(17��

7KDQN�\RX�IRU�\RXU�EXVLQHVV�

6LQFHUHO\�
6WHZDUW�7LWOH�*XDUDQW\�&RPSDQ\�� &RPPHUFLDO�6HUYLFHV
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Closing Agent 

Title Company 

Address 

San Antonio Texas  78209 

 

RE:  Your GF# 1-XXXXXX 

Purchase of Property Address 

NAME (Seller) to NAME (Buyer) 

 

Dear Mr. Agent, 

I represent the San Antonio River Authority (“SARA”), the Buyer, in connection with the purchase of the 

above referenced property.  Name, Director of Facilities, presented this purchase to the Board of Directors 

of the San Antonio River Authority on January 20, 2016, and the purchase was approved by the Board at 

that time.  We request to close this transaction on Friday, January 29, 2016.   

GENERALLY 

Unless expressly directed by Name, General Manager of the San Antonio River Authority, please do not 

deviate in any way adverse to Buyer from the Settlement Statement you provided to me on January 15, 

2016, showing the net payable at Closing by SARA, as buyer, as being $Dollar Amount from HUD 

statement. 

Funds 

Please determine that all ancillary documents are fully and properly executed and acknowledged.  Please 

confirm that all blanks are completed before execution. 

Before you disburse any of the funds or otherwise advise that this transaction has closed, please deliver to 

me a current down dated and effective Commitment for Title Insurance or a certified copy of the Owner 

Policy of Title Insurance, as of the Closing Date. 

We do not expect any new liens filed of record from the above-referenced Commitment date until the date 

of Closing.  Please notify me immediately if any new matters of record are filed that effect the subject 

property.  

The effective date of the Owner Policy must be the date of Closing. 

The real property described in the Owner Policy must be the same property described in the Survey dated 

January 6, 2016 by Surveyor of Name Survey Company.  Please make sure that the Survey has the correct 

date.   

At your earliest convenience please provide me with any and all forms used by the title company for 

internal purposes which require the signature of Buyer (e.g. arbitration deletion request, whatever 

documents deemed necessary to satisfy the requirements of identification associated with the U.S. Patriots 

Act, etc.)  



REQUESTED CORRECTIONS TO THE FINAL TITLE INSURANCE POLICY 

Before you disburse any funds or otherwise advise Buyer or Seller that this transaction has closed, please 

be certain that the title insurer is in a position to issue, and will issue, to Buyer an Owner Policy in the 

form prescribed by the Texas Department of Insurance and written by the same underwriter issuing the 

Commitment.  The Owner Policy must conform to the Commitment, except as follows: 

Schedule B: 

2:  Please amend this item to read “shortages in area,” upon payment by Seller of the required premium 

for deletion of the “Survey” exception.  This is a condition of our contract. 

10b: Please delete this exception regarding rights of tenants in possession upon receipt of a signed 

affidavit of possession and use.   

Schedule C: 

Please confirm that all documents establishing title have met with your approval and acceptance. 

Please confirm that all elements under this section have been satisfactorily established. 

Please delete the arbitration provision from the final policy. 

Please be advised that SARA is not a taxable entity, therefore all provisions in the final policy referencing 

tax obligations on the part of the Buyer should be removed. 

Your disbursal of funds certifies to Buyer that all matters disclosed in Schedule C of the Commitment 

have been or will be paid, satisfied, or otherwise resolved to the complete satisfaction of the title insurer 

before the date of issuance date of the Owner Policy and that no exceptions for any item on Schedule C 

will be contained in the Owner Policy. 

RECORDING 

Please make sure the deed in the form sent to me January 15, 2016 is immediately recorded in the Official 

Public Records of Bexar County, Texas. 

ESCROW 

You will be serving as escrow agent pursuant to our escrow agreement.  Please be advised that only 

Allison Elder and Suzanne Scott are authorized by SARA to provide direction to you regarding the 

distribution or termination of the escrow funds. 

If you will comply with these instructions, please return the Acknowledgement of Instructions on the 

following page, reflecting your agreement by e-signature and respond to my email address:  aelder@sara-

tx.org.  If for any reasons you cannot comply strictly with these instructions, then immediately notify me, 

and return to Buyer the Funds and the other items deposited by Buyer in connection with this transaction. 

Thank you in advance for your time and careful attention to these matters.  Please do not hesitate to 

contact me if you have any questions regarding the above.   

Very Truly Yours, 

 

Name  

mailto:aelder@sara-tx.org
mailto:aelder@sara-tx.org


Acknowledgement of Instructions 

To: San Antonio River Authority 

We will (1) comply with the instructions contained in the above letter, (2) provide written assurance from 

our title underwriter that a closing will, in fact, take place, (3) close the transaction, (4) record and file the 

deed as instruction, and (5) provide written assurance that Name Title, by and through our title 

underwriter, will issue or deliver the Owner Policy in the form described in the letter. 

 

     Name Title  

     By: ___________________________________ 

     Title : _________________________________ 

     Printed Name : ___________________________ 

     Date: _____________________________________ 
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CERPIFICATE OF ADJUDICATION NO. 19-1171

are located in the offices of the Texas Department of Water Resources and the office
) of the County Clerk.

This certificate of adjudication is issued subject to all terms, conditions and
provisions provided for in the final decree of the 57th District Court of Bexar
County, in Cause No. 74-CI—11635, In Re: The Adjudication of Water Ricjhts in the
Cibolo Creek Watershed of the San Antonio River Basin, dated July 28, 1977, as
affirmed by the San Antonio. Court of Civil Appeals on May 24, 1978, and supersedes
all rights of the owner asserted in that cause.

This certificate of adjudication is issued subject to the Rules of the Texas
Water Coernission and the Texas Deparbnent of Water iesources and their continuing

right of supervision of State water resources consistent with the public policy of

the State set forth in Texas Water Code §1.003.

This water right is appurtenant to and is an undivided part of the above—
described land within which irrigation is authorized. A transfer of any portion of
the land described includes, unless otherwise specified, a proportionate anount of
the water right owned by the owners or sellers at the time of the transaction.

TEXAS WATER CaIMIsSION

Joe R. Carroll, Commissioner
DATE ISSUED: ,//for the Commission

September 28, 1978
AVTEST:

f1arlAnx/fner Chief C1k

Page 2 of 2
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PERMIT TO
APPROPRIATE STATE WATER

PERMIT NO. 3619

Permittee : Ross Owen Scull Address : Route 1, Box ].82
LaVernia, Texas

Received : June 13, 1978 Flied : September 5, 1978

Cibolo Creek, tributary
of San Antonio River

WHEREAS, the Texas Water Commission finds that jurisdiction of
the application is established; an

WHEREAS, a public hearing has been held and Ross Owen Scull
named as a party; and

WHEREAS, by law the Executive Director and the Public Interest
Advocate of the Texas Department ot Water Resources are parties;
and

WHEREAS, no person appeared to protest the granting of this
application; and

WHEREAS, the Commission has assessed the effects of this permit

) on the bays and estuaries in Texas; and

WHEREAS, the Issuance of this permit granting this application
is not adverse to any party.

NOW, THEREFORE, this permit to appropriate and use State water
is issued to Ross Owen Scull, subject to the following terms and
conditions:

1. USE

Permittee is authorized to directly divert and use
not to exceed 250 acre—feet of water per annum from
Cibolo Creek to irrigate 250 acres of land out of
301.7 acres in two tracts in the M. Ximenes Survey,
Abstract No. 38, and the E. Sniith Survey, Abstract
No. 5, Guadalupe County, Texas, the first tract
being more fully described in the deed of conveyance
dated October 9, 1959, from W. Cecil McKinney and
wife to Ross Scull and of record in Volume 327,
pages 1911196 of the Deed Records of Guadalupe
County, Texas, and the second tract being more
fully described in the deed of conveyance dated
March 17, 1960, from Fred H. Nicholson and wife to
Ross Scull and referred to therein as “FIRST TRACT,”
and of record in Volume 330, pages 31L1_317 of the
Deed Records of Guadalupe County, ‘Texas, to which
records reference is made for all purposes.

APPLICATION NO. 3911 TYPE: Section 11.12

Granted : November 20, 1978

Watercourse:

County

Watershed:

Guadalupe

San Antonio
River Basin

1
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2 DIVERSION

(a) Point of Diversion Permittee is authorized
to divert along the left or east bank of Cibolo
Creek between a point on perinittee’s property

which Is N j0 10’ W, 565 feet from the NW corner
of the aforesaid £1. Ximenes Survey and a point
which is S 22° L, 1680 feet from the aforesaid
survey corner approxImately 16 miles SW of Seguin,

Texas.

fb) Maximum Diversion Rate: 2.7 cfs (1200 gpm). ‘. :.

3. SPECIAL CONDITIONS .2

(a) Diversions during the months May through August

are authorized only when the remaining flow of

Cibolo Creek immediately downstream of the most ..

downstream point of diversion is 11 cfs or greater .

and permittee shall not reduce the streamfiow below

11 cfs by his diversions. . ..,

(b) Permittee shall establish a permanent reference .:

marker, which is S 22° E, 1680 feet from the NW
corner of the aforesaid M. Ximenes Survey, imme—

diately downstream of the most downstream point of . :
diversion and would indicate when the streamfiow . . ; .

equals or exceeds 11 cfs. t:.

This permit is issued subject to all superior and senior . . .

water rights In the San Antonio River Basin. :
Permittee agrees to be bound by the terms, conditions and

... ..

) provisions contained herein and such agreement is a condition . . .....

precedent to the granting of this permit.

All other matters requested in the application which are not .

specifically granted by this permit are denied. .

This permit is issued subject to the Rules of the Texas Department

of Water Resources and to the right of continual supervision of .‘.

State water resources exercised by the Department. ,.t.

TEXAS WATER COMMISSION . .

. /sf Felix McDonald •• ...

felix McDonald, Chairman

DATE ISSUED: : .:;.

/s/ Joe H. Carroll ‘: ..

Joe B. Carroll, Commissioner .:... . .

November 30, 1978

Is! Dorsey . flardeman : ::
Dorsey B ilardeman, Cominis..,Ioner

ATTTST

/s/ Mary Ann Hefner
Mary Ann llefner, Chief Cleric

)
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Creation of a cotenancy in mineral property poses issues to both co-owners and mineral les-
sees (oil companies). Many questions can be resolved by recognizing that the rules of pos-
session and accounting that govern ownership and use of the surface apply to the minerals.  

The rule of possession permits the mineral lessee to drill anywhere on the property from a legal 
location with a lease from one mineral cotenant. A mineral lease from all cotenants is not  
required.  

The duty of accounting dictates the manner of distributing the proceeds from the well among 
the consenting and nonconsenting cotenants before and after payout. The rules vary depending on 
whether the tract serves as a drill site or as a corridor tract of a horizontal borehole.  

In Texas, a mineral lessee may partition the mineral estate among the consenting and noncon-
senting cotenants and avoid the duty of accounting. 

The following scenario serves as the example throughout this 
report:  

George and his sister Harriet inherited 500 acres from their 
parents. The inheritance included both the surface and 
minerals. Recently, several oil companies approached the 
two seeking to lease their mineral interest.  

George, who farms the surface, does not want to lease 
because of the possible interference with his farming op-
erations. Harriet, who lives in the city, does not care about 
the surface and wants the revenue from leasing and pos-
sible production. George informs his sister that he would 
negate her efforts by refusing to sign any oil and gas lease. 

In Texas, real property is generally divided into three estates, 
the surface, the minerals and more recently the groundwater. 
Each may be owned by the same person or entity or separately 
by different persons or entities. Division of the surface and min-
erals generally occurs when the person or entity owning both 
estates sells the surface and retains the minerals.

Texas courts have ruled that any type of estate that can be 
created in the surface can be created in the minerals. Texas 
courts also recognize that the same types of cotenancies or co-
ownerships can be created in either.  

Disagreement among mineral cotenants is a common prob-
lem. What happens if one or more cotenants refuse to sign a 
mineral lease? What affect does this have on the cotenants who 
sign?

Two rules of law set precedent regarding the rights of cote-
nants in either surface or minerals. One relates to the right of 
possession, the other to the duty of accounting. 

Right of Possession 
It is well established in Texas that each cotenant has a right 

to occupy any part of the jointly owned property. One cote-
nant's right of possession is not exclusive. The possession must 
be shared.  

The rule of possession, when applied to adverse possession, 
has interesting implications. Can one cotenant adversely pos-
sess another? The answer is no, unless one cotenant informs the 
other that he or she intends to exercise exclusive possession to 

all or a part of the property. (This is sometimes referred to as 
repudiating the other cotenant's title to the land.)

Regarding the second rule, each cotenant must account to 
the other for all the income and expenses arising from proj-
ects conducted on the property by one cotenant without the 
other's consent. In the opening example, if George is farming 
the surface, he must account to Harriet each year for farming 
expenses and divide any resulting profits. However, George has 
the right to recoup Harriet’s share of the farming expenses, if 
not paid in advance, before dividing the profits.  

A review of the mineral estate is helpful in understanding the 
rules of possession and accounting. Five separate and distinct 
interests comprise the mineral estate. These include: (1) the 
right to lease the minerals, sometimes called the executive 
right; (2) the right to develop and produce the minerals; (3) the 
right to receive bonus; (4) the right to receive delay rentals; and 
(5) the right to receive royalties. 

Generally, when a cotenancy is created in the minerals, each 
of the five interests is divided equally among the cotenants. The 
magnitude of the division depends on the number of cotenants.  

In the opening example, George and Harriet own an undi-
vided one-half interest in each of the five rights. If there had 
been ten surviving children, each child could have received an 
undivided 10 percent interest in each of the mineral rights. At 
the same time, the parents may have left one child an undivid-
ed one-half interest with the remaining nine children sharing 
the other half.

The five interests do not necessarily have to be divided 
equally among the cotenants. The mineral interests, sometimes 
referred to as a bundle of sticks, are capable of being divided 
or separated in infinite combinations just as five sticks could be 
physically divided or separated.

For example, what if George and Harriet were just two of 
five children who inherited the land? Legally, but not practi-
cally, the parents could have structured the devise so that each 
child received one mineral right (or stick) and nothing else. 
George could have received all the executive rights and Har-
riet the right to receive all the delay rentals. Each of the other 
three children could have received one of the remaining three 
interests.
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Going back to the opening example, though, suppose an oil 
company offers Harriet a three-year lease, $100-an-acre bonus, 
a one-sixth royalty and $5-per-acre annual delay rentals. What 
impact would it have on George’s mineral interest if Harriet 
signs the lease? The answer is very little, if any.  

Harriet owns an undivided right to 50 percent of all the min-
eral interests. She does not need George’s consent to exercise 
these rights. Thus, the oil company gets a valid lease by paying 
Harriet a $25,000 bonus (1/2 x 500 acres x $100). The oil 
company would owe her a one-twelfth royalty from production 
(1/2 x 1/6) and $1,250 annual delay rentals for each year there 
are no operations conducted during the primary term (1/2 x 
500 acres x $5).  

Note. Most oil companies now use "paid-up" leases. This 
means oil companies tender all delay rentals at the beginning 
of the lease with the bonus. This avoids subsequent annual pay-
ments for delay rentals. 

If Harriet signs the lease, on which part of the 500 acres can 
the oil company drill? The oil company may drill any where 
seismic tests indicate is a prime location as long as the drill site 
conforms to the spacing requirements of the Railroad Com-
mission of Texas. Generally, this requires a minimum of 467 
feet from a property or lease line. Harriet's right of possession 
to any portion of the land as a cotenant is transferred to the 
mineral lessee via the mineral lease.  

The same rule applies regardless of the number of co- 
owners. Only one co-owner needs to enter a mineral lease in 
order for the oil company to drill anywhere on the property as 
long as the spacing requirements of the Railroad Commission 
of Texas are met. Consequently, George cannot block drilling 
activity on the land by refusing to sign the lease.  

Accounting Among Cotenants 
The rule that allows an oil company to drill on the leased 

premises with one cotenant's consent is tempered by the rule 
of accounting. Here is how it works.  

Suppose Harriet possessed sufficient resources to drill an oil 
or gas well. She opts to drill her own well rather than enter an 
oil and gas lease. Can she drill without George’s consent?  

The answer is yes. By owning half of the minerals, she pos-
sesses one half of the right to explore and produce. Her right of 
possession as a cotenant gives her the right to locate the well 
wherever she chooses as long as it is a legal location.

Suppose Harriet's test well costs $500,000. Is George liable 
for one half of the costs? Again, the answer is yes. George’s 
ownership of one-half the minerals imposes one-half of the 
reasonable and necessary exploration and drilling costs. How-
ever, Texas law does not require any out-of-pocket costs from a 
nonconsenting mineral cotenant. Instead, the drilling cotenant 
(Harriet) must recoup George's share of the well costs from his 
share of future revenue from the well.  

In other words, the drilling cotenant must bear all costs in 
connection with the test well. The drilling cotenant is entitled 
to reimbursement but only from the nonconsenting cotenant’s 
pro rata share of subsequent revenue. If the drilling venture 
does not result in production, or does not yield sufficient 
revenue to cover the nonconsenting cotenant’s well costs, the 
nonconsenting cotenant has no legal or personal obligation 

to pay the balance. This is sometimes referred to as a carried 
interest.  

If Harriet drills a $500,000 test well, she has the right to 
recoup $250,000 from George’s share of future production. 
Because George owns an undivided one-half of the minerals, 
the $250,000 comes from one-half of the first $500,000 of the 
well’s revenue, taking into account necessary and reasonable 
marketing costs. If the total revenue never reaches $500,000, 
George has no personal liability for the balance.  

Revenue After Payout When One  
Cotenant Drills

But what happens when Harriet gets reimbursed from 
George's share of production? What happens to George’s interest 
after payout? In this case, George participates in the well accord-
ing to his undivided interest. Because George owns an undivided 
one-half of the minerals, he has the right to receive one-half of 
the production after payout; again, taking into account reason-
able posts of production and marketing. 

Revenue After Payout When Cotenant Leases 
Drill Site Tract or Tract Serving as Corridor for 
a Horizontal Borehole

But what happens if Harriet does not drill, but instead leases 
her half interest to an oil company? According to Texas law, the 
same rules of accounting apply, except the leasing oil company 
shoulders the initial drilling costs and assumes the duty of  
accounting. 

Assume Harriet reserves a one-sixth royalty in the lease. 
George refuses to sign. As before, he becomes liable for one-half 
the reasonable and necessary exploration and production costs 
payable from his share of future production. The oil company 
enters and drills a well for $500,000. When the company re-
coups the well costs, George would receive one-half of the well’s 
revenue less reasonable marketing costs until the well ceases to 
produce, just as before.  

Harriet, on the other hand, bears no direct or indirect explo-
ration and production costs and no duty to account. She would 
receive 1/12th of the production as a royalty (1/2 x 1/6) com-
mencing with the well’s first production until it ends.  

George may choose to alter his position as a nonconsent-
ing cotenant by ratifying the lease. Ratification occurs when 
George accepts benefits under the lease or by executing a 
division order. Ratification allows George to participate in the 
revenue in the same manner as his sister. There would be no 
change after payout.  

Revenue After Payout When Cotenant Leases 
Non-Drill Site Tract or One Not Serving as a 
Corridor for a Horizontal Borehole

Texas case law recognizes an exception to the rule of account-
ing when the lease tract does not serve as a drill site nor a cor-
ridor tract for a horizontal borehold. The Texas Supreme Court 
announced the rule in Superior v. Roberts, 398 S.W. 2nd 276. 

In this case, one cotenant, who owned half the minerals, 
leased to Superior Oil Company.  The other cotenant did not 
lease to anyone. Superior drilled a vertical well, but not on the 
tract. The tract was included in the pooled unit, though. 
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When the well reached payout, the nonconsenting cotenant 
(Roberts) asked Superior for an accounting. Superior refused, 
and Roberts sued. The Texas Supreme Court ruled that Superior 
had no duty to account to Roberts in this situation. 

Basically, the leasing oil company has no duty to account to a 
nonconsenting cotenant when: 

• One or more of the cotenants lease their undivided interest 
to an oil company and the lease permits the oil company to 
pool or unitize the tract. 

• The premises are not used as a drill site, but the tract is 
placed in a pooled unit. 

• No contractual relationship exists between the leasing oil 
company and the nonconsenting cotenant. 

• The nonconsenting cotenant has made no attempt to ratify 
the lease.

• The leasing oil company has not prevented the nonconsent-
ing cotenant from developing the property. 

Note. The Texas Supreme Court rendered the Superior deci-
sion in 1966 before the advent of horizontal drilling. The ma-
jority of wells at the time were vertical wells. Today, most wells 
are horizontal wells. The Railroad Commission of Texas views 
a tract serving as a corridor tract in the same manner as a drill 
site tract. Hence, legal precedent exists to apply the Superior 
decision to corridor tracts as well as drill site tracts. 

Leasing to Different  
Oil Companies

Suppose George decides to lease his undivided interest to a 
different oil company. In other words, Harriet leases to the ABC 
oil company, and George leases to the XYZ oil company. If 
ABC enters and drills a producing well, does the XYZ company 
owe George a royalty from production even though XYZ did 
not participate in the well? 

 In Texas, the answer is yes. XYZ must pay royalties to 
George just as if George had signed with the same oil company 
as Harriet. Had George signed a lease for a 1/5 royalty, XYZ 
is liable to George for 1/10 (1/2 x 1/5) of the production or its 
monetary equivalent.  

Partitioning
However, assume George will not sign a lease with any oil 

company. If the nonconsenting cotenant’s interest is particularly 
large, as is the case with George, the oil company may lose all 
desire to take a lease from any other cotenant. The reason is the 
drastic cut in the oil company’s revenue interest (50 percent) 
once payout is achieved (see table on page 5).   

In Texas, the mineral lessee has an alternative. Section 
23.001 of the Texas Property Code permits an oil company to 
partition the rights of the leased mineral cotenants. Partitioning 
is done according to the number of undivided mineral acres 
the oil company has leased, assuming the minerals are equally 
distributed under the tract.  

Assume the oil company gets Harriet to sign an oil and gas 
lease. George absolutely refuses. Furthermore, it is economi-
cally infeasible for the oil company to have a 5/12 revenue  
interest after payout. (See table.) In this case, the oil com-
pany may wish to proceed under Section 23.001 of the Texas 
Property Code and partition 250 mineral acres for Harriet. This 

gives Harriet 100 percent of the minerals under 250 acres, and 
George owns 100 percent of the minerals under the remain-
ing 250 acres. The oil company may then drill on Harriet’s 250 
partitioned mineral acres. It would have a 5/6 revenue interest 
before and after payout. George would have no interest in a 
well drilled on Harriet’s partitioned acreage and vice versa.  

The partitioning may not be according to the cotenant’s 
undivided interest in the tract. Texas courts seek to ensure the 
partitioned tracts have equal value, not equal area. Texas case 
law presumes that any minerals under a tract are distributed 
equally in the absence of proof to the contrary.  

Fiduciary Duty  
of the Executive Owner  

In the scenario discussed so far, each cotenant owned a part 
of all five interests comprising the mineral estate. A cotenancy 
may exist without this arrangement. It is quite common for the 
five interests to be separated as well as divided among several 
individuals. 

For example, when one cotenant owns all of the surface and 
a part of the minerals, the surface owner attempts to acquire all 
the executive rights to fully protect the surface in the event of 
drilling. the other four interests may be equally divided among 
the rest of the cotenants. 

In the opening example, assume the parents left all the 
executive rights to George who farms the surface and gives 
Harriet one-half of the bonus and one-half of the royalties. (This 
means Harriet receives one-half of whatever royalty George 
negotiates in the lease.)

Because Harriet acquired no executive rights, she is at 
George's mercy concerning:

• When a lease is entered,
• The magnitude of the bonus payments,
• The size of the royalty reserved,
• The length of the primary term and 
• Other lease terms and provisions. 
Texas law recognizes a unique relationship when the 

executive rights are stripped from one or more of the mineral 
cotenants who then own only the right to receive royalty. The 
law imposes a duty of utmost fair dealing (or a fiduciary duty) 
on the holder of the executive rights when leasing the mineral 
property. The executive owners must negotiate the best terms 
possible on behalf of the nonexecutive owners. The execu-
tive owner cannot structure a transaction to benefit himself or 
herself at the nonexecutive owner's expense.  

The following represent a few of the examples where the 
Texas courts have held that the executive owners breached 
their fiduciary duty by: 

• Failing to lease when the land is being drained
• Failing to enter a lease when it was possible to do so, 

thus depriving the nonexecutive owners of potential 
revenue

• Developing the property personally when it was possible 
to do so under a leasing arrangement at greater revenue 
to the nonexecutive owners

• Failing to share all possible royalties with the nonexecu-
tive owners by negotiating an overriding royalty 
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The Real Estate Center offers additional publications 
related to mineral leasing:  

Hints on Negotiating an Oil and Gas Lease, http:// 
recenter.tamu.edu/pdf/229.pdf

Termination of an Oil and Gas Lease, http://recenter.
tamu.edu/pdf/601  

"Subdivision Drill Sites," http://recenter.tamu.edu/pdf/690

Minerals, Surface Rights and Royalty Payments, http:// 
recenter.tamu.edu/pdf/840 

"Recent Rulings Affecting Oil and Gas Interests," http://
recenter.tamu.edu/pdf/1140

"Scrutinizing Royalty Payments," http://recenter.tamu.
edu/pdf/1559

Cotenancy does not in itself create the fiduciary duty. It re-
sults only when one or more of the mineral cotenants who own 
a royalty interest are stripped of executive rights. 

Unknown Cotenants  
Finally, examination of the rights of cotenants in the mineral 

estate would not be complete without considering the pos-
sibility of an unknown, unascertainable or missing cotenant. 
Suppose George and Harriet’s parents owned an undivided 90 
percent of the minerals. The other 10 percent was reserved in 
1890. No one can determine who or where the heirs reside 
today.

The Texas Legislature enacted special rules for missing 
mineral owners. Section 64.091 of the Texas Civil Practice and 
Remedies Code provides for the appointment of a receiver to 
act vicariously on behalf of the missing mineral cotenant(s). 
The lease proceeds are paid to and retained by the clerk of the 
district court where the receiver is appointed. The funds are 
used for the benefit of the unknown owner or owners.  How-
ever, any unclaimed royalties escheat to the state of Texas after 
three years. 

Conclusion
The rights of mineral co-owners in Texas are well defined. 

Because Texas mineral production has occurred more than 100 
years, Texas courts have addressed many of the issues that arise. 

Basically, Texas courts apply the same rules that govern surface 
cotenancies to those created in the minerals. In each instance, the 
courts strive to protect the individual co- owner’s rights, yet allow 
society to benefit from mineral production.  

This report is a revision of reprint 463, which first appeared 
in Tierra Grande. The overview of the rights of cotenants is for 
information only and is not intended to substitute for legal counsel. 
Those concerned about specific aspects of the law involving cote-
nancy and mineral estates should contact an attorney.  
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Table 1. Four Leasing and Nonleasing Cotenants

Table 2. Six Leasing and Nonleasing Cotenants

Situation One: Four Cotenants – A, B, C and D

Col. 1 Col. 2 Col. 3 Col. 4 Col. 5 Col. 6 Col. 7

(Col. 2 x Col. 3) (Col. 2–Col. 4) (Same as Col. 4 
when lease 

entered)

(Same as Col. 5 
when lease 

entered)

Cotenants and 
Oil Company

Cotenant's  
Undivided 

Interest

Royalty  
Reserved  
in Lease

Royalty  
Received  

Before Payout

Oil Company's 
Revenue Before 

Payout

Royalty  
Received  

After Payout

Oil Company's 
Revenue After 

Payout

A 1/4 1/6 1/24 5/24 1/24 5/24

B 1/4 1/5 1/20 1/5 1/20 1/5

C 1/4 1/4 1/16 3/16 1/16 3/16

D 1/4 unleased 0*    1/4** 1/4*     0   

Oil company na na na 203/240 na 143/240

Situation Two: Six Cotenants – A, B, C, D E and F

Col. 1 Col. 2 Col. 3 Col. 4 Col. 5 Col. 6 Col. 7

(Col. 2 x Col. 3) (Col. 2–Col. 4) (Same as Col. 4 
when lease 

entered)

(Same as Col. 5 
when lease 

entered)

Cotenants and 
Oil Company

Cotenant's  
Undivided 

Interest

Royalty  
Reserved  
in Lease

Royalty  
Received  

Before Payout

Oil Company's 
Revenue Before 

Payout

Royalty  
Received  

After Payout

Oil Company's 
Revenue After 

Payout

A 1/6 1/6 1/36 5/36 1/36 5/36

B 1/6 1/8 1/48 7/48 1/48 7/48

C 1/6 3/16 1/32 13/96 1/32 13/96

D 1/6 unleased 0* 1/6** 1/6* 0

E 1/6 unleased 0* 1/6** 1/6* 0

F 1/6 unleased 0*    1/6** 1/6*     0   

Oil company na na na 265/288 na 121/288

*Illustrates a nonconsenting cotenant's participation in the revenue of the well before and after payout. 
**Illustrates the recouopment of the nonconsenting cotenant's share of costs before payout. 
Source: Real Estate Center at Texas A&M University

Source: Real Estate Center at Texas A&M University

1096-100-843
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