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INTRODUCTION 

Royale Energy 

+,6725< 

5R\DOH�(QHUJ\��WKH�&RPSDQ\��H[SORUHV��GHYHORSV��SURGXFHV�DQG�PDUNHWV�D�GLYHUVH�SRUWIROLR�RI�RLO�DQG�QDWXUDO�
JDV�DVVHWV�WKURXJKRXW�WKH�8QLWHG�6WDWHV�DQG�SURYLGHV�LQYHVWPHQW�RSSRUWXQLWLHV�LQ�RLO�DQG�QDWXUDO�JDV�GULOOLQJ�
SURMHFWV��7KH�&RPSDQ\�ZDV�LQLWLDOO\�RUJDQL]HG�LQ������DQG�LV�QRZ�LQFRUSRUDWHG�XQGHU�WKH�ODZV�RI�WKH�6WDWH�RI�
'HODZDUH��7KH�&RPSDQ\�RZQV�DQG�RSHUDWHV�ZHOOV�LQ�&DOLIRUQLD��7H[DV��/RXLVLDQD�DQG�8WDK�DQG�PDUNHWV�RLO�DQG�
QDWXUDO�JDV�WR�LWV�FXVWRPHUV� 

7KH�&RPSDQ\�KDV�PDLQWDLQHG�D�FRPPLWPHQW�WR�SURYLGLQJ�LQYHVWPHQW�SURGXFWV��ZKLFK�VHHN�WR�PLQLPL]H�
LQYHVWRU�ULVN�ZKLOH�SURYLGLQJ�PD[LPXP�UHWXUQ��7KH�&RPSDQ\�KDV�DFFRPSOLVKHG�WKLV�WKURXJK�WKH�XVH�RI�MRLQW�
LQYHVWPHQW�LQ�PXOWLSOH�ZHOOV��7KLV�FRPPLWPHQW�DOORZHG�WKH�&RPSDQ\�WR�JURZ�IURP�D�VPDOO�EHJLQQLQJ�WR�LWV�
FXUUHQW�VWDWXUH�DV�D�SXEOLFO\�WUDGHG�LQGHSHQGHQW�SURGXFHU� 

7KH�&RPSDQ\�FXUUHQWO\�RZQV�LQWHUHVW�LQ�RYHU����SURGXFLQJ�RLO�DQG�QDWXUDO�JDV�ZHOOV��5R\DOH�(QHUJ\�LV�
IRFXVHG�RQ�EXLOGLQJ�SURVSHFW�LQYHQWRU\�WKURXJK�DFTXLVLWLRQV�RI�SURSHUW\���'�VHLVPLF�VXUYH\V�DQG�ILHOG�
GHYHORSPHQW�RYHU�VRPH�RI�WKH�PRVW�SUROLILF�QDWXUDO�JDV�DQG�RLO�SURGXFLQJ�ILHOGV� 

7KH�&RPSDQ\�FRQWLQXDOO\�HYDOXDWHV�SRWHQWLDO�DFTXLVLWLRQV��VFUHHQV�GULOOLQJ�SURVSHFWV�IRU�HFRQRPLF�DQG�
WHFKQLFDO�PHULW��DQG�PHHWV�DOO�ILOLQJ�UHTXLUHPHQWV�WR�ORFDO��VWDWH�DQG�IHGHUDO�DJHQFLHV��,Q�VHOHFWLQJ�
RSSRUWXQLWLHV�IRU�GHYHORSPHQW��PDQDJHPHQW�HPSOR\V�D�FRQVHUYDWLYH�SKLORVRSK\�RI�RSHUDWLRQV��7KH�XVH�RI�
UHFRJQL]HG�LQGHSHQGHQW�HQJLQHHULQJ��JHRORJLFDO�DQG�WHFKQLFDO�FRQVXOWLQJ�ILUPV�HQKDQFHV�WKH�FKDQFH�RI�VXFFHVV�
LQ�DQ�LQGXVWU\�NQRZQ�IRU�LWV�KLJK�ULVN� 

5R\DOH�(QHUJ\�SURYLGHV�GLUHFW�PDQDJHPHQW�RI�FRPSDQ\�SURSHUWLHV�DV�QHHGHG�WR�PRQLWRU�DQG�PDLQWDLQ�D�KLJK�
OHYHO�RI�SURGXFWLYLW\��5R\DOH¶V�SROLF\�LV�WR�SODFH�SHUVRQQHO�DW�HDFK�ZHOO�RQ�D�GDLO\�EDVLV�IRU�RQ-VLWH�LQVSHFWLRQ�
DQG�DWWHQWLRQ�WR�SURGXFWLRQ��7KLV�FRPPLWPHQW�WR�FRQVLVWHQW��GLUHFW��KDQGV-RQ�PRQLWRULQJ�RI�DFWLYLWLHV�DW�WKH�
ZHOO-KHDG�LQVXUHV�WKH�KLJKHVW�SRVVLEOH�SHUIRUPDQFH�IURP�HDFK�SURSHUW\��5R\DOH¶V�VWDII�LQFOXGHV�KLJKO\�WUDLQHG�
DQG�VNLOOHG�LQGLYLGXDOV��PRWLYDWHG�WR�ZRUN�IRU�D�FRPSDQ\�ZLWK�D�VROLG�WUDFN�UHFRUG�DQG�FRPPLWPHQW�WR�
H[FHOOHQFH��5R\DOH�QRPLQDWHV�DQG�VHOOV�QDWXUDO�JDV�DQG�RLO�WR�LWV�FXVWRPHUV�DQG�HQG�XVHUV��7KHVH�KDYH�LQFOXGHG�
FRPSDQLHV�VXFK�DV�6KHOO�(QHUJ\�1RUWK�$PHULFD��'XNH��DQG�%�3� 

2Q�0DUFK����������5R\DOH�PHUJHG�ZLWK�0DWUL[�2LO�0DQDJHPHQW�&RUSRUDWLRQ��7KLV�VWUDWHJLF�WUDQVDFWLRQ�FUHDWHG�
D�KLJK-JURZWK�IRFXVHG�RSHUDWLQJ�FRPSDQ\�ZLWK�DQ�H[WUHPHO\�H[SHULHQFHG�WHFKQLFDO�WHDP��5R\DOH�DQG�0DWUL[�
ERWK�KDYH�EHHQ�VXFFHVVIXO�ORZ-FRVW�ILQGHUV�RI�RLO�DQG�QDWXUDO�JDV�LQ�:HVW�7H[DV� 

&203$1<�675$7(*< 

%HFDXVH�RI�WKH�UDSLGO\�LQFUHDVLQJ�GHPDQG�IRU�HQHUJ\�E\�QHZO\�GHYHORSLQJ�HFRQRPLHV��LW�LV�WKH�YLHZ�RI�VRPH�
H[SHUWV�WKDW�WKRVH�ZKR�RZQ�RLO�DQG�QDWXUDO�JDV�UHVHUYHV�WKDW�DUH�FRPPHUFLDOO\�SURGXFWLYH�WRGD\�DUH�LQ�DQ�
H[FHOOHQW�SRVLWLRQ�WR�HDUQ�D�JRRG�UHWXUQ�RQ�WKHLU�LQYHVWPHQWV��7KRVH�FRPSDQLHV�WKDW�FDQ�PDLQWDLQ�ORZ�RYHUKHDG�
FRVWV�DQG�DUH�SURILWDEOH�LQ�WRGD\¶V�PDUNHW�ZLOO�KDYH�JRRG�KXQWLQJ�LQ�WKH�8�6��0RVW�FRPSDQLHV�GR�QRW�KDYH�WKH�
SRVLWLYH�FDVK�IORZ�QHFHVVDU\�WR�WDNH�DGYDQWDJH�RI�WKLV�RSSRUWXQLW\��7KLV�FUHDWHV�D�JUHDW�RSSRUWXQLW\�IRU�
FRPSDQLHV�VXFK�DV�5R\DOH�(QHUJ\�DQG�LQGLYLGXDO�LQYHVWRUV�WR�VWHS�LQ�DQG�ILOO�WKH�JDS� 

7KH�REMHFWLYH�RI�WKH�&RPSDQ\�LV�WR�FRQWULEXWH�WR�$PHULFDQ�HQHUJ\�LQGHSHQGHQFH�WKURXJK�WKH�SURILWDEOH�
GHYHORSPHQW��RSHUDWLRQ�DQG�PDUNHWLQJ�RI�RLO�DQG�QDWXUDO�JDV�ZHOOV�ZLWKLQ�HVWDEOLVKHG�ILHOGV�LQ�WKH�FRQWLQHQWDO�
8�6� 



ϱ 

7KH�&RPSDQ\�DFFRPSOLVKHV�LWV�JRDOV�WKURXJK�WKH�IROORZLQJ�PHDQV� 

�� 7KH�DSSOLFDWLRQ�RI�VRXQG�EXVLQHVV�SULQFLSOHV�LQ�WKH�VXFFHVVIXO�GHYHORSPHQW�DQG�RSHUDWLRQ�RI�RLO�DQG�QDWXUDO�
JDV� ZHOOV� 

�� 8WLOL]DWLRQ� RI� VWULQJHQW� VFUHHQLQJ� SURFHGXUHV� LQ� WKH� LGHQWLILFDWLRQ� DQG� HYDOXDWLRQ� RI� SURSHUWLHV� IRU�
GHYHORSPHQW� 

�� 7KH�LQYROYHPHQW�RI�LQYHVWRUV�ZKR�ZLVK�WR�SDUWLFLSDWH�LQ�RQH�RU�PRUH�RI�WKH�LQYHVWPHQW�YHKLFOHV�FUHDWHG�E\�
WKH�&RPSDQ\�DQG�LWV�VXEVLGLDULHV�IRU�DVVHW�DFTXLVLWLRQ�DQG�GHYHORSPHQW��7KH�LPSOHPHQWDWLRQ�RI�SROLFLHV�DQG�
SURFHGXUHV�WR�RSWLPL]H�WKH�RSHUDWLRQV�DQG�JDV�PDUNHWLQJ�DFWLYLWLHV�RI�SURGXFLQJ�ZHOOV� 

7KH�&RPSDQ\¶V�VKRUW-WHUP�VWUDWHJ\�LV�WR�GHYHORS�DQG�SURGXFH�H[LVWLQJ�GLVFRYHULHV�WKDW�FDQ�EH�EURXJKW�RQ�
VWUHDP�TXLFNO\��LQ�RUGHU�WR�JHQHUDWH�HDUO\�FDVK�IORZ�DQG�LQFUHDVH�SURGXFWLRQ�DQG�UHVHUYH�OHYHOV��7KH�&RPSDQ\�
FRQWLQXHV�LWV�SROLF\�RI�SXUFKDVLQJ�SURGXFLQJ�ZHOOV�WKDW�KDYH�DGGLWLRQDO�ZHOO�ORFDWLRQV�IRU�GHYHORSPHQW��%\�
IRFXVLQJ�LWV�H[SORUDWLRQ�RSHUDWLRQV�RQ�GHYHORSPHQW�GULOOLQJ��WKH�SUREDELOLW\�RI�VHFXULQJ�FRPPHUFLDOO\�
SURGXFWLYH�ZHOOV�LV�KLJKHU��7KLV�SROLF\��FRXSOHG�ZLWK�WKH�,QYHVWRUV¶�SDUWLFLSDWLRQ�LQ�PXOWLSOH�ZHOOV��KDV�EHHQ�WKH�
FRUQHUVWRQH�RI�HDFK�RI�WKH�&RPSDQ\¶V�LQYHVWPHQW�RIIHULQJV� 

7KH�&RPSDQ\�SHUIRUPHG�DQ�HYDOXDWLRQ�RI�GLIIHUHQW�SURGXFLQJ�EDVLQV�LQ�WKH�8�6��DQG�FRPSDUHG�VWDWLVWLFV�RQ�
H[SORUDWLRQ�ZHOO�VXFFHVV��GHYHORSPHQW�ZHOO�VXFFHVV��ZHOO�FRVW��UHVHUYHV�SHU�ZHOO�DQG�LQLWLDO�SURGXFWLRQ�UDWHV��
$VVHVVPHQWV�RI�RSHUDWLQJ�H[SHQVHV��EDVLQ�GHYHORSPHQW�SRWHQWLDO��HQYLURQPHQWDO�ULVNV��DYDLODELOLW\�RI�OHDVHV�
DQG�PDUNHW�FRQFHUQV�ZHUH�DOVR�PDGH��7KH�UHVXOWV�RI�WKLV�UHYLHZ�DUH�XVHG�WR�JXLGH�IXWXUH�H[SDQVLRQ�HIIRUWV�RI�
WKH�&RPSDQ\��7KH�3HUPLDQ�%DVLQ�LQ�7H[DV�LV�FRQVLGHUHG�WR�EH�FRPSDWLEOH�ZLWK�WKH�&RPSDQ\¶V�JRDOV� 

$FTXLVLWLRQV�-�7KH�&RPSDQ\�LV�FRQWLQXDOO\�HYDOXDWLQJ�DFTXLVLWLRQV�LQ�SURYHQ�RLO�DQG�QDWXUDO�JDV�EDVLQV��7KH�
&RPSDQ\�PD\�SXUFKDVH�WKHVH�SURSHUWLHV�IRU�GHYHORSPHQW�LQYHQWRU\�WR�EH�GULOOHG��SURGXFHG�DQG�PDUNHWHG� 

(FRQRPLF�(YDOXDWLRQ�-�$FTXLVLWLRQV�LQ�WDUJHWHG�EDVLQV�DUH�HYDOXDWHG�E\�SHUIRUPLQJ�D�FXUUHQW�FDVK�IORZ�
DQDO\VLV��7KLUG�SDUW\�FRQVXOWDQWV�YHULI\�FRQVHUYDWLYH�SURGXFWLRQ�IRUHFDVWV� 

23(5$7,21$/���'(9(/230(17�675$7(*< 

7KH�&RPSDQ\�W\SLFDOO\�DFWV�DV�WKH�RSHUDWRU�RU�PDQDJHU�RI�ZHOOV�LQ�ZKLFK�LW�KDV�DQ�LQWHUHVW��7KLV�VWUDWHJ\�KDV�
DOORZHG�WKH�&RPSDQ\�WR�UHGXFH�LWV�RSHUDWLQJ�FRVWV�DQG�LPSURYH�SURGXFWLRQ��7KH�&RPSDQ\�FRQWLQXDOO\�SXUVXHV�
OHVV�H[SHQVLYH�DQG�PRUH�HIILFLHQW�PHWKRGV�RI�RSHUDWLQJ��7KH�&RPSDQ\�HPSOR\V�FUHDWLYLW\�DQG�WKH�ODWHVW�
WHFKQRORJ\�WR�PLQLPL]H�FRVW�DQG�PD[LPL]H�SURILWDELOLW\�IURP�LWV�RSHUDWHG�SURSHUWLHV� 

'HYHORSPHQW�RSSRUWXQLWLHV�DUH�SXUVXHG�DJJUHVVLYHO\��ZKHUH�DSSURSULDWH��WR�PD[LPL]H�WKH�SUHVHQW�YDOXH�SURILW�
RI�WKH�SURSHUWLHV� 

7KH�ULJRURXV�SURFHVV�RI�DFTXLVLWLRQ�HYDOXDWLRQ��DORQJ�ZLWK�SURGXFW�SULFH�DQG�RSHUDWLQJ�FRVW�DVVXPSWLRQV��DUH�
XVHG�WR�HYDOXDWH�WKH�SURVSHFWV��3URVSHFWV�DUH�WKHQ�UDQNHG�RQ�WKH�EDVLV�RI��D��IXWXUH�QHW�UHYHQXHV��E��SURILW�WR�
LQYHVWPHQW�UDWLR��DQG�F��LQWHUQDO�UDWH�RI�UHWXUQ�� 

,19(670(17�&5,7(5,$ 

'ULOOLQJ�SURVSHFWV�DUH�VXEMHFWHG�WR�D�VFUHHQLQJ�SURFHVV�VLPLODU�WR�WKDW�RI�SURGXFLQJ�SURSHUW\�DFTXLVLWLRQV��7KHVH�
LQFOXGH�GHYHORSPHQW�SRWHQWLDO��RSHUDWRUVKLS��H[SORUDWRU\�DUHDV��DQG�HYDOXDWLRQ�PHWKRGV� 

'HYHORSPHQW�3RWHQWLDO�-�)LHOGV�DUH�VRXJKW�ZLWK�DGGLWLRQDO�GHYHORSPHQW�SRWHQWLDO�RXWVLGH�WKH�H[LVWLQJ�
SURGXFWLRQ��7KHVH�W\SLFDOO\�ZLOO�UHTXLUH�WKUHH�RU�IRXU�ZHOOV�WR�GHYHORS� 

2SHUDWRUVKLS�-�:KHQ�DSSURSULDWH��WKH�&RPSDQ\�ZLOO�DWWHPSW�WR�DVVXPH�WKH�ODUJHVW�LQWHUHVW�DQG�RSHUDWRUVKLS�
RI�H[SORUDWLRQ�SURMHFWV� 

([SORUDWRU\�$UHDV�-�$V�LQ�DFTXLVLWLRQ�RI�SURGXFLQJ�SURSHUWLHV��H[SORUDWLRQ�DUHDV�KDYH�EHHQ�LGHQWLILHG�E\�RXU� 
%DVLQ�(YDOXDWLRQ�UHSRUW��7KH�EDVLQV�WDUJHWHG�IRU�H[SORUDWLRQ�DUH�ODUJHO\�WKH�VDPH�DV�WKRVH�WDUJHWHG�IRU�
DFTXLVLWLRQV� 
(FRQRPLF�)DFWRUV�-�7KH�&RPSDQ\�XVHV�D�WKHQ�FXUUHQW��ULVNHG�FDVK�IORZ�DQDO\VLV�WHFKQLTXH�IRU�HYDOXDWLQJ�LWV�
H[SORUDWLRQ�SURVSHFWV�� 
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',5(&7256���0$1$*(0(17� 

5R\DOH�(QHUJ\¶V�PDQDJHPHQW�WHDP�FRQVLVWV�RI�LQGLYLGXDOV�ZKR�KDYH�ZRUNHG�FORVHO\�WRJHWKHU�IRU�PDQ\�\HDUV��
(DFK�LQGLYLGXDO�KDV�EHHQ�WUDLQHG�WR�EH�DW�DOO�WLPHV�DZDUH�RI�WKH�VKRUW-�DQG�ORQJ-WHUP�JRDOV�RI�WKH�&RPSDQ\��
$OWKRXJK�WKH�DUHDV�RI�UHVSRQVLELOLW\�DUH�VKDUSO\�GHILQHG��HDFK�KDV�WKH�NQRZOHGJH�UHTXLUHG�WR�PDQDJH�D�SDUWLFXODU�
DUHD� 

7KH�SULQFLSOH�RFFXSDWLRQV�DQG�UHOHYDQW�DIILOLDWLRQV�RI�WKH�SULQFLSDO�RIILFHUV�DQG�GLUHFWRUV�RI�5R\DOH�(QHUJ\�DUH�DV�
IROORZV� 

   -RKQ�6XOOLYDQ  &KDLUPDQ�RI�WKH�%RDUG�RI�'LUHFWRUV 
   -RQDWKDQ�*UHJRU\ 9LFH-&KDLUPDQ�RI�WKH�%RDUG�RI�'LUHFWRUV 
   -RKQQ\�-RUGDQ &KLHI�([HFXWLYH�2IILFHU��3UHVLGHQW��&KLHI�2SHUDWLQJ�2IILFHU�DQG� 
     ���� 0HPEHU�RI�WKH�%RDUG�RI�'LUHFWRUV 
   -HII�.HUQV�  0HPEHU�RI�WKH�%RDUG�RI�'LUHFWRUV 
   &KULV�3DUDGD  0HPEHU�RI�WKH�%RDUG�RI�'LUHFWRUV 
   6WHSKHQ�+RVPHU 0HPEHU�RI�WKH�%RDUG�RI�'LUHFWRUV 
   'RQDOG�+RVPHU &R-)RXQGHU 
   5RQDOG�/LSQLFN ,QWHULP�&KLHI�)LQDQFLDO�2IILFHU 
 

7KH�%RDUG�RI�'LUHFWRUV�HOHFWV�WKH�RIILFHUV�DQQXDOO\��'LUHFWRUV�VHUYH�IRU�RQH�\HDU�DQG�PXVW�EH�UH-HOHFWHG�HDFK�
\HDU�E\�WKH�VKDUHKROGHUV��7KH�EXVLQHVV�H[SHULHQFH�RI�HDFK�GLUHFWRU��H[HFXWLYH�RIILFHU�DQG�NH\�HPSOR\HH�LV�
VXPPDUL]HG�EHORZ� 
 
�-2+1�68//,9$1�_�&+$,50$1�2)�7+(�%2$5' 

0U��6XOOLYDQ�LV�D�3ULQFLSDO�RI�/7'�&RQVXOWLQJ�6HUYLFHV�//&��ZKLFK�SURYLGHV�FRQVXOWLQJ�DQG�PDQDJHPHQW�
VHUYLFHV�WR�SULYDWH�DQG�SXEOLF�FRPSDQLHV�LQ�WKH�86�DQG�6(�$VLD��3UHYLRXVO\��KH�KHOG�WKH�SRVLWLRQ�RI�6U��'LUHFWRU�
DW�00,�,QWHUQDWLRQDO��D�SULYDWHO\�KHOG��JOREDO�VXSSOLHU�WR�WKH�'DWD�6WRUDJH��$HURVSDFH�DQG�2LO�DQG�*DV�
LQGXVWULHV��,Q�WKLV�UROH��KH�RYHUVDZ�WKH�VDOHV�DQG�JOREDO�RSHUDWLRQV�IRU�WKH�3UHFLVLRQ�)RUPLQJ�*URXS��D�GLYLVLRQ�RI�
00,��ZLWK�����0�LQ�DQQXDO�VDOHV�� 
 

-21$7+$1�*5(*25<�_�9,&(-&+$,50$1�2)�7+(�%2$5'�2)�',5(&7256 
0U��*UHJRU\�EULQJV�RYHU����\HDUV�RI�H[SHULHQFH�LQ�WKH�RLO�DQG�JDV�LQGXVWU\��LQFOXGLQJ�D���-\HDU�EDQNLQJ�FDUHHU�
ZKHUH�KH�IRFXVHG�SULPDULO\�RQ�UHVHUYH-EDVHG�OHQGLQJ�WR�ERWK�SULYDWH�DQG�SXEOLF�RLO�DQG�JDV�FRPSDQLHV��0RVW�
UHFHQWO\��KH�VHUYHG�DV�FKLHI�ILQDQFLDO�RIILFHU�IRU�D�SULYDWH�LQGHSHQGHQW�H[SORUDWLRQ�DQG�SURGXFWLRQ�FRPSDQ\��
ZKHUH�KH�ZDV�DFWLYHO\�HQJDJHG�LQ�UDLVLQJ�HTXLW\�DQG�LQ�DFTXLVLWLRQV�DQG�GHYHORSPHQW�DFWLYLWLHV�� 
0U��*UHJRU\�LV�D�PHPEHU�RI�+RXVWRQ�3URGXFHUV�)RUXP��+RXVWRQ�(QHUJ\�)LQDQFH�*URXS��DQG�$'$0�+RXVWRQ�
(QHUJ\�1HWZRUN��+H�LV�D�&R-)RXQGHU�RI�%UHDG�RI�/LIH��,QF���D�QRQ-SURILW�RUJDQL]DWLRQ�FRPPLWWHG�WR�HPSRZHULQJ�
KRPHOHVV�+RXVWRQLDQV��0U��*UHJRU\�DOVR�VHUYHV�DV�D�GLUHFWRU�RI�6PDOO�6WHSV�1XUWXULQJ�&HQWHU��D�QRQ-SURILW�
&KULVWLDQ�RUJDQL]DWLRQ�WKDW�SURYLGHV�HDUO\�FKLOGKRRG�HGXFDWLRQ�IRU�HFRQRPLFDOO\�DW-ULVN�FKLOGUHQ�LQ�LQQHU-FLW\�
+RXVWRQ��7H[DV� 
 

-2+11<�-25'$1�_�&+,()�(;(&87,9(�2)),&(5��35(6,'(17��&+,()�23(5$7,1*�2)),&(5�
$1'�',5(&725 
0U��-RUGDQ�LV�D�SHWUROHXP�HQJLQHHU�ZLWK�H[SHUWLVH�LQ�DFTXLVLWLRQV��ILHOG�HFRQRPLFV�DQG�UHVHUYHV�DQDO\VLV��EDQN�
QHJRWLDWLRQV��UHVHUYRLU�DQG�ILHOG�RSHUDWLRQV��DQG�PXOWL-WHDP�LQWHUDFWLRQ��0U��-RUGDQ�VHUYHG�RQ�WKH�%RDUG�RI�
'LUHFWRUV�RI�0DWUL[�DQG�FXUUHQWO\�VHUYHV�RQ�50;�5HVRXUFHV�DQG�&,3$�%RDUG�RI�'LUHFWRUV��0U��-RUGDQ�KDV�EHHQ�
DFWLYH�LQ�WKH�RLO�DQG�JDV�LQGXVWU\�VLQFH������EHJLQQLQJ�DV�D�IORRU�KDQG�RQ�D�ZHOO�VHUYLFH�ULJ��+H�KDV�KHOG�YDULRXV�
VWDII�DQG�VXSHUYLVRU\�SRVLWLRQV�IRU�([[RQ��0DFN�(QHUJ\��(QURQ�2LO�DQG�*DV�DQG�9HQRFR�&RUSRUDWLRQ��+H�FR-
IRXQGHG�0DWUL[�2LO�&RUSRUDWLRQ�LQ������DQG�VHUYHG�DV�LWV�SUHVLGHQW�XQWLO�LWV�PHUJHU�ZLWK�5R\DOH�LQ�������0U��
-RUGDQ�LV�D�PHPEHU�RI�WKH�6RFLHW\�RI�3HWUROHXP�(QJLQHHUV��$PHULFDQ�3HWUROHXP�,QVWLWXWH�DQG�WKH�7H[DV�
,QGHSHQGHQW�3URGXFHUV�DQG�5R\DOW\�2ZQHUV�$VVRFLDWLRQ��0U��-RUGDQ�KDV�PDQDJHG�DFTXLVLWLRQ�HYDOXDWLRQV�LQ�
PDQ\�RI�WKH�RLO�DQG�JDV�SURGXFLQJ�EDVLQV�LQ�WKH�86��0U��-RUGDQ�UHFHLYHG�D�%�6��LQ�&KHPLFDO�(QJLQHHULQJ�IURP�
WKH�8QLYHUVLW\�RI�2NODKRPD�LQ������ 
 



ϳ 

 
-())�.(516�_�',5(&725 
0U��.HUQV�ZDV�D�IRXQGLQJ�SDUWQHU�RI�0DWUL[�2LO�&RUS��LQ�������ZKLFK�PHUJHG�ZLWK�5R\DOH�(QHUJ\�QHDUO\����
\HDUV�ODWHU�LQ�������$V�D�GLUHFWRU�DQG�RIILFHU�RI�0DWUL[��0U��.HUQV�SDUWLFLSDWHG�LQ�JURZLQJ�WKH�&RPSDQ\�IURP�
]HUR�SURGXFWLRQ�WR�RZQLQJ�DQG�RSHUDWLQJ�QHDUO\�����EEOV�RI�RLO�SHU�GD\��0U��.HUQV�ZDV�LQYROYHG�LQ�DOO�DVSHFWV�
RI�WKH�&RPSDQ\¶V�JURZWK��EXW�KLV�SULPDU\�IRFXV�ZDV�GD\�WR�GD\�RSHUDWLRQV� 
0U��.HUQV�VWDUWHG�LQ�RLO�DQG�JDV�EXVLQHVV�RYHU����\HDUV�DJR�DV�D�URXJKQHFN�LQ�1RUWK�'DNRWD�ZRUNLQJ�RQ�ULJV�WKDW�
GULOOHG�WKURXJK�WKH�QRZ�IDPRXV�%DNNHQ�6KDOH�KHDGLQJ�IRU�GHHSHU�WDUJHWV��3ULRU�WR�0DWUL[�2LO�&RUS��0U��.HUQV�
KHOG�YDULRXV�VWDII�DQG�VXSHUYLVRU\�SRVLWLRQV�ZLWK�0RELO�2LO�&RUS��QRZ�([[RQ0RELO��DQG�9HQRFR��,QF���D�VPDOO�
LQGHSHQGHQW�FRPSDQ\�KHDGTXDUWHUHG�LQ�6DQWD�%DUEDUD��&$��+H�DOVR�JDLQHG�EURDG�VNLOOV�ZRUNLQJ�IRU�PDQ\�\HDUV�
DV�D�FRQVXOWDQW�LQ�WKH�RLO�DQG�JDV�EXVLQHVV��0U��.HUQV�LV�D�UHJLVWHUHG�3URIHVVLRQDO�(QJLQHHU�LQ�WKH�VWDWH�RI�&$��
+H�UHFHLYHG�D�%6�GHJUHH�IURP�6WDQIRUG�8QLYHUVLW\�LQ�������+H�VHUYHG�DV�DQ�HOHFWHG�SXEOLF�RIILFLDO�IRU����\HDUV�
RQ�WKH�ORFDO�VDQLWDU\�GLVWULFW�ERDUG�RI�GLUHFWRUV�DV�ZHOO�DV�VHUYLQJ�DV�SUHVLGHQW�RI�D�ORFDO�5RWDU\�,QWHUQDWLRQDO�
FOXE�DQG�SUHVLGHQW�RI�WKH�6DQ�-RDTXLQ�&KDSWHU�RI�WKH�$PHULFDQ�3HWUROHXP�,QVWLWXWH�DQG�KDV�PDLQWDLQHG�D�ORQJ�
WHUP�DIILOLDWLRQ�ZLWK�63(�� 
 

 
&+5,6�3$5$'$�_�',5(&725 

0U��3DUDGD�FXUUHQWO\�VHUYHV�DV�9LFH�3UHVLGHQW�RI�%XVLQHVV�'HYHORSPHQW�IRU�)LQHUJ\�&DSLWDO�(Q5HV�5HVRXUFHV��
DQ�DOWHUQDWLYH�LQYHVWPHQW�IXQG�SURYLGLQJ�VWUXFWXUHG�FDSLWDO�VROXWLRQV�WR�XSVWUHDP�RLO�DQG�JDV�FRPSDQLHV��
$GGLWLRQDOO\��0U��3DUDGD�VHUYHV�DV�3UHVLGHQW�RI�&RXQWHU�3RLQW�&RQVXOWLQJ�//&��ZKLFK�KH�IRXQGHG�LQ�������
&RXQWHUSRLQW�SURYLGHV�D�YDULHW\�RI�FRQVXOWLQJ�DQG�FRQWUDFW�&)2�93�)LQDQFH�VHUYLFHV�WR�XSVWUHDP�DQG�
PLGVWUHDP�FOLHQWV��3ULRU�WR�MRLQLQJ�)LQHUJ\�(Q5HV��0U��3DUDGD�VHUYHG�DV�0DQDJLQJ�'LUHFWRU�DW�7HQ�2DNV�(QHUJ\�
$GYLVRUV�IURP�$SULO������WR�)HEUXDU\�������3ULRU�WR�������0U��3DUDGD�ZDV�DQ�HQHUJ\�EDQNHU�IRU�RYHU����\HDUV��
PRVW�UHFHQWO\��DV�0DQDJLQJ�'LUHFWRU�-�+HDG�RI�(QHUJ\�)LQDQFH�IRU�/HJDF\�7H[DV�%DQN������-������ZKHUH�KH�
VWDUWHG�DQG�EXLOW�WKH�(QHUJ\�)LQDQFH�WHDP�IRU�/HJDF\�7H[DV��:KLOH�DW�/HJDF\�7H[DV��0U��3DUDGD�DQG�WKH�WHDP�
VXFFHVVIXOO\�FORVHG�RYHU������ELOOLRQ�LQ�WUDQVDFWLRQV�ZKLOH�KH�PDQDJHG�D�WHDP�RI�VHYHQ�SURIHVVLRQDOV��2YHU�WKH�
FRXUVH�RI�KLV�FDUHHU�LQ�EDQNLQJ��0U��3DUDGD�KDV�RULJLQDWHG��OHG�DQG�V\QGLFDWHG�VHYHUDO�GLUHFW�DQG�PXOWLEDQN�
FUHGLW�IDFLOLWLHV�RI����-�����PLOOLRQ��0U��3DUDGD�JUDGXDWHG�LQ������IURP�7H[DV�$	0�8QLYHUVLW\�ZLWK�D�%�%�$��
LQ�)LQDQFH� 
 
 
67(3+(1�0��+260(5�_�',5(&725 

0U��+RVPHU�MRLQHG�5R\DOH�(QHUJ\��,QF��LQ�������+H�KDV�RYHU����\HDUV�RI�RLO�DQG�JDV�H[SHULHQFH�DQG�KDV�KHOSHG�
WKH�FRPSDQ\�GHYHORS�RLO�DQG�QDWXUDO�JDV�ILHOGV�LQ�7H[DV��/RXLVLDQD��2NODKRPD��8WDK��&DOLIRUQLD�DQG�$ODVND��+H�
VHUYHV�RQ�WKH�ERDUG�RI�9HQWXUH�([SHGLWLRQV�DQG�([LOH�,QWHUQDWLRQDO��+H�KROGV�D�0DVWHUV�RI�%XVLQHVV�
$GPLQLVWUDWLRQ�GHJUHH�IURP�3HSSHUGLQH�8QLYHUVLW\��� 

 
 
'21$/'�+��+260(5�_�&2-)281'(5 
,Q�2FWREHU������0U��+RVPHU��DORQJ�ZLWK�KLV�IDWKHU�DQG�EURWKHUV��IRXQGHG�5R\DOH�3HWUROHXP�&RUSRUDWLRQ��,Q�
2FWREHU�������5R\DOH�(QHUJ\��,QF���WKH�&RPSDQ\��ZDV�LQFRUSRUDWHG�LQ�RUGHU�WR�FRPELQH�WKH�IXQFWLRQ�RI�WKH�
SULRU�WZR�FRPSDQLHV�LQ�SUHSDUDWLRQ�IRU�WKH�LQYROYHPHQW�RI�RXWVLGH�VKDUHKROGHUV�IRU�WKH�ILUVW�WLPH��0U��+RVPHU�
ZDV�UHVSRQVLEOH�IRU�WKH�IXQGLQJ�RI�RYHU��������������LQ�RLO�DQG�QDWXUDO�JDV�GULOOLQJ��+H�KDV�VXFFHVVIXOO\�
GLUHFWHG�WKH�IXQGLQJ�RI�����RLO�DQG�QDWXUDO�JDV�ZHOOV�WKURXJKRXW�WKH�PDMRU�JHRORJLF�EDVLQV�LQ�WKH�86��8QGHU�KLV�
OHDGHUVKLS�5R\DOH�EHFDPH�WKH�ODUJHVW�LQGHSHQGHQW�QDWXUDO�JDV�SURGXFHU�LQ�&DOLIRUQLD� 

 
 



ϴ 

521$/'�/,31,&.�_�,17(5,0�&+,()�),1$1&,$/�2)),&(5 

0U��/LSQLFN�KDV�EHHQ�ZLWK�7KH�&RPSDQ\�VLQFH�0D\������DQG�KDV�EHHQ�WKH�&RQWUROOHU�VLQFH�)HEUXDU\�������+H�
LV�UHVSRQVLEOH�IRU�WKH�&RPSDQ\¶V�DFFRXQWLQJ�RSHUDWLRQV�IURP�GDLO\�DFFRXQWLQJ�DFWLYLWLHV�DQG�JHQHUDO�OHGJHU�
UHFRQFLOLDWLRQ�WR�WKH�SUHSDUDWLRQ�RI�ILQDQFLDO�VWDWHPHQWV�IRU�WKH�&RPSDQ\¶V�6(&�TXDUWHUO\��24�DQG�\HDU-HQG�
��.�ILOLQJV��+H�DOVR�ZRUNV�FORVHO\�ZLWK�5R\DOH¶V�FHUWLILHG�SXEOLF�DFFRXQWDQWV�GXULQJ�WKHLU�\HDUO\�DXGLWV��5RQ�
KDV�PRUH�WKDQ����\HDUV�RI�H[SHULHQFH�LQ�WKH�DFFRXQWLQJ�ILHOG��+H�KDV�D�%DFKHORU�RI�6FLHQFH�LQ�$FFRXQWLQJ�DQG�D�
0DVWHU�RI�%XVLQHVV�$GPLQLVWUDWLRQ�LQ�)LQDQFH�IURP�2UDO�5REHUWV�8QLYHUVLW\��7XOVD��2NODKRPD�

12�3(56216�+$9(�%((1�$87+25,=('�72�*,9(�$1<�,1)250$7,21�25�72�0$.(�$1<�
5(35(6(17$7,216�27+(5�7+$1�7+26(�&217$,1('�,1�7+,6�0(025$1'80�,1�
&211(&7,21�:,7+�7+(�2))(5�$1'�6$/(�2)�7+(�81,76�'(6&5,%('�+(5(,1��$1'��,)�*,9(1�
25�0$'(��68&+�,1)250$7,21�25�5(35(6(17$7,216�0867�127�%(�5(/,('�8321�$6�
+$9,1*�%((1�$87+25,=('� 



ϵ 

Factors

Black Gold Development III 

5,6.6 

7KLV�LQYHVWPHQW�LV�VSHFXODWLYH�DQG�LQYROYHV�VXEVWDQWLDO�ULVN�IRU�LQYHVWRUV��>6HH�5LVN�)DFWRUV@� 

&21),'(17,$/,7< 

7KH�LQIRUPDWLRQ�FRQWDLQHG�LQ�WKLV�RIIHULQJ�PHPRUDQGXP�KDV�EHHQ�SUHSDUHG�DQG�LV�EHLQJ�IXUQLVKHG�E\�
WKH�FRPSDQ\�IRU�WKH�FRQILGHQWLDO�XVH�RI�SURVSHFWLYH�SXUFKDVHUV�LQ�FRQQHFWLRQ�ZLWK�WKLV�RIIHULQJ��$Q\�
UHSURGXFWLRQ�RU�GLVWULEXWLRQ�RI�WKLV�RIIHULQJ�PHPRUDQGXP��LQ�ZKROH�RU�LQ�SDUW��LV�SURKLELWHG� 

2))(56�72�385&+$6( 

$Q�RIIHU�WR�SXUFKDVH�WKH�XQLWV�GHVFULEHG�KHUHLQ�VKDOO�EH�PDGH�RQO\�WKURXJK�DQ�DXWKRUL]HG�VHFXULWLHV�
EURNHU-GHDOHU�RU�DXWKRUL]HG�HPSOR\HHV�RI�WKH�FRPSDQ\� 



ϭϬ 

BLACK GOLD DEVELOPMENT III

Offering 

%ODFN�*ROG�'HYHORSPHQW�,,,�2IIHULQJ�6XPPDU\ 
5R\DOH�(QHUJ\�LV�RIIHULQJ�WR�$FFUHGLWHG�,QYHVWRUV�D�GLUHFW�SDUWLFLSDWLRQ�LQ�WKH�GULOOLQJ�RI�LQILOO�
GHYHORSPHQWDO�ZHOOV��$Q�LQYHVWPHQW�ZLOO�FRQVLVW�RI�D�GLUHFW�ZRUNLQJ�LQWHUHVW�SDUWLFLSDWLRQ�LQ�WKUHH�
RLO�ZHOOV� 

'ULOOLQJ�/RFDWLRQ 
3UDGHUD�)XHJR�3URMHFW 

/RFDWHG�LQ�WKH�3HUPLDQ�%DVLQ��:HVW�RI�WKH�FLW\�RI�2GHVVD��(FWRU�&RXQW\��7H[DV���WKH�3UDGHUD�)XHJR�
3URMHFW�LV�GULOOLQJ�KRUL]RQWDO�ZHOOV�LQ�WKH�0LVVLVVLSSLDQ�VHFWLRQ�RI�WKH�%DUQHWW�6KDOH�  

5R\DOH�(QHUJ\�KDV�EHHQ�DEOH�WR�DFTXLUH�DQ�LQWHUHVW�LQ�WKH�3UDGHUD�)XHJR�3URMHFW�RSHUDWHG�E\�$UHV�
(QHUJ\��3UDGHUD�)XHJR�LV�D��������DFUH�VKDOH�SOD\�LQ�WKH�KHDUW�RI�RQH�RI�WKH�PRVW�DFWLYH�KRUL]RQWDO�
VKDOH�SOD\V�LQ�WKH�3HUPLDQ�%DVLQ� 

7KH�3HUPLDQ�%DVLQ�SURGXFHV�����PLOOLRQ�EDUUHOV�RI�RLO�SHU�GD\�FRQWULEXWLQJ�����RI�WRWDO�8�6��VXSSO\��  
7KH�5R\DOH�$UHV�DFUHDJH�SRVLWLRQ�LV�VXUURXQGHG�E\�IRXU�RI�WKH�ODUJHVW�VKDOH�RSHUDWRUV�LQ�7H[DV��WKDW�
LQFOXGHV�;72��WKH�VXEVLGLDU\�RI�([[RQ��ZLWK�������DFUHV�WR�RXU�1RUWK��2;<�86$�ZLWK��������DFUHV�
DGMDFHQW�WR�XV�RQ�WKH�(DVW��ZKHUH�&RQWLQHQWDO�5HVRXUFHV�LV�DOVR�GHYHORSLQJ��������DFUHV��DQG�
'LDPRQGEDFN�(QHUJ\�GHYHORSLQJ��������DFUHV�DGMDFHQW�WR�XV�RQ�WKH�6RXWK��VHH�SDJH����� 

,Q�%ODFN�*ROG�'HYHORSPHQW�,,,�ZH�ZLOO�EH�GULOOLQJ�WKUHH�KRUL]RQWDO�ZHOOV�LQ�WKH�VDPH�DUHD�DV�WKH�6ZHHW�
0HOLVVD��+��7KH�ZHOO�KDV�SURGXFHG�RYHU���������EDUUHOV�RI�RLO�DQG���������0&)�IURP�0DUFK�WR�
2FWREHU����PRQWKV���7KH�$QQD��+�DQG�WKH�$EE\�8QLW��+�DUH�DZDLWLQJ�FRPSOHWLRQ�EXW�ORRN�DV�JRRG�RU�
EHWWHU�WKDQ�WKH�6ZHHW�0HOLVVD�1H SULRU�WR�FRPSOHWLRQ�� 

&XUUHQWO\����ZHOOV�KDYH�EHHQ�GULOOHG�LQ�WKLV�SOD\�ZLWKRXW�D�VLQJOH�GU\�KROH� 



ϭϭ 

BLACK GOLD DEVELOPMENT III 

Offering   

 
3UDGHUD�)XHJR�-�7HUU\�8QLW��+ 

7KH�ILUVW�ZHOO��7HUU\�8QLW��+��LV�SRVLWLRQHG�LQ�WKH�VDPH�DUHD�DV�WKH�6ZHHW�0HOLVVD��+��$QQD��+�DQG�
$EE\�8QLW��+�DQG�EDVHG�RQ�RXU�VHLVPLF�DQG�VXEVXUIDFH�DQDO\VLV�KDV�D�VWURQJ�FKDQFH�RI�KDYLQJ�D�
VLPLODU�SHUIRUPDQFH�DV�WKH�6ZHHW�0HOLVVD��+� ,W�KDG�DQ�LQLWLDO�UDWH�RI�����EDUUHOV�RI�RLO�SHU�GD\�DQG�KDV�
SURGXFHG�RYHU���������EDUUHOV�DQG���������0&)�IURP�0DUFK�WKURXJK�2FWREHU����PRQWKV���7KH�ZHOO�
SDWK�ZLOO�EH�LQ�WKH�VDPH�IRUPDWLRQ�DV�WKH�SUHYLRXV�ZHOOV�ZLWK�VHLVPLF�LQWHUSUHWDWLRQ�LQGLFDWLQJ�QR�
FRQFHUQV�RI�HQFRXQWHULQJ�IDXOWV��%RUHKROH�SODFHPHQW�VKRXOG�EH�UHODWLYHO\�SUHGLFWDEOH��&RQVHTXHQWO\��
ZH�KDYH�H[SHFWDWLRQV�WKDW�WKH�7HUU\�8QLW��+�ZLOO�KDYH�VLPLODU�UHVXOWV�DV�WKH�6ZHHW�0HOLVVD��+�� 

 

3UDGHUD�)XHJR�-�%HFN\��+ 

7KH�VHFRQG�ZHOO��%HFN\��+��LV�SRVLWLRQHG�LQ�WKH�VDPH�DUHD�DV�WKH�6ZHHW�0HOLVVD��+��$QQD��+�DQG�
$EE\�8QLW��+�DQG�EDVHG�RQ�RXU�VHLVPLF�DQG�VXEVXUIDFH�DQDO\VLV�KDV�D�VWURQJ�FKDQFH�RI�KDYLQJ�VLPLODU�
SHUIRUPDQFH�DV�WKH�6ZHHW�0HOLVVD��+� ,W�KDG�DQ�LQLWLDO�UDWH�RI�����EDUUHOV�RI�RLO�SHU�GD\�DQG�KDV�
SURGXFHG�RYHU���������EDUUHOV�DQG���������0&)�IURP�0DUFK�WKURXJK�2FWREHU����PRQWKV���7KH�ZHOO�
SDWK�ZLOO�EH�LQ�WKH�VDPH�IRUPDWLRQ�DV�WKH�SUHYLRXV�ZHOOV�ZLWK�VHLVPLF�LQWHUSUHWDWLRQ�LQGLFDWLQJ�QR�
FRQFHUQV�RI�HQFRXQWHULQJ�IDXOWV��%RUHKROH�SODFHPHQW�VKRXOG�EH�UHODWLYHO\�SUHGLFWDEOH��&RQVHTXHQWO\��
ZH�KDYH�H[SHFWDWLRQV�WKDW�WKH�%HFN\��+�ZLOO�KDYH�VLPLODU�UHVXOWV�DV�WKH�6ZHHW�0HOLVVD��+�� 

 

3UDGHUD�)XHJR�-�$YD�8QLW��+ 

7KH�WKLUG�ZHOO��$YD�8QLW��+��LV�SRVLWLRQHG�LQ�WKH�VDPH�DUHD�DV�WKH�6ZHHW�0HOLVVD��+��$QQD��+�DQG�
$EE\�8QLW��+�DQG�EDVHG�RQ�RXU�VHLVPLF�DQG�VXEVXUIDFH�DQDO\VLV�KDV�D�VWURQJ�FKDQFH�RI�KDYLQJ�VLPLODU�
SHUIRUPDQFH�DV�WKH�6ZHHW�0HOLVVD��+� ,W�KDG�DQ�LQLWLDO�UDWH�RI�����EDUUHOV�RI�RLO�SHU�GD\�DQG�KDV�
SURGXFHG�RYHU���������EDUUHOV�DQG���������0&)�IURP�0DUFK�WKURXJK�2FWREHU����PRQWKV���7KH�ZHOO�
SDWK�ZLOO�EH�LQ�WKH�VDPH�IRUPDWLRQ�DV�WKH�SUHYLRXV�ZHOOV�ZLWK�VHLVPLF�LQWHUSUHWDWLRQ�LQGLFDWLQJ�QR�
FRQFHUQV�RI�HQFRXQWHULQJ�IDXOWV��%RUHKROH�SODFHPHQW�VKRXOG�EH�UHODWLYHO\�SUHGLFWDEOH��&RQVHTXHQWO\��
ZH�KDYH�H[SHFWDWLRQV�WKDW�WKH�$YD�8QLW��+�ZLOO�KDYH�VLPLODU�UHVXOWV�DV�WKH�6ZHHW�0HOLVVD��+�� 

 

 



ϭϮ 

PURCHASE PRICE   

Black Gold Development III 

(DFK�IXOO�XQLW�LV�EHLQJ�RIIHUHG�DW�WKH�SXUFKDVH�SULFH�RI����������SHU�XQLW�ZLWK�ò�DQG�ó�XQLWV�DOVR�
DYDLODEOH��(DFK�IXOO�XQLW��ò�XQLW�RU�ó�XQLW�ZLOO�FRQVLVW�RI�WKH�IROORZLQJ�� 

 

:(//�1$0( :25.,1*�,17(5(67������� 

2QH�����XQLW����������DQG�FRQVLVWV�RI�WKH�IROORZLQJ� 

5R\DOH�(QHUJ\�3UDGHUD�)XHJR�7HUU\�8QLW��+ �������� 

5R\DOH�(QHUJ\�3UDGHUD�)XHJR�%HFN\��+ �������� 

5R\DOH�(QHUJ\�3UDGHUD�)XHJR�$YD�8QLW��+ �������� 

2QH�+DOI�������XQLW�LV���������DQG�FRQVLVWV�RI�WKH�IROORZLQJ� 

5R\DOH�(QHUJ\�3UDGHUD�)XHJR�7HUU\�8QLW��+ �������� 

5R\DOH�(QHUJ\�3UDGHUD�)XHJR�%HFN\��+ �������� 

5R\DOH�(QHUJ\�3UDGHUD�)XHJR�$YD�8QLW��+ �������� 

2QH�4XDUWHU�������XQLW�LV���������DQG�FRQVLVWV�RI�WKH�IROORZLQJ� 

5R\DOH�(QHUJ\�3UDGHUD�)XHJR�7HUU\�8QLW��+ ��������� 

5R\DOH�(QHUJ\�3UDGHUD�)XHJR�%HFN\��+ ��������� 

5R\DOH�(QHUJ\�3UDGHUD�)XHJR�$YD�8QLW��+ �������� 



ϭϯ 

;dŚŝƐ�ƉĂŐĞ�ŚĂƐ�ďĞĞŶ�ůĞŌ�ďůĂŶŬ�ŝŶƚĞŶƟŽŶĂůůǇ͘Ϳ 



ϭϰ 

Black Gold Development III 
Pradera Fuego Oil Field 
 Permian Basin | Texas � 

7HFKQLFDO�'HVFULSWLRQ�� 
 3UDGHUD�)XHJR�2LO�)LHOG 

/RFDWHG�LQ�WKH�3HUPLDQ�%DVLQ��:HVW�RI�WKH�FLW\�RI�2GHVVD��(FWRU�&RXQW\��7H[DV���WKH�3UDGHUD�)XHJR�
3URMHFW�LV�GULOOLQJ�KRUL]RQWDO�ZHOOV�LQ�WKH�0LVVLVVLSSLDQ�VHFWLRQ�RI�WKH�%DUQHWW�6KDOH� ,Q�%ODFN�*ROG�,,,�ZH�
ZLOO�EH�GULOOLQJ�WKUHH�KRUL]RQWDO�ZHOOV�LQ�WKH�VDPH�DUHD�DV�WKH�6ZHHW�0HOLVVD��+�ZHOO�ZKLFK�LV�RQH�RI�WKH�
EHVW�ZHOOV�LQ�WKH�HQWLUH�SOD\�� 

5R\DOH�(QHUJ\�KDV�EHHQ�DEOH�WR�DFTXLUH�DQ�LQWHUHVW�LQ�WKH�3UDGHUD�)XHJR�3URMHFW�RSHUDWHG�E\�$UHV�
(QHUJ\��3UDGHUD�)XHJR�LV�D��������DFUH�VKDOH�SOD\�LQ�WKH�KHDUW�RI�RQH�RI�WKH�PRVW�DFWLYH�KRUL]RQWDO�VKDOH�
SOD\V�LQ�WKH�3HUPLDQ�%DVLQ� 7KH�3HUPLDQ�%DVLQ�SURGXFHV�����PLOOLRQ�EDUUHOV�RI�RLO�SHU�GD\�FRQWULEXWLQJ�
����RI�WRWDO�8�6��VXSSO\� 

7KH�5R\DOH�$UHV�DFUHDJH�SRVLWLRQ�LV�VXUURXQGHG�E\�IRXU�RI�WKH�ODUJHVW�RSHUDWRUV�LQ�7H[DV��WKDW�LQFOXGHV�
;72��WKH�VXEVLGLDU\�RI�([[RQ��ZLWK�������DFUHV�WR�RXU�1RUWK��2;<�86$�ZLWK��������DFUHV�DGMDFHQW�WR�
XV�RQ�WKH�(DVW��ZKHUH�&RQWLQHQWDO�5HVRXUFHV�LV�DOVR�GHYHORSLQJ��������DFUHV��DQG�'LDPRQGEDFN�(QHUJ\�
GHYHORSLQJ��������DFUHV�DGMDFHQW�WR�XV�RQ�WKH�6RXWK��VHH�SDJH������ 

7KH�SHDN�UDWH�IRU�WKH�6ZHHW�0HOLVVD��+�ZHOO�ZDV�����EDUUHOV�RI�RLO�DQG�������0&)�SHU�GD\�RI�QDWXUDO�
JDV�DQG�KDG�D����GD\�DYHUDJH�SURGXFWLRQ�UDWH�RI�����EDUUHOV�RI�RLO�DQG�������0&)�SHU�GD\�RI�QDWXUDO�JDV��
5HVHUYH�DQDO\VLV�LQGLFDWHV�WKH�³8OWLPDWH�5HFRYHU\´�WR�EH���������EDUUHOV�RI�RLO�DQG�����������0&)�RI�
JDV� 

$W�WKLV�WLPH��WKH�6ZHHW�0HOLVVD��+�LV�UHFHLYLQJ�D�
������EEO�SUHPLXP�RYHU�:7,�IRU�WKH ���$3,�
JUDYLW\�RLO�DQG�DQ�DGGLWLRQDO�SUHPLXP�IRU�LWV�������
00%78�QDWXUDO�JDV�� 

3UDGHUD�)XHJR�2LO�)LHOG� 

�ŶĚƌĞǁƐ� 



ϭϱ 

Lease Position 

PRADERA FUEGO FIELD

· 6LQFH�������WKH�HPHUJHQFH�DQG�SURJUHVVLRQ�RI�WKH�0LVVLVVLSSLDQ�SOD\�KDV�DFFHOHUDWHG�LQ�ERWK�$QGUHZV�
	�(FWRU�FRXQWLHV�����KRUL]RQWDO�0LVVLVVLSSLDQ�ZHOOV�KDYH�EHHQ�GULOOHG�DQG�FRPSOHWHG��

· 7ZR�QHZ�KLJK�UHVROXWLRQ��VWDWH�RI�WKH�DUW���'�VHLVPLF�VKRRWV�VSRQVRUHG�E\�2[\��;72��'LDPRQGEDFN�
DQG�&KHYURQ�KDYH�EHHQ�FRPSOHWHG�IRU�WKH�0LVVLVVLSSLDQ�%DUQHWW�VKDOH�SOD\�DUHD�ZLWKLQ�$QGUHZV�DQG�
(FWRU�&RXQWLHV�

· 2YHU�������VTXDUH�PLOH�GDWD�DFTXLVLWLRQ�DUHD�FRYHUV�DOO�RI�3UDGHUD�)XHJR¶V�DFUHDJH�SRVLWLRQ��6HLVPLF�
DQDO\VLV�LQGLFDWHV�VXEVWDQWLDO�WKLFNHQLQJ�RI�WKH�WDUJHWHG�VKDOH�SDFNDJH�

Ares / Royale 
“Pradera Fuego” 

10,045 



ϭϲ 

Black Gold Development Pro-
Pradera Fuego - Terry Unit 1H, Becky 1H and Ava Unit 1H 
 Permian Basin | Texas � 

/RFDWHG�LQ�WKH�3HUPLDQ�%DVLQ��:HVW�RI�WKH�FLW\�RI�2GHVVD��(FWRU�&RXQW\��7H[DV���WKH�3UDGHUD�)XHJR�
3URMHFW�LV�GULOOLQJ�KRUL]RQWDO�ZHOOV�LQ�WKH�0LVVLVVLSSLDQ�VHFWLRQ�RI�WKH�%DUQHWW�6KDOH��  
 
3UDGHUD�)XHJR�-�7HUU\�8QLW��+ 
7KH�ILUVW�ZHOO��7HUU\�8QLW��+��LV�SRVLWLRQHG�LQ�WKH�VDPH�DUHD�DV�WKH�6ZHHW�0HOLVVD��+��$QQD��+�DQG�$EE\�
8QLW��+�DQG�EDVHG�RQ�RXU�VHLVPLF�DQG�VXEVXUIDFH�DQDO\VLV�KDV�D�VWURQJ�FKDQFH�RI�KDYLQJ�D�VLPLODU�
SHUIRUPDQFH�DV�WKH�6ZHHW�0HOLVVD��+� ,W�KDG�DQ�LQLWLDO�UDWH�RI�����EDUUHOV�RI�RLO�SHU�GD\�DQG�KDV�SURGXFHG�
RYHU���������EDUUHOV�DQG���������0&)�IURP�0DUFK�WKURXJK�2FWREHU����PRQWKV���7KLV�ZHOO�LV�DOVR�
RIIVHWWLQJ�WZR�ZHOOV�GULOOHG�E\�2[\��WKUHH�ZHOOV�GULOOHG�E\�=DUYRQD�DQG�RQH�ZHOO�GULOOHG�E\�$UHV��7KH�
$YHUDJH�8OWLPDWH�5HFRYHULHV�DUH�H[SHFWHG�WR�H[FHHG���������EDUUHOV�RI�RLO�HTXLYDOHQW��7KH�ZHOO�SDWK�ZLOO�
EH�LQ�WKH�VDPH�IRUPDWLRQ�DV�WKH�SUHYLRXV�ZHOOV�ZLWK�VHLVPLF�LQWHUSUHWDWLRQ�LQGLFDWLQJ�QR�FRQFHUQV�RI�
HQFRXQWHULQJ�IDXOWV��%RUHKROH�SODFHPHQW�VKRXOG�EH�UHODWLYHO\�SUHGLFWDEOH��&RQVHTXHQWO\��ZH�KDYH�
H[SHFWDWLRQV�WKDW�WKH�7HUU\�8QLW��+�ZLOO�KDYH�VLPLODU�UHVXOWV�DV�WKH�6ZHHW�0HOLVVD��+�DQG�WKH�RWKHU�RIIVHW�
ZHOOV� 
 
3UDGHUD�)XHJR�-�%HFN\��+ 
7KH�VHFRQG�ZHOO��%HFN\��+��LV�SRVLWLRQHG�LQ�WKH�VDPH�DUHD�DV�WKH�6ZHHW�0HOLVVD��+��$QQD��+�DQG�$EE\�
8QLW��+�DQG�EDVHG�RQ�RXU�VHLVPLF�DQG�VXEVXUIDFH�DQDO\VLV�KDV�D�VWURQJ�FKDQFH�RI�KDYLQJ�VLPLODU�
SHUIRUPDQFH�DV�WKH�6ZHHW�0HOLVVD��+� ,W�KDG�DQ�LQLWLDO�UDWH�RI�����EDUUHOV�RI�RLO�SHU�GD\�DQG�KDV�SURGXFHG�
RYHU���������EDUUHOV�DQG���������0&)�IURP�0DUFK�WKURXJK�2FWREHU����PRQWKV���7KLV�ZHOO�LV�DOVR�
RIIVHWWLQJ�WZR�ZHOOV�GULOOHG�E\�2[\��WKUHH�ZHOOV�GULOOHG�E\�=DUYRQD�DQG�RQH�ZHOO�GULOOHG�E\�$UHV��7KH�
$YHUDJH�8OWLPDWH�5HFRYHULHV�DUH�H[SHFWHG�WR�H[FHHG���������EDUUHOV�RI�RLO�HTXLYDOHQW��7KH�ZHOO�SDWK�ZLOO�
EH�LQ�WKH�VDPH�IRUPDWLRQ�DV�WKH�SUHYLRXV�ZHOOV�ZLWK�VHLVPLF�LQWHUSUHWDWLRQ�LQGLFDWLQJ�QR�FRQFHUQV�RI�
HQFRXQWHULQJ�IDXOWV��%RUHKROH�SODFHPHQW�VKRXOG�EH�UHODWLYHO\�SUHGLFWDEOH��&RQVHTXHQWO\��ZH�KDYH�
H[SHFWDWLRQV�WKDW�WKH�%HFN\��+�ZLOO�KDYH�VLPLODU�UHVXOWV�DV�WKH�6ZHHW�0HOLVVD��+�DQG�WKH�RWKHU�RIIVHW�
ZHOOV� 
 
3UDGHUD�)XHJR�-�$YD�8QLW��+ 
7KH�WKLUG�ZHOO��$YD�8QLW��+��LV�SRVLWLRQHG�LQ�WKH�VDPH�DUHD�DV�WKH�6ZHHW�0HOLVVD��+��$QQD��+�DQG�$EE\�
8QLW��+�DQG�EDVHG�RQ�RXU�VHLVPLF�DQG�VXEVXUIDFH�DQDO\VLV�KDV�D�VWURQJ�FKDQFH�RI�KDYLQJ�VLPLODU�
SHUIRUPDQFH�DV�WKH�6ZHHW�0HOLVVD��+� ,W�KDG�DQ�LQLWLDO�UDWH�RI�����EDUUHOV�RI�RLO�SHU�GD\�DQG�KDV�SURGXFHG�
RYHU���������EDUUHOV�DQG���������0&)�IURP�0DUFK�WKURXJK�2FWREHU����PRQWKV���7KLV�ZHOO�LV�DOVR�
RIIVHWWLQJ�WZR�ZHOOV�GULOOHG�E\�2[\��WKUHH�ZHOOV�GULOOHG�E\�=DUYRQD�DQG�RQH�ZHOO�GULOOHG�E\�$UHV��7KH�
$YHUDJH�8OWLPDWH�5HFRYHULHV�DUH�H[SHFWHG�WR�H[FHHG���������EDUUHOV�RI�RLO�HTXLYDOHQW��7KH�ZHOO�SDWK�ZLOO�
EH�LQ�WKH�VDPH�IRUPDWLRQ�DV�WKH�SUHYLRXV�ZHOOV�ZLWK�VHLVPLF�LQWHUSUHWDWLRQ�LQGLFDWLQJ�QR�FRQFHUQV�RI�
HQFRXQWHULQJ�IDXOWV��%RUHKROH�SODFHPHQW�VKRXOG�EH�UHODWLYHO\�SUHGLFWDEOH��&RQVHTXHQWO\��ZH�KDYH�
H[SHFWDWLRQV�WKDW�WKH�$YD�8QLW��+�ZLOO�KDYH�VLPLODU�UHVXOWV�DV�WKH�6ZHHW�0HOLVVD��+�DQG�WKH�RWKHU�RIIVHW�
ZHOOV� 
� 
7KHUH�KDYH�EHHQ����KRUL]RQWDO�0LVVLVVLSSLDQ�ZHOOV�GULOOHG�VLQFH�1RYHPEHU������ZLWKRXW�D�VLQJOH�GU\�
KROH�� 

 

Black Gold Development III Prospects  



ϭϳ 

Arial View - Pradera Fuego Well Location 
Terry Unit 1H, Becky 1H and Ava Unit 1H Prospects 

PRADERA FUEGO FIELD

%ODFN�*ROG�,, 
$EE\�8QLW��+ 
5HFHQWO\�'ULOOHG 

6ZHHW�0HOLVVD��+�
3URGXFLQJ 

%ODFN�*ROG�,, 
$QQD��+ 

5HFHQWO\�'ULOOHG 

%ODFN�*ROG�,,, 
3URVSHFW� 
%HFN\��+ 

%ODFN�*ROG�,,, 
3URVSHFW 

7HUU\�8QLW��+ 

%ODFN�*ROG�,,,�
3URVSHFW 

$YD�8QLW��+ 



ϭϴ 

Terry Unit 1H and Becky 1H Prospects 
Seismic Considerations 

PRADERA FUEGO FIELD

dĞƌƌǇ�hŶŝƚ�ϭ, 

6HLVPLF�,QWHUSUHWDWLRQ� 

· 7KH�7HUU\�8QLW��+�DQG�%HFN\��+�ZLOO�EH�GULOOHG�LQ�D�1RUWK�WR�6RXWK�GLUHFWLRQ��%RWK�DUH�SODQQHG�WR�EH�
����PLOH�KRUL]RQWDO�0LVVLVVLSSL�ZHOOV�

· 2LO�UHVHUYHV�DUH�SURMHFWHG�WR�EH�VLPLODU�WR�WKH�SUHYLRXV�ZHOOV�GULOOHG�LQ�WKH�3UDGHUD�)XHJR�3URMHFW�DW�
JUHDWHU�WKDQ�����������EDUUHOV�RI�RLO�HTXLYDOHQW��

· &XUUHQWO\����DFWLYH�ZHOO�SHUPLWV�IRU�WKH�0LVVLVVLSSLDQ�KRUL]RQWDOV�KDYH�EHHQ�ILOHG�E\�2[\�� 

������'LDPRQGEDFN��=DUYRQD��)DVNHQ�2LO�	�*DV��DQG�$UHV�LQ�WKH�DUHD�RI�WKH�%ODFN�*ROG�,,,�ZHOOV�� 

�ĞĐŬǇ�ϭ, 



ϭϵ 

Terry Unit 1H Prospect - Seismic Interpretation 

PRADERA FUEGO FIELD

6HLVPLF�$5%�/LQH� 

· 6HLVPLF�UHIOHFWLRQ�DORQJ�WKH�7HUU\�8QLW��+�ZHOO�SDWK�

11: ���66( 

�'�6HLVPLF�VOLFH�RI�WKH�0LVVLVVLSSLDQ�RLO�IRUPDWLRQ� 



ϮϬ 

Recently Drilled Wells 
Sweet Melissa 1H, Anna 1H, Abby Unit 1H 

PRADERA FUEGO FIELD

· 7KH�6ZHHW�0HOLVVD��+�LV�SURMHFWHG�WR�UHFRYHU���������EDUUHOV�RI�RLO�����������0&)�RI�JDV��,W�KDG�D����
GD\�SURGXFWLRQ�DYHUDJH�RI�����EDUUHOV�RI�RLO�SHU�GD\�DQG�������0&)�SHU�GD\�

· 7KH�$QQD��+�LV�SURMHFWHG�WR�UHFRYHU�����������EDUUHOV�RI�RLO�DQG�����������0&)�RI�JDV��,QLWLDO�UDWHV�DUH�
H[SHFWHG�WR�H[FHHG�����EDUUHOV�RI�RLO�SHU�GD\�DQG�������0&)�SHU�GD\�

· 7KH�$EE\�8QLW��+�LV�SURMHFWHG�WR�UHFRYHU���������EDUUHOV�RI�RLO�DQG�����������0&)�RI�JDV��,QLWLDO�UDWHV�
DUH�H[SHFWHG�WR�H[FHHG�����EDUUHOV�RI�RLO�SHU�GD\�DQG�������0&)�SHU�GD\�

�ďďǇ�hŶŝƚ�ϭ, 

�ǀĂ�
hŶŝƚ�ϭ, 

^ǁĞĞƚ�DĞůŝƐƐĂ�ϭ, 



Ϯϭ 

Sweet Melissa 1H Recently Drilled 

PRADERA FUEGO FIELD

:HOO�6XPPDU\�� 

· 7KH�6ZHHW�0HOLVVD��+�LV�WKH�ILUVW�KRUL]RQWDO�0LVVLVVLSSLDQ�ZHOO�GULOOHG�DQG�FRPSOHWHG�LQ�WKH�$UHV�(Q�
HUJ\��/7'�RSHUDWHG�3UDGHUD�)XHJR�3URMHFW�ORFDWHG�LQ�WKH�3HUPLDQ�%DVLQ��:HVW�RI�WKH�FLW\�RI�2GHVVD��
(FWRU�&RXQW\��7H[DV��

· 7KH�ZHOO�ZDV�GULOOHG�WR�D�7RWDO�0HDVXUHG�'HSWK�RI��������IW���UHTXLULQJ����GD\V��7UXH�9HUWLFDO�'HSWK�
ZDV��������IW��ZLWK�D�KRUL]RQWDO�OHQJWK�RI��������IW�

· 2YHU������PLOOLRQ�SRXQGV�RI�VDQG�DQG���������EDUUHOV�RI�IUHVK�ZDWHU�ZHUH�SXPSHG�ZLWK����LQGLYLGXDO�
IUDFV�RYHU�D����GD\�SHULRG�����KU��RSHUDWLRQ��

· )ORZ-EDFN�ZDV�LQLWLDWHG�ZLWK�LQLWLDO�SUHVVXUHV�RI�������SVL�DQG�SHDN�IORZLQJ�UDWH�RI�������EDUUHOV�RI�
WRWDO�IOXLG�SHU�GD\��3HDN�IORZLQJ�RLO�UDWH�ZDV�����EDUUHOV�RI�RLO�DQG�������0&)�SHU�GD\�DQG���-GD\�
DYHUDJH�SURGXFWLRQ�UDWH�RI�����EDUUHOV�RI�RLO�SHU�GD\�
DQG�������0&)�SHU�GD\�

· :HOO�LV�FXUUHQWO\�RQ�JDV�OLIW�DQG�H[SHFWHG�WR�XOWL�
PDWHO\�UHFRYHU���������EDUUHOV�RI�RLO�DQG�����������
0&)�RI�JDV�

· :HOO�KDV�UHFRYHUHG�RYHU���������EDUUHOV�RI�RLO�DQG�
��������0&)�IURP�0DUFK�WKURXJK�2FWREHU����
PRQWKV��

:HOO�&RPSOHWLRQ� 

· 7KH�6ZHHW�0HOLVVD��+�ZDV�WKH�ILUVW�KRUL]RQWDO�0LV�
VLVVLSSLDQ�ZHOO�GULOOHG�DQG�FRPSOHWHG�LQ�WKH�$UHV�
(QHUJ\��/7'�RSHUDWHG�3UDGHUD�)XHJR�3URMHFW�ORFDW�
HG�LQ�WKH�3HUPLDQ�%DVLQ��:HVW�RI�WKH�FLW\�RI�2GHV�
VD��(FWRU�&RXQW\��7H[DV��

· )ORZ-EDFN�ZDV�LQLWLDWHG�ZLWK�LQLWLDO�SUHVVXUHV�RI�
������SVL�DQG�SHDN�IORZLQJ�UDWH�RI�������EDUUHOV�RI�
WRWDO�IOXLG�SHU�GD\�DQG�SHDN�GDLO\�IORZLQJ�UDWHV�RI�
����EDUUHOV�RI�RLO�DQG�����������0&)�

5HVHUYH�(VWLPDWH�DQG�$QDO\VLV�� 

· %DVHG�RQ�QRUPDOL]HG�SURGXFWLRQ�SHUIRUPDQFH�
FXUYHV��³7\SH�&XUYH´��IURP�RIIVHW�ZHOOV�E\�2[\��
=HUYRQD�DQG�'LDPRQGEDFN��WKH�6ZHHW�0HOLVVD��+�
LV�H[SHFWHG�WR�UHFRYHU���������EDUUHOV�RI�RLO�DQG�
����������0&)�

· 7KH�6ZHHW�0HOLVVD�1H KDG�D���-GD\�SURGXFWLRQ�
UDWH�RI�����EDUUHOV�RI�RLO�SHU�GD\�DQG�������0&)�
SHU�GD\�



ϮϮ 

Sweet Melissa 1H Recently Drilled - Well Design 

PRADERA FUEGO FIELD

:HOO�&RQVWUXFWLRQ�'HVLJQ 

· 7KH�ZHOO�ZDV�GULOOHG�WR�D�WRWDO�PHDVXUHG�GHSWK�RI��������IW��UHTXLULQJ����GD\V�
· 7KH�9HUWLFDO�'HSWK�ZDV��������IW��ZLWK�D�KRUL]RQWDO�OHQJWK�RI��������IW�



Ϯϯ 

Sweet Melissa 1H Recently Drilled  
Well Path and Geologic Target 

PRADERA FUEGO FIELD 

:HOO�3DWK�� 
· 7KH�ODWHUDO�H[SHULHQFHG�D�����IW��YHUWLFDO�GURS�RYHU�D��-PLOH�KRUL]RQWDO�GLVWDQFH� 
· $5(6�ZDV�DEOH�WR�PDLQWDLQ�WKH�ZHOOERUH�ZLWKLQ�WKH�GHVLUHG����IW��WKLFN�%-��]RQH�DORQJ�WKH�HQWLUH��������
IW��ODWHUDO�SDWK� 

Geologic Target: Targeting the Lower Mississippian B - 2 Zone 

0LVVLVVLSSLDQ�
RLO�SD\�LQ�
JUHHQ� 



Ϯϰ 

Anna 1H Recently Drilled  

PRADERA FUEGO FIELD 

 
:HOO�6XPPDU\�� 

· 7KH�$QQD��+�LV�D�KRUL]RQWDO�0LVVLVVLSSLDQ�ZHOO�GULOOHG�LQ�WKH�$UHV�(QHUJ\��/7'�RSHUDWHG�3UDGHUD�)XH�
JR�3URMHFW�ORFDWHG�LQ�WKH�3HUPLDQ�%DVLQ��:HVW�RI�WKH�FLW\�RI�2GHVVD��(FWRU�&RXQW\��7H[DV�� 

· 7KH�ZHOO�ZDV�GULOOHG�WR�D�7RWDO�0HDVXUHG�'HSWK�RI��������IW���7UXH�9HUWLFDO�'HSWK�ZDV��������IW��ZLWK�D�
KRUL]RQWDO�OHQJWK�RI��������IW��7KH�$QQD��+�LV�WKH�VHFRQG�ORQJHVW�LQ�WRWDO�OHQJWK�DQG�WKH�ORQJHVW�LQ�ODW�
HUDO�OHQJWK�RI�DQ\�0LVVLVVLSSLDQ�%DUQHWW�ZHOO�LQ�$QGUHZV�RU�(FWRU�&RXQW\��WRWDO�RI����ZHOOV��� 

 

 
 

 

 

 



Ϯϱ 

Anna 1H Recently Drilled - Well Design 

PRADERA FUEGO FIELD 

 

:HOO�&RQVWUXFWLRQ�'HVLJQ� 

· 7KH�ZHOO�ZDV�GULOOHG�WR�D�7RWDO�0HDVXUHG�'HSWK�RI��������IW���UHTXLULQJ����GD\V� 
· 7UXH�9HUWLFDO�'HSWK�ZDV��������IW��ZLWK�KRUL]RQWDO�OHQJWK�RI��������IW� 
 
 



Ϯϲ 

The Anna 1H Recently Drilled  

PRADERA FUEGO FIELD 

· 7KH�$QQD��+�ZDV�GULOOHG�1RUWK�WR�6RXWK��QHJRWLDWLQJ�D�VWHHSO\�GLSSLQJ�'HYRQLDQ�VWUXFWXUH�WR�WKH�ZHVW� 

· 3UR[LPLW\�WR�WKH�'HYRQLDQ�VWUXFWXUH�PD\�HQKDQFH�WKH�SURGXFWLYLW\�RI�WKH�ZHOO�GXH�WR�WKH�QDWXUDO�IUDFWXULQJ�
HQFRXQWHUHG�DORQJ�WKH�HQWLUHW\�RI�WKH�KRUL]RQDO�OHJ�RI�WKH�ZHOOERUH� 

· %DVHG�RQ�WKH�UHODWLYH�SRVLWLRQ�RI�WKH�ZHOOERUH�WR�IROGLQJ�RI�WKH�'HYRQLDQ�VWUXFWXUH��WKH�EHQHILWV�RI�QDWXUDO�
IUDFWXULQJ�H[SHULHQFHG�E\�WKH�6ZHHW�0HOLVVD��+�DFURVV�WKH�IROG�ZHUH�HQFRXQWHUHG�DORQJ�WKH�HQWLUH�OHQJWK�
RI�WKH�ZHOOERUH. 

 

 

�ǀĂ�
hŶŝƚ�ϭ, 

�ďďǇ�hŶŝƚ�ϭ, 

^ǁĞĞƚ�DĞůŝƐƐĂ�ϭ, 



Ϯϳ 

Anna 1H Recently Drilled  
Well Path and Geologic Target 

PRADERA FUEGO FIELD 

:HOO�3DWK�� 

· 7KH�ODWHUDO�ZDV�GULOOHG�LQ�D�1RUWK�WR�6RXWK�GLUHFWLRQ�DORQJ�WKH�VWHHSO\�'HYRQLDQ�VWUXFWXUH�WR�WKH�:HVW� 

· $UHV�ZDV�DEOH�WR�PDLQWDLQ�WKH�ZHOO�ERUH�ZLWKLQ�WKH�GHVLUHG����IW��WKLFN�%-��]RQH�DORQJ�WKH�HQWLUH��������
IW��ODWHUDO�SDWK�� 

· ,W�DSSHDUV�WKH�UHODWLYH�WKLFNQHVV�RI�WKH�0LVVLVVLSSLDQ�VKDOH�SDFNDJH�LV�JUHDWHU�WKDQ�LQ�WKH�6ZHHW�0HOLVVD�
�+� 

5HVHUYH�(VWLPDWH� 

· %DVHG�RQ�QRUPDOL]HG�SURGXFWLRQ�SHUIRUPDQFH�FXUYHV��³7\SH�&XUYH´��IURP�ZHOOV�E\�2[\��=DUYRQD��
'LDPRQGEDFN�DQG�WKH�6ZHHW�0HOLVVD��+��WKH�$QQD��+�LV�SURMHFWHG�WR�³XOWLPDWHO\´�UHFRYHU�DSSUR[L�
PDWHO\�����������EDUUHOV�RI�RLO�DQG����������0&)� 

· ,QLWLDO���-GD\�SURGXFWLRQ�UDWHV�FRXOG�H[FHHG�����EDUUHOV�RI�RLO�SHU�GD\�DQG�������0&)�SHU�GD\� 

 

0LVVLVVLSSLDQ�RLO�SD\�LQ�JUHHQ� 



Ϯϴ 

Abby Unit 1H Recently Drilled  
 

PRADERA FUEGO FIELD 

:HOO�6XPPDU\� 

· 7KH�$EE\�8QLW��+�LV�WKH�WKLUG�KRUL]RQWDO�0LVVLVVLSSLDQ�ZHOO�GULOOHG�E\�$UHV�(QHUJ\��/7'�LQ�WKH�
3UDGHUD�)XHJR�3URMHFW� 

· 7KH�$EE\�8QLW��+�ZDV�VSXG�RQ�6HSWHPEHU����������XVLQJ�1DERUV�5LJ��0����� 

:HOO�&RQVWUXFWLRQ�'HVLJQ� 

· 7KH�ZHOO�ZDV�GULOOHG�WR�7RWDO�0HDVXUHG�'HSWK�RI��������IW��UHTXLULQJ����GD\V� 

· �7UXH�9HUWLFDO�'HSWK�ZDV��������IW��ZLWK�D�KRUL]RQDO�OHQJWK�RI��������IW� 

· &RPSOHWLRQ�RSHUDWLRQV�DUH�WDUJHWHG�IRU�HDUO\�-DQXDU\������ 



Ϯϵ 

Abby Unit 1H Recently Drilled  
Seismic Interpretation 

PRADERA FUEGO FIELD 

6HLVPLF�,QWHUSUHWDWLRQ�� 

· 7KH�$EE\�8QLW��+�ZDV�GULOOHG�LQ�D�1RUWK�WR�6RXWK�GLUHFWLRQ�DORQJ�WKH�VWHHSO\�GLSSLQJ�'HYRQLDQ�
VWUXFWXUH�WR�WKH�ZHVW�� 

· 7KH�$EE\�8QLW��+�LV�DSSUR[LPDWHO\�������IW��HDVW�RI�WKH�$QQD��+� 

· 'XULQJ�WKH�GULOOLQJ�RI�WKH�ODWHUDO��VDPSOH�RLO�VKRZV�ZHUH�WKH�EHVW�VHHQ�VR�IDU��0XG�ORJJHUV�ZLW�
QHVVHG�XS�WR�����XQLWV�RI�JDV�
DQG�EOHHGLQJ�RLO�IURP�WKH�VDP�
SOHV�� 

 

�ǀĂ�hŶŝƚ�
ϭ, 

�ďďǇ�hŶŝƚ�ϭ, 

^ǁĞĞƚ�DĞůŝƐƐĂ�ϭ, 



ϯϬ 

Abby Unit 1H Recently Drilled  
Well Path and Geologic Target 

PRADERA FUEGO FIELD 

:HOO�3DWK�� 
· $UHV�ZDV�DEOH�WR�PDLQWDLQ�WKH�ZHOO�ERUH�ZLWKLQ�WKH�GHVLUHG����IW��WKLFN�%-��]RQH�DORQJ�WKH�HQWLUH��������

IW��ODWHUDO�SDWK�� 

5HVHUYH�(VWLPDWH� 

· %DVHG�RQ�QRUPDOL]HG�SURGXFWLRQ�SHUIRUPDQFH�FXUYHV��³7\SH�&XUYH´��IURP�ZHOOV�E\�2[\��=DUYRQD��
'LDPRQGEDFN�DQG�WKH�6ZHHW�0HOLVVD��+��WKH�$QQD��+�LV�SURMHFWHG�WR�³XOWLPDWHO\´�UHFRYHU��DSSUR[L�
PDWHO\���������EDUUHOV�RI�RLO�DQG�����������0&)�� 

· ,QLWLDO���-GD\�SURGXFWLRQ�UDWHV�FRXOG�H[FHHG�����EDUUHOV�RI�RLO�SHU�GD\�DQG�������0&)�SHU�GD\� 

0LVVLVVLSSLDQ�RLO�SD\�LQ�JUHHQ� 



ϯϭ 

;dŚŝƐ�ƉĂŐĞ�ŚĂƐ�ďĞĞŶ�ůĞŌ�ďůĂŶŬ�ŝŶƚĞŶƟŽŶĂůůǇ͘Ϳ 



ϯϮ 

OFFERING  

Black Gold Development III 

    

 ���������� ���������� 

     

 �������� �������� 

   

 ���������� ���������� 

5R\DOH�ZLOO�KDYH�WKUHH�RLO�ZHOOV�GULOOHG�DQG�FRPSOHWHG��&RPSOHWLRQ�ZLOO�EH�DWWHPSWHG�RQ�WKH�ZHOOV�LI�WKH�
LQIRUPDWLRQ�REWDLQHG�IRU�WKH�IRUPDWLRQ�DSSHDUV�VXIILFLHQWO\�SRVLWLYH��,W�LV�DQWLFLSDWHG�WKDW�WKH�ZHOOV�ZLOO�EH�
FRPSOHWHG��7KHUH�FDQ�EH�QR�DVVXUDQFH��KRZHYHU��WKDW�DQ\�ZHOO�ZLOO�EH�FRPPHUFLDOO\�SURGXFWLYH� 
 
,668(5�� 
5R\DOH�(QHUJ\� 
�����+LOWRQ�+HDG�5G��6XLWH���� 
(O�&DMRQ��&$������ 
3KRQH�����������-���� 
 
81,76�2))(5(' 
7KH�&RPSDQ\�LV�RIIHULQJ�������XQLWV��DW����������SHU�XQLW��RI�IUDFWLRQDO�XQGLYLGHG�ZRUNLQJ�LQWHUHVWV�LQ�WKH�
ULJKWV�DQG�ZHOOV�WR�EH�DFTXLUHG�DQG�GULOOHG�LQ�7H[DV� 
 
7KH�³VXEMHFW�ZHOOV´�PHDQV�WKH�IROORZLQJ�� 
����3UDGHUD�)XHJR��7HUU\�8QLW��+��RLO�ZHOO��(FWRU�FRXQW\�7H[DV�� 
����3UDGHUD�)XHJR��%HFN\��+��RLO�ZHOO��(FWRU�FRXQW\�7H[DV�� 
����3UDGHUD�)XHJR��$YD�8QLW��+��RLO�ZHOO��(FWRU�FRXQW\�7H[DV�� 
 
7KH�&RPSDQ\�PD\�LQ�LWV�VROH�GLVFUHWLRQ�GHFLGH�WR�LQFUHDVH�WKH�³0D[LPXP�2IIHULQJ´�WR�������XQLWV��
)UDFWLRQDO�XQLW�SXUFKDVHV�PD\�EH�DFFHSWHG�DW�WKH�GLVFUHWLRQ�RI�WKH�&RPSDQ\�� 
 
8QLWV�DUH�EHLQJ�RIIHUHG�E\�WKH�&RPSDQ\�WKURXJK�DXWKRUL]HG�HPSOR\HHV�RI�WKH�&RPSDQ\��7KH�&RPSDQ\�PD\�
HOHFW�WR�HQJDJH�RWKHU�EURNHU�GHDOHUV�ZKR�DUH�PHPEHUV�RI�),15$��³6HOOLQJ�%URNHUV´��WKDW�PD\�RIIHU�VXFK�
XQLWV�RQ�D�³EHVW�HIIRUWV´�EDVLV��6HOOLQJ�%URNHUV�VKDOO�EH�SDLG�D�FRPPLVVLRQ�RQ�XQLWV�VROG�WKURXJK�WKHP�XS�WR�
VL[�SHUFHQW������RI�WKH�WRWDO�XQLWV�VROG�E\�VXFK�6HOOLQJ�%URNHU��7KH�RIIHULQJ�LV�RQO\�PDGH�WR�DFFUHGLWHG�
LQYHVWRUV�ZKR�PHHW�FHUWDLQ�VXLWDELOLW\�VWDQGDUGV�GHVFULEHG�KHUHLQ� 
 
86(�2)�352&(('6 
7KH�IROORZLQJ�WDEOH�HVWLPDWHV�WKH�XVH�RI�WKH�SURFHHGV�RI�WKH�RIIHULQJ��DVVXPLQJ�WKH�PD[LPXP�QXPEHU�RI�
XQLWV�DUH�VROG� 



ϯϯ 

TERMS AND AGREEMENT  

Black Gold Development III 

RISK FACTORS 

<RX�VKRXOG�UHFRJQL]H�WKDW�RLO�DQG�JDV�H[SORUDWLRQ�DQG�GULOOLQJ�LV�D�KLJK-ULVN�HQWHUSULVH��,QYHVWPHQW�LQ�WKH�8QLWV�
RI�ZRUNLQJ�LQWHUHVW�LQ�WKH�VXEMHFW�ZHOOV��WKH�³XQLWV´��LV�UHFRPPHQGHG�RQO\�IRU�SHUVRQV�ZKR�DUH�SUHSDUHG�WR�
DVVXPH�WKH�VXEVWDQWLDO�ULVNV�GLVFXVVHG�LQ�WKLV�6HFWLRQ�DQG�HOVHZKHUH�LQ�WKLV�0HPRUDQGXP��7KH�QDWXUH�RI�WKHVH�
ULVNV�UHTXLUHV�\RX�WR�EH�LQ�D�SRVLWLRQ��D��WR�KROG�WKH�8QLWV�IRU�D�VXEVWDQWLDO�QXPEHU�RI�\HDUV��DQG��E��WR�DEVRUE�
WKH�SRVVLEOH�FRPSOHWH�ORVV�RI�WKH�LQYHVWPHQW� 

 
5,6.6�5(/$7,1*�72�7+(�385&+$6(�2)�2,/�$1'�*$6�,19(670(176�*(1(5$//< 
6SHFXODWLYH�1DWXUH�RI�2LO�DQG�*DV�'ULOOLQJ�DQG�'HYHORSPHQW�$FWLYLWLHV��1DWXUDO�DQG�2WKHU�+D]DUGV��
([SORUDWLRQ��GULOOLQJ��DQG�GHYHORSPHQW�RI�RLO�DQG�JDV�SURSHUWLHV�LV�QRW�DQ�H[DFW�VFLHQFH�DQG�LQYROYHV�D�KLJK�
GHJUHH�RI�ULVN��7KH�&RPSDQ\�FDQQRW�EH�VXUH�WKDW�RLO�RU�JDV�ZLOO�EH�IRXQG�RU�WKDW��LI�IRXQG��VXIILFLHQW�RLO�RU�JDV�
SURGXFWLRQ�ZLOO�EH�REWDLQHG�WR�HQDEOH�\RX�WR�UHFRXS�\RXU�LQYHVWPHQW�LQ�WKH�8QLWV��7KH�UHVXOWV�RI�DQ\�ZHOO�
FDQQRW�EH�GHWHUPLQHG�LQ�DGYDQFH��'XULQJ�WKH�GULOOLQJ�DQG�FRPSOHWLRQ�RI�WKH�SURVSHFW��KD]DUGV�PD\�EH�
HQFRXQWHUHG�ZKLFK�LQFOXGH�XQXVXDO�RU�XQH[SHFWHG�IRUPDWLRQV��SUHVVXUHV��RU�RWKHU�FRQGLWLRQV��EORZ-RXWV��ILUHV��
IDLOXUH�RI�HTXLSPHQW��DQG�GRZQKROH�FROODSVHV��$�ZHOO�PD\�DOVR�EH�UXLQHG�RU�UHQGHUHG�GU\�RU�QRQ-FRPPHUFLDO�
GXULQJ�HLWKHU�GULOOLQJ�RU�FRPSOHWLRQ�GXH�WR�WHFKQLFDO�RU�PHFKDQLFDO�GLIILFXOWLHV��6KRXOG�D�ZHOO�EH�VXFFHVVIXOO\�
GULOOHG�WR�WKH�UHTXLUHG�GHSWK��DQG�WHVWV�WKHUHDIWHU�LQGLFDWH�K\GURFDUERQ-EHDULQJ�IRUPDWLRQV�ZLWK�VXIILFLHQW�
SRURVLW\�DQG�SHUPHDELOLW\�WR�ZDUUDQW�FRPSOHWLRQ��WKHUH�LV�VWLOO�QR�DVVXUDQFH�WKDW�SURGXFWLRQ�ZLOO�EH�REWDLQHG�RU�
WKDW�DQ\�RU�DOO�VXPV�H[SDQGHG�WKHUHRQ�ZLOO�EH�UHFRXSHG�WKURXJK�SURGXFWLRQ� 

 
,PSRUWDQFH�RI�)XWXUH�3ULFH��6XSSO\��DQG�'HPDQG��7KH�HFRQRPLFV�RI�QDWXUDO�JDV�DQG�FUXGH�RLO�SURGXFWLRQ�
DUH�DIIHFWHG�RU�PD\�EH�DIIHFWHG�LQ�WKH�IXWXUH�E\�D�QXPEHU�RI�IDFWRUV��LQFOXGLQJ��L��WKH�JHQHUDO�GHPDQG�LQ�WKH�
HFRQRP\�IRU�HQHUJ\�IXHOV���LL��JRYHUQPHQWDO�SROLFLHV�ZLWK�UHVSHFW�WR�FUXGH�RLO�LPSRUWV�DQG�RWKHU�IDFWRUV�
DIIHFWLQJ�SRWHQWLDO�FRPSHWLWLRQ�IURP�IRUHLJQ�VRXUFHV�RI�QDWXUDO�JDV�DQG�FUXGH�RLO�DQG�FRPSHWLQJ�IXHOV���LLL��
JRYHUQPHQWDO�UHJXODWLRQ�RI�SULFHV�IRU�QDWXUDO�JDV�DQG�FUXGH�RLO���LY��VWDWH�UHJXODWLRQV�DIIHFWLQJ�DOORZDEOH�UDWHV�
RI�SURGXFWLRQ��ZHOO�VSDFLQJ�DQG�RWKHU�IDFWRUV���Y��SULFH�DQG�DYDLODELOLW\�RI�DOWHUQDWLYH�IXHOV��DQG��YL��DYDLODELOLW\�
RI�SLSHOLQH�FDSDFLW\��,I�VXFK�IOXFWXDWLRQV�FRQWLQXH�RU�WKH�SULFH�RI�FUXGH�RLO�RU�QDWXUDO�JDV�LQFUHDVHV�RU�GHFUHDVHV��
WKH\�PD\�DIIHFW�WKH�SURILWDELOLW\�RI�DQ�LQYHVWPHQW�LQ�WKH�8QLWV��7KH�FRPSDQ\�FDQ�QRW�SUHGLFW�IXWXUH�RLO�DQG�JDV�
SULFHV�ZKLFK�DUH�GHSHQGDQW�RQ�QXPHURXV�IDFWRUV�EH\RQG�WKH�FRPSDQ\
V�FRQWURO�� 

 
7KH�6XEMHFW�:HOOV�DQG�WKH�&RPSDQ\�DUH�6XEMHFW�WR�)HGHUDO��6WDWH��DQG�/RFDO�/DZV�DQG�5HJXODWLRQV��7KH�
&RPSDQ\¶V�SURSRVHG�RSHUDWLRQV��LQFOXGLQJ�GULOOLQJ�DQG�GHYHORSPHQW�RI�VXEMHFW�ZHOOV��ZLOO�EH�UHJXODWHG�DW�WKH�
IHGHUDO��VWDWH�DQG�ORFDO�OHYHOV��(QYLURQPHQWDO�DQG�RWKHU�JRYHUQPHQW�ODZV�DQG�UHJXODWLRQV�FDQ�LQFUHDVH�WKH�FRVWV�
WR�RSHUDWH��,Q�DGGLWLRQ��WKH�&RPSDQ\¶V�DFWLYLWLHV�DUH�VXEMHFW�WR�UHJXODWLRQV�UHJDUGLQJ�FRQVHUYDWLRQ�SUDFWLFHV��
7KH�RLO�DQG�JDV�UHJXODWRU\�HQYLURQPHQW�FRXOG�FKDQJH�LQ�ZD\V�WKDW�PLJKW�LQFUHDVH�WKH�FRVW�RI�FRPSOLDQFH�ZLWK�
WKRVH�ODZV�DQG�UHJXODWLRQV�ZLWK�UHVSHFW�WR�WKH�VXEMHFW�ZHOOV� 

 
7LWOH�5LVNV��7KH�&RPSDQ\�ZLOO�KROG�WLWOH�WR�WKH�RLO�DQG�JDV�ULJKWV�IRU�WKH�EHQHILW�RI�WKH�8QLW�+ROGHUV�LQ�5R\DOH�
':,�,QYHVWRUV��//&��³5',´��DQG�PD\�UHFRUG�WKH�VDPH�LQ�WKH�DSSURSULDWH�FRXQW\�UHFRUGHU¶V�RIILFH��:KLOH�WKH�
&RPSDQ\�ZLOO�H[HUFLVH�QRUPDO�SURFHGXUHV�DQG�WDNH�DOO�SUXGHQW�SUHFDXWLRQV�LQ�WKH�DFTXLVLWLRQ�DQG�DVVLJQPHQW�
RI�RLO�DQG�JDV�SURSHUWLHV��WKHUH�LV�QR�DVVXUDQFH�WKDW�ORVVHV�ZLOO�QRW�UHVXOW�IURP�WLWOH�GHIHFWV�RU�IURP�GHIHFWV�LQ�
WKH�DVVLJQPHQW�RI�SURSHUWLHV� 

 



ϯϰ 

 
3$57,&8/$5�5,6.6�2)�7+,6�2))(5,1* 

7UDQVIHUDELOLW\��7KH�8QLWV�RIIHUHG�KHUHE\�ZLOO�EH�DVVLJQHG�DV�EHQHILFLDO�RZQHUVKLS�RI�D�GLUHFW�ZRUNLQJ�
LQWHUHVW�LQ�WKH�VDLG�ZHOOV��ZLWKRXW�UHJLVWUDWLRQ�XQGHU�WKH�6HFXULWLHV�$FW�RI�������0RUHRYHU��WKHUH�LV�QR�IRUPDO�
SXEOLF�PDUNHW�IRU�WKH�VDOH�RI�GLUHFW�ZRUNLQJ�LQWHUHVWV��DQG�RQH�PXVW�UHO\�XSRQ�WKH�SULYDWH�PDUNHW�IRU�VDOH�RI�DQ\�
LQWHUHVWV� 

$FFRUGLQJO\��RQO\�SHUVRQV�ZKR�LQWHQG�WR�PDLQWDLQ�WKHLU�RZQHUVKLS�IRU�DQ�LQGHILQLWH�SHULRG�RI�WLPH�VKRXOG�
FRQVLGHU�WKH�SXUFKDVH�RI�WKHVH�XQLWV� 

 
5HOLDQFH�RQ�0DQDJHPHQW�DQG�2WKHUV��7KH�&RPSDQ\�ZLOO�VHUYH�DV�PDQDJHU�RI�WKH�ZHOOV�LQ�LWV�VROH�GLVFUHWLRQ�
DQG�ZLOO�PDNH�DOO�VLJQLILFDQW�GHFLVLRQV�UHJDUGLQJ�ZHOO�GULOOLQJ��FRPSOHWLRQ�DQG�RSHUDWLRQV��7KH�&RPSDQ\�ZLOO�
EH�VLJQLILFDQWO\�GHSHQGHQW�XSRQ�WKH�WHFKQLFDO�VHUYLFHV�RI�LWV�SHUVRQQHO��DQG�WKH�GHDWK��GLVDELOLW\�RU�VHSDUDWLRQ�
IURP�VHUYLFH�RI�DQ\�VXFK�SHUVRQQHO�FRXOG�DGYHUVHO\�DIIHFW�WKH�VXFFHVV�RI�WKH�SURSRVHG�ZHOOV��)XUWKHU��WKH�
&RPSDQ\�LQGHSHQGHQWO\�FRQWUDFWV�IRU�VXFK�VHUYLFHV�DV�GULOOLQJ��WHVWLQJ��FRPSOHWLQJ�DQG�HTXLSSLQJ�WKH�ZHOOV��
DQG��FRQVHTXHQWO\��PXVW�UHO\�XSRQ�WKH�NQRZOHGJH��VNLOO�DQG�H[SHUWLVH�RI�RWKHUV��7KH�&RPSDQ\�ZLOO�EH�UHTXLUHG�
WR�GHYRWH�WR�WKH�VXEMHFW�ZHOOV�RQO\�WKH�WLPH�DQG�DWWHQWLRQ�WKDW�LV�FRQVLGHUV�QHFHVVDU\�IRU�SURSHU�PDQDJHPHQW�RI�
VXFK�ZHOOV�� 
 

'LVWULEXWLRQV��8QDYDLODELOLW\�RI��RU�GHOD\�LQ�REWDLQLQJ��QHFHVVDU\�PDWHULDOV�RU�VHUYLFHV�IRU�GULOOLQJ�RU�
FRPSOHWLRQ�RI�WKH�ZHOO�RU�WLWOH�RSLQLRQV�WR�GDWH�RI�ILUVW�SURGXFWLRQ�PD\�GHOD\�WKH�UHFHLSW�RI�LQFRPH��LI�DQ\��IRU�
VLJQLILFDQW�SHULRGV�DIWHU�GLVFRYHU\��8QDYDLODELOLW\�RI��RU�GHOD\�LQ�FRQQHFWLRQ�ZLWK��SLSHOLQHV�RU�RWKHU�
WUDQVSRUWDWLRQ�V\VWHPV��GHOD\V�LQ�REWDLQLQJ�VDWLVIDFWRU\�FRQWUDFWV�DQG�FRQQHFWLRQV�IRU�RLO�DQG�RU�QDWXUDO�JDV�
ZHOOV��DQG�RWKHU�XQIRUHVHHQ�FLUFXPVWDQFHV��PD\�DOVR�SRVWSRQH�WKH�GLVWULEXWLRQ�RI�LQFRPH��'LVWULEXWLRQV��LI�DQ\��
ZLOO�UHSUHVHQW�ERWK�D�UHWXUQ�RQ�LQYHVWPHQW�DQG�D�UHWXUQ�RI�WKH�RULJLQDO�FDSLWDO�LQYHVWHG�E\�D�SDUWLFLSDQW� 

 

1R�7D[�2SLQLRQ��7KH�&RPSDQ\�ZLOO�QRW�REWDLQ�DQ\�RSLQLRQ�RI�FRXQVHO�DGGUHVVLQJ�WKH�PDWHULDO�IHGHUDO�LQFRPH�
WD[�FRQVHTXHQFHV�RI�DQ�LQYHVWPHQW�LQ�8QLWV��(DFK�LQYHVWRU�VKRXOG�FRQVXOW�KLV�RU�KHU�RZQ�SHUVRQDO�WD[�
FRXQVHORU��7KH�&RPSDQ\�ZLOO�SURYLGH�DQQXDO�UHSRUWV�RQ�LQFRPH��H[SHQVHV�DQG�GHGXFWLEOH�LWHPV�IURP�WKH�
ZHOOV� 

 

7+(�)25(*2,1*�5,6.�)$&7256�'2�127�3853257�72�%(�$�&203/(7(�(;3/$1$7,21�2)�
$//�7+(�5,6.6�,192/9('�,1�7+(�2))(5,1*�2)�7+(�81,76�25�$1�,19(670(17�,1�7+(�
81,76��327(17,$/�68%6&5,%(56�6+28/'�5($'�7+,6�0(025$1'80�,1�,76�(17,5(7<�
%()25(�'(7(50,1,1*�:+(7+(5�72�68%6&5,%(�)25�81,76� 

 

7(506�2)�7+(�2))(5,1*� 
68%6&5,37,216 
 

������8QLWV��������������DUH�EHLQJ�RIIHUHG��(DFK�IXOO�XQLW�LV�EHLQJ�RIIHUHG�DW�WKH�SXUFKDVH�SULFH�RI����������
SHU�XQLW�ZLWK�ò�DQG�ó�XQLWV�DOVR�DYDLODEOH��7KH�&RPSDQ\�KDV�WKH�ULJKW��LQ�LWV�VROH�GLVFUHWLRQ��WR�LQFUHDVH�WKH�
PD[LPXP�RIIHULQJ�VL]H�WR�������8QLWV�������������� 

 

7KH�SXUFKDVH�SULFH�RI����������SHU�8QLW�LV�SD\DEOH�DW�WKH�WLPH�D�VXEVFULSWLRQ�LV�DFFHSWHG�E\�5R\DOH�(QHUJ\� 

 

8QLWV�DUH�EHLQJ�RIIHUHG�E\�WKH�&RPSDQ\�WKURXJK�DXWKRUL]HG�HPSOR\HHV�RI�WKH�&RPSDQ\��7KH�&RPSDQ\�
PD\�HOHFW�WR�HQJDJH�RWKHU�EURNHU�GHDOHUV�ZKR�DUH�PHPEHUV�RI�),15$��³6HOOLQJ�%URNHUV´��WKDW�PD\�RIIHU�
VXFK�XQLWV�RQ�D�³%HVW�(IIRUWV´�EDVLV��6HOOLQJ�%URNHUV�VKDOO�EH�SDLG�D�FRPPLVVLRQ�RQ�XQLWV�VROG�WKURXJK�
WKHP� 

 
 

 



ϯϱ 

:+2�6+28/'�,19(67 

$��$FFUHGLWHG�6XLWDELOLW\��7KH�XQLWV�DUH�LQWHQGHG�WR�EH�H[HPSW�IURP�UHJLVWUDWLRQ�XQGHU�WKH�6HFXULWLHV�$FW�DQG�
DSSOLFDEOH�VWDWH�VHFXULWLHV�ODZV��SXUVXDQW�WR�WKH�H[HPSWLRQ�IURP�UHJLVWUDWLRQ�UHTXLUHPHQWV�FRQWDLQHG�LQ�5XOH�
����F��RI�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ� �,QYHVWPHQW�LQ�WKH�XQLWV�LV�VXLWDEOH�RQO\�IRU�SHUVRQV�ZKR�
KDYH�DGHTXDWH�PHDQV�RI�SURYLGLQJ�IRU�WKHLU�FXUUHQW�QHHGV�DQG�SHUVRQDO�FRQWLQJHQFLHV�DQG�KDYH�QR�QHHG�IRU�
OLTXLGLW\�LQ�VXFK�DQ�LQYHVWPHQW� 

6DOHV�ZLOO�EH�PDGH�RQO\�WR�DFFUHGLWHG�LQYHVWRUV��DV�WKDW�WHUP�LV�GHILQHG�LQ�5HJXODWLRQ�'��5XOH������
SURPXOJDWHG�E\�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ��5XOH�����GHILQHV�DFFUHGLWHG�LQYHVWRUV��DQG�WKH�
XQGHUVLJQHG�ZDUUDQWV�WKDW�WKH\�DUH�RQH�RI�WKH�IROORZLQJ� 

 

Ƒ�DQ�LQGLYLGXDO�ZLWK�D�QHW�ZRUWK�RI�DW�OHDVW����PLOOLRQ��QRW�LQFOXGLQJ�WKH�YDOXH�RI�KLV�RU�KHU�SULPDU\�UHVLGHQFH� 

   25 

Ƒ�DQ�LQGLYLGXDO�ZLWK�LQFRPH�H[FHHGLQJ����������LQ�HDFK�RI�WKH�WZR�PRVW�UHFHQW�FDOHQGDU�\HDUV�RU�MRLQW�LQFRPH�
ZLWK�D�VSRXVH�H[FHHGLQJ����������IRU�WKRVH�\HDUV�DQG�D�UHDVRQDEOH�H[SHFWDWLRQ�RI�WKH�VDPH�LQFRPH�OHYHO�LQ�
WKH�FXUUHQW�\HDU�� 

   25 

Ƒ�D�WD[�H[HPSW�FKDULWDEOH�RUJDQL]DWLRQ��FRUSRUDWLRQ�RU�SDUWQHUVKLS�ZLWK�DVVHWV�LQ�H[FHVV�RI����PLOOLRQ� 

   25 

Ƒ�DQ�HQWHUSULVH�LQ�ZKLFK�DOO�WKH�HTXLW\�RZQHUV�DUH�DFFUHGLWHG�LQYHVWRUV� 

   25 

Ƒ�D�WUXVW�ZLWK�DVVHWV�RI�DW�OHDVW����PLOOLRQ��QRW�IRUPHG�RQO\�WR�DFTXLUH�WKH�VHFXULWLHV�RIIHUHG��DQG�ZKRVH�
SXUFKDVHV�DUH�GLUHFWHG�E\�D�SHUVRQ�ZKR�PHHWV�WKH�OHJDO�VWDQGDUG�RI�KDYLQJ�VXIILFLHQW�NQRZOHGJH�DQG�
H[SHULHQFH�LQ�ILQDQFLDO�DQG�EXVLQHVV�PDWWHUV�WR�EH�FDSDEOH�RI�HYDOXDWLQJ�WKH�PHULWV�DQG�ULVNV�RI�WKH�SURVSHFWLYH�
LQYHVWPHQW� 

5XOH�����F��UHTXLUHV�WKH�&RPSDQ\�WR�WDNH�UHDVRQDEOH�VWHSV�WR�YHULI\�WKDW�HDFK�SXUFKDVHU�TXDOLILHV�DV�DQ�
DFFUHGLWHG�LQYHVWRU� �6SHFLILFDOO\��5XOH�����F��UHTXLUHV�XV�WR�FROOHFW�GRFXPHQWDU\�LQIRUPDWLRQ�IURP�\RX�WR�
GHWHUPLQH�ZKHWKHU�\RX�DUH�DQ�DFFUHGLWHG�LQYHVWRU��RU�WR�REWDLQ�LQGHSHQGHQW�YHULILFDWLRQ�RI�\RXU�VWDWXV�IURP�D�
WKLUG�SDUW\�VHFXULWLHV�EURNHU��LQYHVWPHQW�DGYLVHU��ODZ\HU�RU�FHUWLILHG�SXEOLF�DFFRXQWDQW� �,W�LV�SRVVLEOH�WKDW�\RX�
ZHUH�QRW�UHTXLUHG�WR�VXEPLW�WKLV�W\SH�RI�LQIRUPDWLRQ�LQ�SDVW�RIIHULQJV�LQ�ZKLFK�\RX�KDYH�SDUWLFLSDWHG��
+RZHYHU��WKH�QDWXUH�RI�WKLV�RIIHULQJ�DQG�WKH�UHTXLUHPHQWV�RI�5XOH�����F��LPSRVH�WKHVH�DGGLWLRQDO�REOLJDWLRQV�
RQ�WKH�&RPSDQ\��:H�DUH�UHTXLUHG�WR�FROOHFW�DQG�WKH�XQGHUVLJQHG�DJUHHV�WR�SURYLGH�RQH�RI�WKH�IROORZLQJ�DV�D�
FRQGLWLRQ�RI�DFFHSWLQJ�WKH�VXEVFULSWLRQ� 

 

9HULILFDWLRQ�EDVHG�RQ�LQFRPH��E\�SURYLGLQJ�FRSLHV�RI�DQ\�,QWHUQDO�5HYHQXH�6HUYLFH�IRUP�WKDW�UHSRUWV�LQFRPH��
VXFK�DV�)RUP�:-���)RUP�������6FKHGXOH�.-��RI�)RUP�������DQG�D�ILOHG�)RUP������ 

   25� 

9HULILFDWLRQ�RQ�QHW�ZRUWK��E\�SURYLGLQJ�VSHFLILF�W\SHV�RI�GRFXPHQWDWLRQ�GDWHG�ZLWKLQ�WKH�SULRU�WKUHH�PRQWKV��
VXFK�DV�EDQN�VWDWHPHQWV��EURNHUDJH�VWDWHPHQWV��FHUWLILFDWHV�RI�GHSRVLW��WD[�DVVHVVPHQWV�DQG�D�FUHGLW�UHSRUW�IURP�
DW�OHDVW�RQH�RI�WKH�QDWLRQZLGH�FRQVXPHU�UHSRUWLQJ�DJHQFLHV��DQG�REWDLQLQJ�D�ZULWWHQ�UHSUHVHQWDWLRQ� 

   25 

$�ZULWWHQ�FRQILUPDWLRQ�IURP�D�UHJLVWHUHG�EURNHU-GHDOHU��DQ�6(&-UHJLVWHUHG�LQYHVWPHQW�DGYLVHU��D�OLFHQVHG�
DWWRUQH\�RU�D�FHUWLILHG�SXEOLF�DFFRXQWDQW�VWDWLQJ�WKDW�VXFK�SHUVRQ�RU�HQWLW\�KDV�WDNHQ�UHDVRQDEOH�VWHSV�WR�YHULI\�
WKDW�\RX�DUH�DQ�DFFUHGLWHG�LQYHVWRU�ZLWKLQ�WKH�ODVW�WKUHH�PRQWKV�DQG�KDV�GHWHUPLQHG�WKDW�VXFK�SXUFKDVHU�LV�DQ�
DFFUHGLWHG�LQYHVWRU�  

 

 
 



ϯϲ 

/LPLWHG�2IIHULQJ�RI�8QLWV 

 

%HFDXVH�XQLWV�ZLOO�EH�RIIHUHG�ZLWKRXW�UHJLVWUDWLRQ�XQGHU�WKH�6HFXULWLHV�$FW�LQ�UHOLDQFH�XSRQ�DQ�H[HPSWLRQ�
WKHUHIURP��D�SXUFKDVHU�ZLOO�EH�UHTXLUHG�WR�UHSUHVHQW�WKDW�KH�NQRZV�WKDW�WKH�XQLWV�KDYH�QRW�EHHQ�UHJLVWHUHG�XQGHU�
WKH�6HFXULWLHV�$FW��WKDW�KH�KDV�QR�ULJKW�WR�UHTXLUH�UHJLVWUDWLRQ�XQGHU�WKH�6HFXULWLHV�$FW�VKRXOG�KH�GHVLUH�WR�UHVHOO�
WKH�XQLWV��DQG�WKDW�KH�XQGHUVWDQGV�WKDW�KLV�ULJKW�WR�WUDQVIHU�KLV�XQLWV�ZLOO�EH�VXEMHFW�WR�UHVWULFWLRQV�LQ�WKH�
$JUHHPHQW�DJDLQVW�WUDQVIHU� 

 
+RZ�WR�6XEVFULEH 
$Q�HOLJLEOH�LQYHVWRU�PD\�VXEVFULEH�E\�SURSHUO\�FRPSOHWLQJ��H[HFXWLQJ��DQG�GHOLYHULQJ�WKH�IROORZLQJ�WR�WKH�
&RPSDQ\� 

�D� $Q�H[HFXWHG�6XEVFULSWLRQ�$JUHHPHQW�LQ�WKH�IRUP�DWWDFKHG�DV�DQ�H[KLELW�WR�WKLV�0HPRUDQGXP��DQG 

�E� 3D\PHQW�LQ�DQ�DPRXQW�HTXDO�WR�WKH�VXEVFULSWLRQ�DPRXQW�RI�WKH�8QLWV�WR�EH�SXUFKDVHG�SD\DEOH�WR�WKH�RUGHU�RI�
³5R\DOH�(QHUJ\�´ 

6XEVFULSWLRQV�DUH�SD\DEOH�LQ�IXOO�LQ�FDVK�RU�FDVK�HTXLYDOHQWV�LQ�8QLWHG�6WDWHV�GROODUV�DW�WKH�WLPH�RI�VXEVFULSWLRQ��
1R�6XEVFULSWLRQ�$JUHHPHQW�ZLOO�EH�DFFHSWHG�DIWHU�WKH�7HUPLQDWLRQ�'DWH��LQFOXGLQJ�DQ�H[WHQVLRQ�WKHUHRI���7KH�
H[HFXWLRQ�RI�WKH�6XEVFULSWLRQ�$JUHHPHQW�E\�DQ�LQYHVWRU�FRQVWLWXWHV�D�ELQGLQJ�RIIHU�WR�EX\�WKH�VHFXULWLHV�
VXEVFULEHG�IRU�DQG�DQ�DJUHHPHQW�WR�KROG�WKH�RIIHU�RSHQ�XQWLO�WKH�6XEVFULSWLRQ�$JUHHPHQW�LV�DFFHSWHG�RU�UHMHFWHG�
E\�WKH�&RPSDQ\��2QFH�DQ�LQYHVWRU�VXEVFULEHV�KH�RU�VKH�ZLOO�QRW�KDYH�DQ\�UHYRFDWLRQ�ULJKWV��7KH�&RPSDQ\�KDV�
WKH�GLVFUHWLRQ�WR�UHIXVH�WR�DFFHSW�DQ\�6XEVFULSWLRQ�$JUHHPHQW�ZLWKRXW�OLDELOLW\�WR�WKH�LQYHVWRU� 

 

352326('�23(5$7,216 
*(1(5$/ 
7KH�FRPSDQ\�ZLOO�DFTXLUH�ULJKWV��JHRORJLFDO�DQG�JHRSK\VLFDO�GDWD�DQG�ZLOO�GULOO�DQG�WHVW�WKH�ZHOOV�RQ�D�WXUQNH\�
EDVLV��7KH�&RPSDQ\�ZLOO�VHUYH�DV�PDQDJHU�XQGHU�WKH�7XUQNH\�2LO�DQG�*DV�'ULOOLQJ�$JUHHPHQW��DQG�XQGHU�DQ�
$$3/�)RUP�����0RGHO�2SHUDWLQJ�$JUHHPHQW��$Q\�RU�DOO�RI�WKH�&RPSDQ\¶V�GXWLHV�DV�PDQDJHU�PD\�EH�
GHOHJDWHG�E\�WKH�&RPSDQ\�WR�WKLUG�SDUWLHV��KRZHYHU��WKH�&RPSDQ\�ZLOO�UHPDLQ�SULPDULO\�UHVSRQVLEOH�IRU�WKH�
SHUIRUPDQFH�RI�VXFK�IXQFWLRQV�DV�ORQJ�DV�LW�FRQWLQXHV�WR�VHUYH�DV�PDQDJHU�� ,Q�DGGLWLRQ�WR�DFWXDO�RSHUDWLQJ�FRVWV��
WKH�&RPSDQ\�ZLOO�UHFHLYH�DQ�LQGXVWU\�VWDQGDUG�2SHUDWRU¶V�RYHUKHDG��7KH�RYHUKHDG�FKDUJH�ZLOO�EH�PDLQWDLQHG�LQ�
OLQH�ZLWK�&RXQFLO�IRU�3HWUROHXP�$FFRXQWDQWV�6RFLHWLHV��&23$6��JXLGHOLQHV� 

 
$�FRS\�RI�WKH�7XUQNH\�2LO�DQG�*DV�'ULOOLQJ�$JUHHPHQW�LV�DWWDFKHG�DW�WKH�HQG�RI�WKLV�0HPRUDQGXP��,I�WKH�
DFWXDO�FRVWV�RI�GULOOLQJ�DQG�FRPSOHWLQJ�WKH�VXEMHFW�ZHOOV�LV�OHVV�RU�PHHWV�WKH�HVWLPDWHG�FRVWV��WKH�&RPSDQ\�
ZLOO�UHWDLQ�WKH�EDODQFH�RI�WKH�SURFHHGV��+RZHYHU��LI�WKH�GULOOLQJ�DQG�FRPSOHWLRQ�FRVWV�DUH�PRUH�WKDQ�WKH�
HVWLPDWH��WKH�&RPSDQ\�ZLOO�UHDOL]H�DQG�EHDU�WKH�H[FHVV�FRVWV��8SRQ�FRPSOHWLRQ�RI�WKH�VXEMHFW�ZHOOV��
SURYLGLQJ�WKH\�DUH�FDSDEOH�RI�SURGXFWLRQ�RI�FRPPHUFLDO�TXDQWLWLHV�RI�RLO�DQG�JDV��WKH\�ZLOO�EH�SXW�LQWR�
SURGXFWLRQ��DQG�5R\DOH�(QHUJ\�ZLOO�UHFHLYH�IHHV�IRU�FHUWDLQ�VHUYLFHV�LQ�DFFRUGDQFH�ZLWK�WKH�2SHUDWLQJ�
$JUHHPHQW� 

7LWOH�WR�2LO�DQG�*DV�5LJKWV 

)ROORZLQJ�LQGXVWU\�VWDQGDUGV��WKH�&RPSDQ\�JHQHUDOO\�DFTXLUHV�RLO�DQG�QDWXUDO�JDV�ULJKWV�ZLWKRXW�ZDUUDQW\�
RI�WLWOH�H[FHSW�DV�WR�FODLPV�PDGH�E\��WKURXJK��RU�XQGHU�WKH�WUDQVIHURU��,Q�WKHVH�FDVHV��5R\DOH�(QHUJ\�DWWHPSWV�
WR�FRQGXFW�GXH�GLOLJHQFH�DV�WR�WKH�ULJKWV�EHIRUH�WKH�DFTXLVLWLRQ��EXW�LW�FDQQRW�DVVXUH�WKDW�WKHUH�ZLOO�EH�QR�
ORVVHV�UHVXOWLQJ�IURP�WLWOH�GHIHFWV�RU�IURP�GHIHFWV�LQ�WKH�DVVLJQPHQW�RI�WKH�ULJKWV��7LWOH�WR�SURSHUW\�PRVW�
RIWHQ�FDUULHV�HQFXPEUDQFHV��VXFK�DV�UR\DOWLHV��RYHUULGLQJ�UR\DOWLHV��FDUULHG�DQG�RWKHU�VLPLODU�LQWHUHVWV��DQG�
FRQWUDFWXDO�REOLJDWLRQV��DOO�RI�ZKLFK�DUH�FXVWRPDU\�ZLWKLQ�WKH�RLO�DQG�QDWXUDO�JDV�LQGXVWU\��7KH�&RPSDQ\�
H[SHFWV�WR�FRQYH\�OHJDO�WLWOH�WR�WKH�ZRUNLQJ�LQWHUHVW�LQ�WKH�6XEMHFW�:HOOV�WR�5R\DOH�':,�LQYHVWRUV��//&
�³5',´��WR�VHUYH�DV�QRPLQHH�KROGHU�IRU�WKH�EHQHILW�RI�WKH�LQYHVWRUV��7LWOH�IRU�HDFK�LQYHVWRUV�RZQHUVKLS�LQ�
WKHVH�6XEMHFW�:HOOV�ZLOO�EH�KHOG�E\�³5',´��DV�WKH�WLWOH�KROGHU�IRU�WKH�EHQHILW�RI�WKH�UHVSHFWLYH�LQYHVWRUV�� 

 



ϯϳ 

'XWLHV�RI�WKH�0DQDJHU 

7KH�&RPSDQ\�ZLOO�VHUYH�DV�PDQDJHU�XQGHU�WKH�7XUQNH\�2LO�	�*DV�'ULOOLQJ�$JUHHPHQW�DQG�WKH�
2SHUDWLQJ�$JUHHPHQW��$Q\�RU�DOO�RI�WKH�&RPSDQ\¶V�GXWLHV�DV�PDQDJHU�PD\�EH�GHOHJDWHG�E\�WKH�
&RPSDQ\�WR�WKLUG�SDUWLHV��KRZHYHU��WKH�&RPSDQ\�ZLOO�UHPDLQ�SULPDULO\�UHVSRQVLEOH�IRU�WKH�SHUIRUPDQFH�
RI�VXFK�IXQFWLRQV�DV�ORQJ�DV�LW�FRQWLQXHV�WR�VHUYH�DV�PDQDJHU��,Q�DGGLWLRQ�WR�DFWXDO�RSHUDWLQJ�FRVWV��WKH�
&RPSDQ\�ZLOO�UHFHLYH�DQ�LQGXVWU\�VWDQGDUG�2SHUDWRU¶V�RYHUKHDG��7KH�RYHUKHDG�FKDUJH�ZLOO�EH�
PDLQWDLQHG�LQ�OLQH�ZLWK�&RXQFLO�IRU�3HWUROHXP�$FFRXQWDQWV�6RFLHWLHV��&23$6��JXLGHOLQHV� 

3DUWLFLSDQWV�ZLOO�SD\�WKHLU�SURSRUWLRQDWH�VKDUH�RI�RSHUDWLQJ�H[SHQVHV�IRU�WKH�ZHOO��2SHUDWLQJ�H[SHQVHV�ZLOO�
EH�FKDUJHG�DJDLQVW�UHYHQXHV�LQ�DFFRUGDQFH�ZLWK�JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SURFHGXUHV��*$$3���DQG�
LQ�DFFRUGDQFH�ZLWK�WKH�DFFRXQWLQJ�SURFHGXUHV�LQFOXGHG�LQ�WKH�2SHUDWLQJ�$JUHHPHQW��&23$6���(DFK�
PRQWK�WKH�&RPSDQ\�ZLOO��DIWHU�GHGXFWLRQ�RI�RSHUDWLQJ�H[SHQVHV��GLVWULEXWH�QHW�RSHUDWLQJ�UHYHQXHV�WR�
HDFK�3DUWLFLSDQW�LQ�DFFRUGDQFH�ZLWK�KLV�SURUDWH�LQWHUHVW�LQ�DFFRUGDQFH�ZLWK�WKH�2SHUDWLQJ�$JUHHPHQW��
7KH�&RPSDQ\�ZLOO�FROOHFW�DOO�QHW�UHYHQXHV�IURP�WKH�VDOH�RI�RLO�DQG�JDV�SURGXFWLRQ�DQG�SD\�WKHP�GLUHFWO\�
WR�WKH�ZRUNLQJ�LQWHUHVW�RZQHUV��OHVV�RSHUDWLQJ�H[SHQVHV��UR\DOWLHV�DQG�SURGXFWLRQ�WD[HV� 

5HVHUYDWLRQ�RI�5LJKW 
:H�UHVHUYH�WKH�ULJKW�WR�PRYH�D�SURSRVHG�ZHOO�RU�VXEVWLWXWH�D�FRPSDUDEOH�GULOOLQJ�VLWH�IRU�D�SURSRVHG�ZHOO�WR�EH�
GULOOHG�LQ�WKLV�YHQWXUH�LI�DGGLWLRQDO�JHRORJLFDO�LQIRUPDWLRQ�LV�REWDLQHG�RU�JRRG�WLWOH�WR�DQ\�ULJKWV�FDQQRW�EH�
DFTXLUHG��$Q\�VXEVWLWXWHG�ZHOO�ORFDWLRQV�RU�GULOO�VLWHV�ZLOO�FRPSDUH�IDYRUDEO\�ZLWK�WKH�JHQHUDO�FKDUDFWHU�RI�WKH�
3URVSHFW�GHVFULEHG�UHJDUGLQJ�GHJUHH�RI�ULVN��GULOOLQJ�GHSWK�DQG�FRVW� 
5HSRUWV 

7KH�&RPSDQ\�ZLOO�PDLQWDLQ�DFFXUDWH�UHFRUGV�UHODWLQJ�WR�DOO�SKDVHV�RI�WKH�RSHUDWLRQV�DQG�ZLOO�PDNH�WKHP�
DYDLODEOH�WR�HDFK�3DUWLFLSDQW�RQ�UHDVRQDEOH�QRWLFH�DW�LWV�RIILFHV��3URJUHVV�UHSRUWV�ZLOO�EH�PDLOHG�WR�3DUWLFLSDQWV�
XQWLO�VXFK�WLPH�DV�WKH�&RPSDQ\�GHWHUPLQHV�WKDW�VXFK�UHSRUWV�DQG�VWDWHPHQWV�DUH�QR�ORQJHU�QHHGHG�WR�IXOO\�
LQIRUP�3DUWLFLSDQWV�RI�WKH�SURVSHFW¶V�RSHUDWLRQV��'XULQJ�WKH�DFWXDO�GULOOLQJ�RSHUDWLRQV�WKH�&RPSDQ\�ZLOO�
WUDQVPLW�WR�DOO�3DUWLFLSDQWV�UHJXODU�SURJUHVV�UHSRUWV��7KH�&RPSDQ\�DOVR�ZLOO�DUUDQJH�IRU�WKH�SUHSDUDWLRQ�RI�
LQIRUPDWLRQ�QHHGHG�E\�3DUWLFLSDQWV�IRU�WKH�ILOLQJ�RI�WD[�UHWXUQV��ZKLFK�ZLOO�EH�WUDQVPLWWHG�ZLWKLQ�D�UHDVRQDEOH�
SHULRG�DIWHU�WKH�FORVH�RI�HDFK�FDOHQGDU�\HDU� 

7KH�&RPSDQ\�VKDOO�IXUQLVK�WKH�,QYHVWRU�DQ�DQQXDO�VXPPDU\�RI�DFWLYLWLHV�LQFOXGLQJ��EXW�QRW�OLPLWHG�WR��
LQIRUPDWLRQ�DV�WR��WKH�,QYHVWRU¶V�ZRUNLQJ�LQWHUHVW��UHYHQXH�DQG�RWKHU�VXFK�VLPLODU�LQIRUPDWLRQ�UHJDUGLQJ�
,QYHVWRU¶V�SDUWLFLSDWLRQ��,Q�DGGLWLRQ��WKH�&RPSDQ\�VKDOO�SURYLGH�,QYHVWRU�ZHOO�XSGDWHV��LQFOXGLQJ��GDWH�RI�ILUVW�
VDOHV¶�QRWLFH��WRWDO�GHSWK�XSGDWHV��DQG�FRPSOHWLRQ�XSGDWHV��,QYHVWRU�PD\�UHDVRQDEO\�UHTXHVW�VXFK�RWKHU�
LQIRUPDWLRQ�IURP�WKH�&RPSDQ\�WR�DVVLVW�LQ�HYDOXDWLRQ�RI�LWV�LQYHVWPHQW� 
,QVXUDQFH 

7KH�&RPSDQ\�KDV�OLDELOLW\�LQVXUDQFH�ZLWK�UHVSHFW�WR�GULOOLQJ�DQG�PDQDJLQJ�WKH�ZHOOV�LQYROYHG��$GGLWLRQDOO\��
WKH�&RPSDQ\�ZLOO�LQGHPQLI\�DQG�KROG�KDUPOHVV�WKH�ZRUNLQJ�LQWHUHVW�KROGHUV�IURP�DQ\�FODLPV�IRU�GDPDJHV�LQ�
WKH�SURMHFW� 
/LPLWHG�6XEVWLWXWLRQ�RI�:RUNLQJ�,QWHUHVWV�5HSUHVHQWHG�LQ�WKH�8QLWV 

,W�LV�XQGHUVWRRG�DQG�DJUHHG�WKDW�XSRQ�WKH�H[HFXWLRQ�KHUHRI��WKH�SDUWLHV�KDYH�DJUHHG�XSRQ�WKH�ZHOOV�WR�EH�
GULOOHG�DQG�WKHLU�ORFDWLRQ��WKH�SURVSHFW���,W�LV�IXUWKHU�XQGHUVWRRG�DQG�DJUHHG��KRZHYHU��WKDW�DV�D�JHQHUDO�
SUDFWLFH�XSRQ�WKH�GULOOLQJ�DQG�FRPSOHWLRQ�RI�WKH�ILUVW�ZHOO��RU�DW�DQ\�SRLQW�GXULQJ�WKH�GULOOLQJ��VKRXOG�
XQIDYRUDEOH�HQJLQHHULQJ�RU�JHRORJLFDO�FRQGLWLRQV�EH�HQFRXQWHUHG��RU�WKH�SURVSHFW�IRU�DQ\�RWKHU�UHDVRQ�EH�
GHWHUPLQHG�QRW�WR�EH�HFRQRPLFDOO\�IHDVLEOH��WKHQ�WKH�&RPSDQ\�PD\�WHUPLQDWH�WKH�GULOOLQJ�RI�WKRVH�SDUWLFXODU�
ULJKWV� 

,Q�VXFK�FDVH��DQ\�UHPDLQLQJ�VXPV��DV�QRW�\HW�SDLG�RXW�DW�WKDW�WLPH��PD\�EH�XVHG�LQ�WKH�DFTXLVLWLRQ�DQG�GULOOLQJ�
RI�DQRWKHU�SURVSHFW�RU�ZHOO��7KH�SHUFHQWDJH�RI�RZQHUVKLS�PD\�EH�DGMXVWHG�XSZDUG�RU�GRZQZDUG�WR�FRQIRUP�
WR�WKH�³HTXLYDOHQW�FRVW´�RI�GULOOLQJ��DQG�WKH�VHOHFWLRQ�RI�WKH�SURVSHFW�VKDOO�EH�DW�WKH�&RPSDQ\¶V�VROH�GLVFUHWLRQ� 

7KH�&RPSDQ\�VKDOO�EH�IUHH�WR�PDNH�VDOHV�RU�DVVLJQPHQWV�RI�DQ\�RWKHU�SRUWLRQ�RI�LWV�ZRUNLQJ�LQWHUHVW�DV�LW�PD\�
FKRRVH� 

 



ϯϴ 

$66(660(176�$1'�$'',7,21$/�23(5$7,216 

(TXLSPHQW�$VVHVVPHQWV��7KH�7XUQNH\�2LO�DQG�*DV�'ULOOLQJ�$JUHHPHQW�IRU�WKLV�SURJUDP�LQFOXGH�VXFK�
RSHUDWLRQ�DQG�HTXLSPHQW�QHFHVVDU\�IRU�WHVWLQJ�DQG�FRPSOHWLRQ�RI�WKH�LQLWLDO�SULPDU\�WDUJHW�]RQH��,Q�WKH�HYHQW�
PXOWLSOH�SRWHQWLDO�SD\�]RQHV�DUH�HQFRXQWHUHG�LQ�WKH�ZHOOERUH��WKH�8QLW�+ROGHU�VKDOO�KDYH�WKH�ULJKW��EXW�QRW�
WKH�REOLJDWLRQ��WR�SDUWLFLSDWH�LQ�DOO�DGGLWLRQDO�]RQHV�DQG�HTXLSPHQW�RQ�D�SUR-UDWD�EDVLV��:KHQ�GHHPHG�
QHFHVVDU\�RU�SUXGHQW��WKH�FRPSDQ\�ZLOO�SURYLGH�QRWLFH�WR�WKH�8QLW�+ROGHU�GHVFULELQJ�WKH�SURSRVHG�RSHUDWLRQ��
FRVW�DQG�WKH�WLPLQJ�RU�ZRUN�WR�EH�SHUIRUPHG��ZKHUHXSRQ�WKH�8QLW�+ROGHU�VKDOO�KDYH����GD\V�LQ�ZKLFK�WR�
HOHFW�WR�SDUWLFLSDWH�LQ�VXFK�ZRUN�DQG�VKDUH�LQ�SURGXFWLRQ�DQG�UHYHQXH��LI�DQ\��IURP�WKH�UHVXOWLQJ�RSHUDWLRQ� 

 

&21)/,&76�2)�,17(5(67 
7KH�FRQWHPSODWHG�DFWLYLWLHV�ZLOO�LQYROYH�GHFLVLRQV�E\�XV�RQ�EHKDOI�RI�RXUVHOYHV�DQG�\RX��DQG�VXFK�GHFLVLRQV�
ZLOO�ODFN�WKH�EHQHILWV�RI�DUP¶V�OHQJWK�EDUJDLQLQJ�DQG�ZLOO�QHFHVVDULO\�LQYROYH�FRQIOLFWV�RI�LQWHUHVW� 

0RVW�RI�WKH�DUHDV�RI�FRQIOLFWV�RI�LQWHUHVW�ZKLFK�DUH�GHVFULEHG�EHORZ�DUH�FRPPRQ�WR�PDQ\�RLO�DQG�JDV�GULOOLQJ�
SURJUDPV� 

 

2XU�2WKHU�$FWLYLWLHV��:H�ZLOO�EH�IUHH�WR�HQJDJH�LQ�RWKHU�GULOOLQJ�SURMHFWV��LQFOXGLQJ�SURMHFWV�LQ�WKH�DUHD�RI�
WKH�ZHOOV�KHUHLQ�GHVFULEHG��3DUWLFLSDQWV�ZLOO�EH�DOORZHG�WR�SDUWLFLSDWH�LQ�DQ\�VXFK�SURMHFW�LQ�WKH�DUHD�RI�WKH�
ZHOOV�E\�SURYLGLQJ�XV�QRWLFH�ZLWKLQ����GD\V�RI�WKH�RIIHULQJ�RI�VXFK�SURMHFW� 

 

5HFHLSW�RI�&RPSHQVDWLRQ�5HJDUGOHVV�RI�3URILWDELOLW\��:H�PD\�UHFHLYH�FRPSHQVDWLRQ�IURP�GULOOLQJ�DQG�
RSHUDWLRQ�RI�WKH�ZHOOV�UHJDUGOHVV�RI�ZKHWKHU�WKH�ZHOOV�RSHUDWH�DW�D�SURILW�RU�D�ORVV� 

 

,QGHSHQGHQW�'HFLVLRQV�E\�WKH�&RPSDQ\��:H�GHFLGHG�RQ�VXEVWDQWLDOO\�DOO�RI�WKH�WHUPV�RI�WKLV�RIIHULQJ�DQG�
RI�PDQDJLQJ�WKH�ZHOOV�SULRU�WR�WKH�EHJLQQLQJ�RI�WKH�2IIHULQJ��6XFK�WHUPV�LQFOXGHG��DPRQJ�RWKHUV��WKH�WHUPV�
RI�WKH�'ULOOLQJ�DQG�2SHUDWLQJ�$JUHHPHQW�DQG�HVWLPDWLRQV�RI�WKH�FRVWV�RI�GULOOLQJ��WHVWLQJ�DQG��LI�DSSURSULDWH��
FRPSOHWLQJ�RI�WKH�SURSRVHG�ZHOOV��7KHVH�WHUPV�ZHUH�QRW�QHJRWLDWHG�ZLWK�WKH�3DUWLFLSDQWV�DQG�PD\�EH�GHHPHG�
WR�KDYH�EHHQ�HQWHUHG�LQWR�ZLWKRXW�WKH�EHQHILW�RI�DUPV-OHQJWK�QHJRWLDWLRQV� 

 

6DOH�RI�2LO�DQG�RU�*DV��&RQIOLFWV�RI�LQWHUHVW�PD\�DOVR�DULVH�LQ�FRQQHFWLRQ�ZLWK�WKH�VHOOLQJ�RI�SURGXFWLRQ�RU�
RI�DQ\�SRUWLRQ�RI�WKH�SURSHUWLHV�E\�XV�DW�D�ODWHU�GDWH��7KH�ULJKW�WR�DOORFDWH�SURGXFWLRQ�DPRQJ�SURVSHFWLYH�
SXUFKDVHUV��LQFOXGLQJ�WKH�&RPSDQ\��DQG�WR�QHJRWLDWH�WKH�WHUPV�WKHUHIRUH�PD\�SHUPLW�XV�WR�REWDLQ�RWKHU�
EHQHILWV��:H�ZLOO�WU\�WR�REWDLQ�WKH�KLJKHVW�FRPSHWLWLYH�SULFH�IRU�DQ\�SURGXFWLRQ�REWDLQHG� 

 
&203(7,7,21��0$5.(76��$1'�5(*8/$7,216 

&RPSHWLWLRQ��7KH�RLO�DQG�JDV�LQGXVWU\�LQ�WKH�8QLWHG�6WDWHV�LV�KLJKO\�FRPSHWLWLYH��1XPHURXV�FRPSDQLHV�DQG�
LQGLYLGXDOV�DUH�HQJDJHG�LQ�WKH�GRPHVWLF�H[SORUDWLRQ�IRU�RLO�DQG�JDV��0DQ\�RI�WKH�FRPSDQLHV�DQG�LQGLYLGXDOV�
VR�HQJDJHG�SRVVHVV�ILQDQFLDO�UHVRXUFHV��IDFLOLWLHV��DQG�WHFKQLFDO�VWDIIV�IDU�JUHDWHU�WKDQ�WKRVH�RI�WKH�&RPSDQ\��
7KH�3URJUDP�ZLOO�HQFRXQWHU�FRPSHWLWLRQ�IURP�ERWK�PDMRU�RLO�FRPSDQLHV�DQG�RWKHU�LQGHSHQGHQW�FRQWUDFWRUV�
LQ�LWV�HIIRUW�WR�VHFXUH�GULOOLQJ�ULJV�DQG�HTXLSPHQW�QHFHVVDU\�LQ�WKH�GULOOLQJ�DQG�FRPSOHWLRQ�SKDVHV�RI�WKH�
ZHOOV��6XFK�FRPSHWLWLRQ�PD\�FDXVH�D�VXEVWDQWLDO�LQFUHDVH�LQ�GULOOLQJ��FRPSOHWLQJ�DQG�RSHUDWLQJ�FRVWV�DQG�WKH�
SURFXUHPHQW�FRVWV�IRU�WKH�ULJKWV�DQG�SURVSHFWV��,Q�DGGLWLRQ�WR�WKHVH�LQFUHDVLQJ�FRVWV��WKH�QRQDYDLODELOLW\�RI�
GULOOLQJ�ULJV��WXEXODU�JRRGV��GULOOLQJ�FUHZV�RU�FHUWDLQ�YLWDO�HTXLSPHQW�FRXOG�VLJQLILFDQWO\�GHOD\�GULOOLQJ�
RSHUDWLRQV� 

 

0DUNHWV��7KH�PDUNHWLQJ�RI�RLO�DQG�JDV�SURGXFHG�E\�WKH�ZHOOV�DQG�WKH�SULFH�WKDW�WKH\�ZLOO�EULQJ�LQ�WKH�
PDUNHWSODFH�ZLOO�EH�LQIOXHQFHG�E\�D�QXPEHU�RI�IDFWRUV�ZKLFK�DUH�EH\RQG�WKH�FRQWURO�RI�WKH�&RPSDQ\��
1HLWKHU�FDQ�WKH�HIIHFW�RI�WKHVH�IDFWRUV�EH�DFFXUDWHO\�PHDVXUHG��7KHVH�IDFWRUV�LQFOXGH�WKH�H[WHQW�RI�GRPHVWLF�
SURGXFWLRQ�DQG�LPSRUWDWLRQ�RI�RLO�DQG�JDV��DFWLRQV�E\�2UJDQL]DWLRQ�RI�3HWUROHXP�([SRUWLQJ�&RXQWULHV��WKH�
DYDLODELOLW\�RI�DGHTXDWH�SLSHOLQH�DQG�RWKHU�WUDQVSRUWDWLRQ�IDFLOLWLHV��WKH�PDUNHWLQJ�RI�FRPSHWLWLYH�IXHOV��DQG�



ϯϵ 

RWKHU�PDWWHUV�HIIHFWLQJ�WKH�SULFLQJ�RI�SURGXFWLRQ�DQG�WKH�DYDLODELOLW\�RI�D�UHDG\�PDUNHW��VXFK�DV�IOXFWXDWLRQV�
LQ�VXSSO\�DQG�GHPDQG�DQG�WKH�HIIHFW�RI�VWDWH�DQG�IHGHUDO�UHJXODWLRQ�RI�RLO�DQG�QDWXUDO�JDV�DQG�WKHLU�VXEVWLWXWH�
IXHOV��&RQVHTXHQWO\��WKHUH�LV�QR�DVVXUDQFH�WKDW�WKH�3URJUDP�ZLOO�EH�DEOH�WR�PDUNHW�DQ\�RLO�RU�JDV�IRXQG�DW�
IDYRUDEOH�SULFHV��:H��KRZHYHU��ZLOO�HQGHDYRU�WR�REWDLQ�WKH�EHVW�FRPSHWLWLYH�SULFH�IRU�DQ\�RLO�DQG�JDV�
SURGXFHG�DQG�VROG�WR�YDULRXV�SXUFKDVHUV� 

 

6WDWH�5HJXODWLRQ��&DOLIRUQLD�DQG�RWKHU�VWDWHV�UHJXODWH�WKH�SURGXFWLRQ�RI�RLO�DQG�JDV�DQG�WKH�FRQGXFW�RI�RLO�
DQG�JDV�RSHUDWLRQV��6WDWH�ODZV�DQG�UHODWHG�UHJXODWLRQV�DUH�JHQHUDOO\�LQWHQGHG�WR�SUHYHQW�ZDVWH�RI�RLO�DQG�JDV�
DQG�WR�SURWHFW�WKH�FRUUHODWLYH�ULJKWV�DQG�RSSRUWXQLWLHV�WR�SURGXFH�RLO�DQG�JDVHV�EHWZHHQ�RZQHUV�RI�D�FRPPRQ�
UHVHUYRLU��7KH�DPRXQW�RI�RLO�SURGXFHG�LV�DOVR�UHJXODWHG�E\�WKH�DVVLJQPHQW�RI�DOORZDEOH�UDWHV�RU�SURGXFWLRQ�WR�
HDFK�ZHOO�VR�SURGXFLQJ��$GGLWLRQDO�VWDWH�UHJXODWLRQV�UHTXLUH�SHUPLWV�EHIRUH�ZHOOV�DUH�VSRWWHG��FRQWURO�ZHOO�
VSDFLQJ��SURWHFW�DJDLQVW�ZDVWH��DLG�LQ�WKH�FRQVHUYDWLRQ�RI�QDWXUDO�JDV�DQG�RLO��DQG�JXDUG�DJDLQVW�DGYHUVH�
HQYLURQPHQWDO�FRQVHTXHQFHV��$OO�SHUPLWV�QHFHVVDU\�IRU�2SHUDWLRQV�ZLOO�EH�VHFXUHG��RU�FDXVHG�WR�EH�VHFXUHG��
E\�WKH�&RPSDQ\� 

 
3$57,&,3$7,21�,1�&2676�$1'�5(9(18(6 

7KH�FDSLWDO�FRQWULEXWLRQV�IRU�DOO�FRVWV�SULRU�WR�LQVWDOODWLRQ�RI�SURGXFWLRQ�IDFLOLWLHV�DUH�ERUQH�VROHO\�E\�WKH�
FRPSDQ\�IURP�WKH�SURFHHGV�RI�WKH�RIIHULQJ�WRJHWKHU�ZLWK�FRUSRUDWH�FDSLWDO��L�H��GHEW��HTXLW\��FDVK�IORZ�� 

 

)ROORZLQJ� WKH� LQVWDOODWLRQ� RI� SURGXFWLRQ� HTXLSPHQW�� DOO� FRVWV�� UR\DOWLHV�� DQG� UHYHQXH� DUH� VKDUHG�
SURSRUWLRQDOO\�E\�HDFK�SDUW\�LQ�WKH�SHUFHQWDJH�GHVFULEHG�KHUHLQ� 

 

7KH� GLVWULEXWLRQ� RI� SURFHHGV� ZLOO� EH� PDGH� DFFRUGLQJ� WR� WKH� SURSRUWLRQDWH� VKDUH� SXUFKDVHG�� 7KH�
UHYHQXH��LI�DQ\��ZLOO�EH�GLVWULEXWHG�PRQWKO\��7KH�SXUFKDVHUV�DUH�DFTXLULQJ�D�GLUHFW�RZQHUVKLS�LQWHUHVW�LQ�
WKH�ZHOOV�DQG�DUH�QRW�DFTXLULQJ�DQ\�LQWHUHVW�LQ�WKH�&RPSDQ\�LWVHOI��$FFRUGLQJO\��DQ\�SURILW�RU�ORVV�RQ�
WKLV� LQYHVWPHQW� ZLOO� EH� OLPLWHG� WR� WKH� VXFFHVV� RU� IDLOXUH� RI� WKH� GHVFULEHG� ZHOOV�� 'LVWULEXWLRQ� ZLOO�
UHSUHVHQW�ERWK�D�UHWXUQ�RQ�LQYHVWPHQW�DQG�D�UHWXUQ�RI�WKH�RULJLQDO�FDSLWDO�LQYHVWHG�E\�3DUWLFLSDQW� 

 
5(32576�$1'�5(&25'6 

)LQDQFLDO� 6WDWHPHQWV� DQG� 3URJUHVV� 5HSRUWV�� 7KH� &RPSDQ\� ZLOO� UHQGHU� GULOOLQJ� SURJUHVV� UHSRUWV�
GXULQJ� GULOOLQJ� RSHUDWLRQV��7KH�&RPSDQ\�ZLOO� WKHQ� IXUQLVK�PRQWKO\� SURGXFWLRQ� UHSRUWV� DQG� DQQXDOO\�
IXUQLVK�ZRUNLQJ�LQWHUHVW�RZQHUV�ZLWK�WKH�LQIRUPDWLRQ�QHFHVVDU\�WR�HQDEOH�HDFK�RZQHU�RI� WKH�ZHOOV� WR�
ILOH�KLV�)HGHUDO�DQG�6WDWH�LQFRPH�WD[�UHWXUQV� 

 

%RRNV� DQG� 5HFRUGV�� 7KH� &RPSDQ\� ZLOO� PDLQWDLQ� DW� LWV� SULQFLSDO� RIILFH� DQG� SODFH� RI� EXVLQHVV��
FRPSOHWH� DQG� DFFXUDWH� ERRNV� RI� DFFRXQWV� DQG� UHFRUGV� RI� HDFK� ZHOO�� LQFOXGLQJ� DOO� DJUHHPHQWV��
LQVWUXPHQWV�DQG�RWKHU�GRFXPHQWV�UHODWLQJ�WR�WKH�RSHUDWLRQV�DQG�DFWLYLWLHV�RI�WKH�ZHOOV� 

 

5HYLHZ�DQG�$XGLW��8SRQ�UHTXHVW��HDFK�ZRUNLQJ�LQWHUHVW�RZQHU�DQG�KLV�GXO\�DXWKRUL]HG�UHSUHVHQWDWLYH�
ZLOO��DW�DOO�UHDVRQDEOH�WLPHV�GXULQJ�RUGLQDU\�EXVLQHVV�KRXUV�DQG�RQ�UHDVRQDEOH�QRWLFH��KDYH�DFFHVV�WR�
VXFK�ERRNV�DQG�UHFRUGV�GLUHFWO\�UHODWLQJ�WR�WKH�DFWLYLWLHV�FRQGXFWHG�XQGHU�WKLV�0HPRUDQGXP��6XFK�
DXGLW�RU�UHYLHZ�VKDOO�EH�FRQGXFWHG�LQ�WKH�6DQ�'LHJR��&DOLIRUQLD�RIILFH�RI�WKH�&RPSDQ\�GXULQJ�UHJXODU�
EXVLQHVV�KRXUV��7KH�ULJKW�RI�DXGLW�DQG�UHYLHZ�VKDOO�WHUPLQDWH�RQH�����\HDU�IURP�WKH�H[SLUDWLRQ�RI�WKLV�
$JUHHPHQW��$Q\�ZRUNLQJ�LQWHUHVW�RZQHU�PD\��DW�KLV�RZQ�H[SHQVH��FDXVH�DQ�DXGLW�RI�WKH�ERRNV�UHODWHG�
WR�VXFK�RZQHU¶V�LQWHUHVW��WR�EH�PDGH�E\�D�&HUWLILHG�3XEOLF�$FFRXQWDQW�RI�KLV�RZQ�VHOHFWLRQ� 



ϰϬ 

BLACK GOLD DEVELOPMENT III 
SUBSCRIPTION AGREEMENT  
Royale Turnkey Oil and Gas Drilling Agreement  
Copy for file - do not mail in 

5R\DOH�(QHUJ\��WKH�³&RPSDQ\´��FRQGXFWV�WKH�SULQFLSDO�EXVLQHVV�DFWLYLWLHV�
RI�H[SORUDWLRQ��GHYHORSPHQW��SURGXFWLRQ��DQG�VDOH�RI�RLO�DQG�QDWXUDO�JDV�LQ�
WKH�GHVLJQDWHG�DUHDV�RI�PXWXDO�LQWHUHVW��7KLV�$JUHHPHQW�LV�PDGH�EHWZHHQ�
WKH�&RPSDQ\�DQG�WKH�³3XUFKDVHU´�ZKRVH�QDPH�DQG�VLJQDWXUH�DSSHDU�RQ�WKH�
VLJQDWXUH�SDJH�DW�WKH�HQG�RI�WKH�$JUHHPHQW� 

 
,1752'8&7,21 

3XUSRVH�-�WKH�SXUSRVH�RI�WKLV�$JUHHPHQW�LV�WR�DOORZ�WKH�SDUWLHV�WR�FRQGXFW�
WKH�EXVLQHVV�RI�H[SORULQJ�IRU�RLO�DQG�QDWXUDO�JDV�RQ�RU�XQGHU�WKH�SURSHUW\�
VXEMHFW�WR�WKLV�$JUHHPHQW��ZKLFK�LV�PRUH�IXOO\�GHVFULEHG�LQ�WKH�3ULYDWH�
3ODFHPHQW�0HPRUDQGXP�ZKLFK�LV�LQFRUSRUDWHG�LQ�WKLV�$JUHHPHQW�E\�
UHIHUHQFH��7KH�EXVLQHVV�VKDOO�LQFOXGH��ZLWKRXW�OLPLWDWLRQ��WKH�SXUFKDVH��VDOH��
DFTXLVLWLRQ��GLVSRVLWLRQ��H[SORUDWLRQ��GHYHORSPHQW��PDQDJLQJ�DQG�
SURGXFWLRQ�RI�RLO�DQG�QDWXUDO�JDV�SURSHUWLHV�LQ�WKH�FRQWUDFW�DUHD�XQGHU�WKLV�
$JUHHPHQW�DQG�DOO�WKLQJV�LQFLGHQW�WKHUHWR��7R�DFFRPSOLVK�WKLV��WKH�
&RPSDQ\�ZLOO�VHOO�WR�WKH�3XUFKDVHU�D�³:RUNLQJ�,QWHUHVW´�LQ�WKH�ULJKWV��
ZKLFK�LV�WKH�ULJKW�LQ�DQ�RLO�DQG��RU�QDWXUDO�JDV�OHDVHKROG��ZKLFK�LV�EXUGHQHG�
ZLWK�D�SRUWLRQ�RI�WKH�H[SHQVHV�RI�GHYHORSPHQW��RSHUDWLRQ�RU�PDLQWHQDQFH�RI�
WKH�SURSHUW\��7KH�DPRXQW�RI�WKH�:RUNLQJ�,QWHUHVW�LV�UHSUHVHQWHG�E\�8QLWV��
DQG�WKH�QXPEHU�RI�8QLWV�RI�WKH�:RUNLQJ�,QWHUHVW�WKDW�WKH�3XUFKDVHU�LV�
SXUFKDVLQJ�LV�OLVWHG�RQ�WKH�VLJQDWXUH�SDJH� 

,W�LV�XQGHUVWRRG�WKDW�WKH�WRWDO�:RUNLQJ�,QWHUHVW�LV�WKH�QHW�RZQHUVKLS�RI�WKH�
RLO�DQG�QDWXUDO�JDV�ULJKWV�DIWHU�GHGXFWLRQ�RI�DQ\�RZQHUVKLS�DWWULEXWDEOH�WR�
DQ\�UR\DOW\�RU�RYHUULGLQJ�UR\DOW\�LQWHUHVW�DWWULEXWDEOH�WR�DQ\�SDUWLFXODU�
ULJKWV��XS�WR�DQ�����QHW�UHYHQXH�LQWHUHVW�LQ�WKH�SURSHUW\��,I�WKH�&RPSDQ\�
REWDLQV�PRUH�WKDQ�DQ�����QHW�UHYHQXH�LQWHUHVW�LQ�WKH�SURSHUW\��WKH�&RPSDQ\�
PD\��LQ�LWV�GLVFUHWLRQ��UHWDLQ�DQ\�RZQHUVKLS�LQWHUHVW�LQ�H[FHVV�RI�D�WRWDO�
:RUNLQJ�,QWHUHVW�HTXDO�WR�DQ�����QHW�UHYHQXH�LQWHUHVW�LQ�WKH�SURSHUW\� 

7KH�3XUFKDVHU�GHVLUHV�WR�SXUFKDVH�D�:RUNLQJ�,QWHUHVW�IURP�WKH�&RPSDQ\�LQ�
FHUWDLQ�RLO�DQG�QDWXUDO�JDV�ULJKWV�GHVFULEHG�LQ�WKH�3ULYDWH�3ODFHPHQW�
0HPRUDQGXP��5R\DOH�(QHUJ\�KDV�DFTXLUHG�WKH�:RUNLQJ�,QWHUHVW�LQ�VXFK�RLO�
DQG�QDWXUDO�JDV�ULJKWV��RU�KDV�WKH�ULJKWV�WR�DVVLJQ�VXFK�:RUNLQJ�,QWHUHVW��DQG�
KDV�DJUHHG�WR�FRQYH\�VXFK�:RUNLQJ�,QWHUHVW�WR�5R\DOH�':,�,QYHVWRUV��//&��
DV�WLWOH�KROGHU�RI�UHFRUGV�IRU�WKH�EHQHILW�RI�WKH�SXUFKDVHU��  

$*5((0(176 

,Q�FRQVLGHUDWLRQ�RI�WKH�EHQHILFLDO�LQWHUHVW�LQ�WKH�:RUNLQJ�,QWHUHVW�
UHSUHVHQWHG�E\�XQLWV�GHVFULEHG�RQ�WKH�VLJQDWXUH�SDJH�WR�WKLV�DJUHHPHQW�DQG�
WKH�&RPSDQ\¶V�REOLJDWLRQ�WR�GULOO��WHVW��ORJ�DQG�FRPSOHWH�WKH�ZHOOV�
�LQFOXGLQJ�SOXJJLQJ�DQG�DEDQGRQLQJ��LI�D�GU\�KROH��VXEMHFW�WR�VXFK�:RUNLQJ�
,QWHUHVW�DV�SURYLGHG�KHUHLQ��³'ULOOLQJ�2SHUDWLRQV´���3XUFKDVHU�DJUHHV�WR�SD\�
WKH�&RPSDQ\�WKH�IXOO�DPRXQW�VWDWHG�RQ�WKH�VLJQDWXUH�SDJH�IRU�WKH�LQGLFDWHG�
8QLW�LQYHVWPHQW��WKH�³7XUQNH\�3ULFH´�� 

 
7851.(<�'5,//,1* 

7KH�&RPSDQ\�DJUHHV�WR�SHUIRUP�WKH�'ULOOLQJ�2SHUDWLRQV�IRU�WKH�7XUQNH\�
3ULFH�DV�D�IL[HG�FRQWUDFW�QR-RXW�WRWDO�7XUQNH\�3ULFH�SHU�8QLW�DV�VHW�IRUWK�LQ�
WKH�3ULYDWH�3ODFHPHQW�0HPRUDQGXP��,Q�WKH�HYHQW�WKDW�WKH�DFWXDO�FRVWV�
LQFXUUHG�E\�WKH�&RPSDQ\�H[FHHG�WKH�7XUQNH\�3ULFH�SHU�8QLW��DQ\�VXFK�
H[FHVV�FRVWV�ZLOO�EH�SDLG�E\�WKH�&RPSDQ\�ZLWKRXW�UHFRXUVH�WR�WKH�
3XUFKDVHU��6LPLODUO\��LI�WKH�DFWXDO�FRVWV�LQFXUUHG�E\�WKH�&RPSDQ\�DUH�OHVV�
WKDQ�WKH�7XUQNH\�3ULFH�SHU�8QLW�VHW�IRUWK�LQ�WKLV�$JUHHPHQW��DQ\�VXFK�
GLIIHUHQFH�EHWZHHQ�DFWXDO�FRVW�DQG�WKH�7XUQNH\�3ULFH�VKDOO�EH�UHWDLQHG�E\�
WKH�&RPSDQ\�DV�SURILW�IRU�WKH�VHUYLFHV�UHQGHUHG�DQG�WKH�ULVNV�DVVXPHG�E\�LW�
XQGHU�WKLV�$JUHHPHQW� 

7KH�'ULOOLQJ�2SHUDWLRQV�DUH�WR�EH�SHUIRUPHG�LQ�D�GLOLJHQW�DQG�ZRUNPDQ-OLNH�
PDQQHU�ZLWK�UHJDUG�IRU�WKH�ULJKWV�DQG�LQWHUHVWV�RI�WKH�3XUFKDVHU�DQG�RWKHU�
:RUNLQJ�,QWHUHVW�RZQHUV��7KH�&RPSDQ\�DJUHHV�WR�DELGH�E\�DQG�FRPSO\�
ZLWK�DOO�6WDWH�DQG�)HGHUDO�ODZV�DQG�UHJXODWLRQV��WRJHWKHU�ZLWK�DOO�UXOHV�DQG�
UHJXODWLRQV�RI�DQ\�JRYHUQPHQWDO�DJHQF\�KDYLQJ�MXULVGLFWLRQ�LQ�WKH�DUHD�RU�
ILHOG�LQ�ZKLFK�VXFK�RSHUDWLRQV�DUH�SHUIRUPHG�� 

7KH�VXPV�SUHSDLG�KHUHXQGHU�IRU�LQWDQJLEOH�GULOOLQJ�FRVWV��DQG�RWKHU�
FRVWV�DUH�UHTXLUHG�WR�EH�SUHSDLG�DV�DQ�DGYDQFH�DQG�QRW�DV�D�
UHIXQGDEOH�GHSRVLW�IRU�WKH�SXUSRVH�RI�SURYLGLQJ�LPPHGLDWH�IXQGV�IRU�
REWDLQLQJ�ULJV�RQ�D�SULRULW\�EDVLV��DOORZLQJ�WKH�GULOOLQJ�YHQWXUH�WR�
SURFHHG�ZLWKRXW�GHOD\�RQ�FXUUHQW�SULFHV�EHIRUH�DQWLFLSDWHG�LQFUHDVHV� 

$IWHU�FRPSOHWLRQ�RI�'ULOOLQJ�2SHUDWLRQV��GHILQHG�DV�FRQQHFWLRQ�WR�
WKH�PHWHU�RQ�JDV�FRPSOHWLRQ�IRU�HDFK�ZHOO�DQG�WHVW�VHSDUDWRU�IRU�RLO���
DOO�FRVWV�LQFXUUHG�LQ�RSHUDWLQJ�VXFK�ZHOOV�VKDOO�EH�ERUQH�E\�WKH�
3XUFKDVHU�WRJHWKHU�ZLWK�WKH�UHPDLQLQJ�ZRUNLQJ�LQWHUHVW� 

,I�WKH�GHFLVLRQ�LV�PDGH�WR�SOXJ�VXFK�ZHOO�ZLWKLQ����GD\V�RI�UHDFKLQJ�
WRWDO�GHSWK��WKH�&RPSDQ\�VKDOO�GR�VR�XQGHU�WKH�WXUQNH\�FRQWUDFW� 

)RU�WKH�SXUSRVHV�RI�WKLV�&RQWUDFW��³FRQQHFWLRQ�WR�WKH�PHWHU�IRU�JDV�
ZHOOV�DQG�WHVW�VHSDUDWRU�IRU�RLO�ZHOOV´�PHDQV�WKDW�SRLQW�LQ�WLPH�ZKHQ�
D�ZHOO�GULOOHG�XQGHU�WKH�WHUPV�KHUHRI�KDV�EHHQ�FRQQHFWHG�WR�WKH�
JDWKHULQJ�OLQH�RU�WDQNV�UHDFKHG�LQ�VXFK�ZHOOV�DQG�2SHUDWRU�KDV�
FRPSOHWHG�KLV�ZRUN�WKHUHRQ��H[FHSW�IRU�SOXJJLQJ��LI�QHFHVVDU\� 

 
'5,//,1*�/2&$7,216 

7KH�SURSRVHG�ZHOOV�LQ�WKLV�SURMHFW�DUH�ORFDWHG�RQ�WKH�RLO�DQG�JDV�
ULJKWV�GHVFULEHG�LQ�GHWDLO�LQ�WKH�3ULYDWH�3ODFHPHQW�0HPRUDQGXP�
XQGHU�³7HFKQLFDO�'HVFULSWLRQ�´ 

7KH�&RPSDQ\�ZLOO�FKRRVH�WKH�GULOOLQJ�VLWHV�RQ�WKH�ULJKWV��
&RPSOHWLRQ�ZLOO�EH�DWWHPSWHG�RQ�WKH�ZHOOV�LI�WKH�LQIRUPDWLRQ�
REWDLQHG�IRU�WKH�IRUPDWLRQ�DSSHDUV�DGHTXDWHO\�SRVLWLYH��,W�LV�
DQWLFLSDWHG�WKDW�WKH�ZHOOV�ZLOO�EH�FRPSOHWHG��+RZHYHU��WKHUH�FDQ�EH�
QR�DVVXUDQFH�WKDW�DQ\�ZHOO�ZLOO�EH�FRPPHUFLDOO\�SURGXFWLYH� 

$IWHU�SURGXFWLRQ�RSHUDWLRQV�KDYH�FRPPHQFHG��WKH�&RPSDQ\��DW�LWV�
VROH�GLVFUHWLRQ��PD\�GHWHUPLQH�WKDW�WKH�ZHOO�LV�QR�ORQJHU�FRPPHUFLDO�
DQG�SURFHHG�WR�DEDQGRQ�DQG�SOXJ�VXFK�ZHOO��8SRQ�DEDQGRQPHQW�RI�D�
SURGXFLQJ�ZHOO��WKH�RZQHUV�RI�WKH�ZRUNLQJ�LQWHUHVW�VKDOO�VKDUH�
SOXJJLQJ�H[SHQVHV�ZRUNLQJ�LQWHUHVW�RZQHUV�LQ�HDFK�ZHOO�SURUDWHG�WR�
WKHLU�SHUFHQWDJH�RI�RZQHUVKLS�RI�WKDW�ZHOO��DQG�DQ\�SURFHHGV�
DFFUXLQJ�IURP�WKH�VDOH�RI�VDOYDJH�HTXLSPHQW�DQG�FDVLQJ�VKDOO�EH�
GLVWULEXWHG�LQ�WKH�VDPH�PDQQHU� 

  
5,*+7�2)�68%67,787,21 

,W�LV�XQGHUVWRRG�DQG�DJUHHG�WKDW�XSRQ�WKH�H[HFXWLRQ�KHUHRI��WKH�SDUWLHV�
KDYH�DJUHHG�XSRQ�WKH�ZHOOV�WR�EH�GULOOHG�DQG�WKHLU�ORFDWLRQ� 

,W�LV�IXUWKHU�XQGHUVWRRG�DQG�DJUHHG��KRZHYHU��WKDW�DV�D�JHQHUDO�
SUDFWLFH�XSRQ�WKH�GULOOLQJ�DQG�FRPSOHWLRQ�RI�WKH�ILUVW�ZHOO��RU�DW�DQ\�
SRLQW�GXULQJ�WKH�GULOOLQJ�SURJUDP��VKRXOG�DGYHUVH�HQJLQHHULQJ�RU�
JHRORJLFDO�FRQGLWLRQV�EH�HQFRXQWHUHG��RU�WKH�SURVSHFW�IRU�DQ\�RWKHU�
UHDVRQ�EH�GHWHUPLQHG�QRW�WR�EH�HFRQRPLFDOO\�IHDVLEOH��WKHQ�WKH�
&RPSDQ\�XSRQ�WKH�DGYLFH�DQG�DJUHHPHQW�RI�2SHUDWRU�PD\�WHUPLQDWH�
WKH�GULOOLQJ�RI�WKRVH�ULJKWV� 

,Q�VXFK�FDVH��DQ\�UHPDLQLQJ�VXPV�DV�QRW�\HW�SDLG�RXW�DW�WKDW�WLPH�
PD\�EH�XVHG�LQ�WKH�DFTXLVLWLRQ�DQG�GULOOLQJ�LQ�DQRWKHU�SURVSHFW�RU�
ZHOO�KDYLQJ�VXEVWDQWLDOO\�HTXLYDOHQW�FRVW��7KH�SHUFHQWDJH�RI�
RZQHUVKLS�PD\�EH�DGMXVWHG�XSZDUG�RU�GRZQZDUG�WR�FRQIRUP�WR�WKH�
³HTXLYDOHQW�FRVW´�RI�GULOOLQJ�DQG�WKH�VHOHFWLRQ�RI�WKH�SURVSHFW�VKDOO�
EH�DW�7KH�&RPSDQ\¶V�GLVFUHWLRQ� 

  
7,7/(�72�3523(57,(6 

5R\DOH�':,�,QYHVWRUV��//&�VKDOO�KROG�UHFRUG�WLWOH�WR�WKH�:RUNLQJ�
,QWHUHVW�LQ�WKH�VXEMHFW�ZHOOV�IRU�WKH�EHQHILWV�RI�DOO�LQYHVWRUV�SXUVXDQW�
WR�WKH�0HPRUDQGXP�LQFOXGLQJ�WKH�:RUNLQJ�,QWHUHVW�ULJKWV�DFTXLUHG�
E\�SXUFKDVHU�KHUHXQGHU��3XUFKDVHU�DJUHHV�WKDW�DOO�ULJKWV�DFTXLUHG�DUH�
VXEMHFW�WR�DQ\�UR\DOWLHV�DQG�RU�RYHUULGLQJ�UR\DOWLHV� 



ϰϭ 

&RS\�IRU�)LOH�-�'R�1RW�0DLO�,Q 

5($66,*10(17�$1'�6$/( 

7KH�&RPSDQ\�VKDOO�EH�IUHH�WR�PDNH�VDOHV�RU�DVVLJQPHQWV�RI�DQ\�RWKHU�
SRUWLRQ�RI�LWV�:RUNLQJ�DQG�RU�1HW�5HYHQXH�,QWHUHVW�LQ�WKH�ULJKWV�DV�LW�PD\�
FKRRVH��,Q�WKH�HYHQW�WKH�&RPSDQ\�VHOOV�VRPH�RU�DOO�RI�LWV¶�LQWHUHVW�LQ�DQ\�
ZHOO��WR�D�WKLUG�SDUW\��LW�VKDOO�KDYH�WKH�ULJKW�WR�VHOO�3XUFKDVHU¶V�LQWHUHVW��,Q�
WKH�HYHQW�RI�VXFK�D�VDOH��WKH�&RPSDQ\�VKDOO�EH�UHTXLUHG�WR�SD\�3XUFKDVHU�
LWV¶�SUR�UDWD�VKDUH�RI�WKH�SURFHHGV�RQ�D�1HW�5HYHQXH�,QWHUHVW�EDVLV� 

 

7+(�23(5$7,1*�$*5((0(17 

$OO�GULOOLQJ��FRPSOHWLRQ�DQG�SURGXFWLRQ�RSHUDWLRQV�ZLOO�EH�FRQGXFWHG�
SXUVXDQW�WR�WKH�WHUPV�RI�D�PRGHO�$�$�3�/��)RUP�����2SHUDWLQJ�$JUHHPHQW�
�WKH�³2SHUDWLQJ�$JUHHPHQW´��ZKLFK�JRYHUQV�VDLG�DFWLYLWLHV�RQ�HDFK�GULOOLQJ�
DQG�VSDFLQJ�XQLW�RQ�DQ�LQGLYLGXDO�ZHOO�EDVLV��7KH�&RPSDQ\�ZLOO�DFW�DV�WKH�
PDQDJHU�XQGHU�WKH�2SHUDWLQJ�$JUHHPHQW��3XUFKDVHU�KHUHE\�FRQVHQWV�WR�WKH�
HQWU\�RI�WKH�2SHUDWLQJ�$JUHHPHQW�DQG�DSSRLQWV�WKH�&RPSDQ\�DV�WKH�
3XUFKDVHU¶V�DWWRUQH\-LQ-IDFW�WR�H[HFXWH�WKH�2SHUDWLQJ�$JUHHPHQW�RQ�WKH�
3XUFKDVHU¶V�EHKDOI��7KH�&RPSDQ\�VKDOO�SURYLGH�WKH�3XUFKDVHU�ZLWK�D�FRS\�
RI�DQ\�SURSRVHG�DPHQGPHQW�WR�WKH�2SHUDWLQJ�$JUHHPHQW�SULRU�WR�HQWU\�RI�
DQ\�VXFK�DPHQGPHQW� 

7KH�&RPSDQ\�VKDOO�DW�DOO�WLPHV�KDYH�WKH�ULJKW�WR�VHOO�DQG�GHGLFDWH�WR�DQ\�
SXUFKDVHU�DOO�RI�WKH�RLO�DQG�JDV�SURGXFHG�IURP�DQ\�ZHOO�GULOOHG�SXUVXDQW�WR�
WKLV�$JUHHPHQW�RQ�WKH�ULJKWV�GHVFULEHG�RQ�VXFK�WHUPV�DQG�FRQGLWLRQV�DV�DUH�
SHUPLWWHG�XQGHU�WKH�2SHUDWLQJ�$JUHHPHQW��SURYLGHG�VXFK�SULFH�LV�QRW�OHVV�
WKDQ�WKH�SUHYDLOLQJ�SULFH�IRU�JDV�EHLQJ�SDLG�LQ�WKH�LPPHGLDWH�DUHD�RI�WKH�
VXEMHFW�ZHOOV� 

3URSRVHG�RSHUDWLRQV�DUH�PRUH�IXOO\�GHVFULEHG�LQ�WKH�3ULYDWH�3ODFHPHQW�
0HPRUDQGXP�XQGHU�³3URSRVHG�2SHUDWLRQV�´ 

  

$66(660(176 

(TXLSPHQW�$VVHVVPHQWV��7KH�7XUQNH\�2LO�DQG�*DV�'ULOOLQJ�$JUHHPHQW�IRU�
WKLV�SURJUDP�LQFOXGH�VXFK�RSHUDWLRQ�DQG�HTXLSPHQW�QHFHVVDU\�IRU�WHVWLQJ�
DQG�FRPSOHWLRQ�RI�WKH�LQLWLDO�SULPDU\�WDUJHW�]RQH��,Q�WKH�HYHQW�PXOWLSOH�
SRWHQWLDO�SD\�]RQHV�DUH�HQFRXQWHUHG�LQ�WKH�ZHOOERUH��WKH�8QLW�+ROGHU�VKDOO�
KDYH�WKH�ULJKW��EXW�QRW�WKH�REOLJDWLRQ��WR�SDUWLFLSDWH�LQ�DOO�DGGLWLRQDO�]RQHV�
DQG�HTXLSPHQW�RQ�D�SUR-UDWD�EDVLV��:KHQ�GHHPHG�QHFHVVDU\�RU�SUXGHQW��WKH�
FRPSDQ\�ZLOO�SURYLGH�QRWLFH�WR�WKH�8QLW�+ROGHU�GHVFULELQJ�WKH�SURSRVHG�
RSHUDWLRQ��FRVW�DQG�WKH�WLPLQJ�RU�ZRUN�WR�EH�SHUIRUPHG��ZKHUHXSRQ�WKH�8QLW�
+ROGHU�VKDOO�KDYH����GD\V�LQ�ZKLFK�WR�HOHFW�WR�SDUWLFLSDWH�LQ�VXFK�ZRUN�DQG�
VKDUH�LQ�SURGXFWLRQ�DQG�UHYHQXH��LI�DQ\��IURP�WKH�UHVXOWLQJ�RSHUDWLRQ� 

  

&21),'(17,$/,7<�2)�'$7$ 

,Q�FRQQHFWLRQ�ZLWK�WKH�GULOOLQJ�DQG�RSHUDWLRQV�RI�VXFK�ZHOOV��WKH�3XUFKDVHU�
VKDOO�KDYH�IXOO�DQG�FRPSOHWH�DFFHVV�WR�WKH�ORFDWLRQ��GULOOHU¶V�ORJV��HOHFWULFDO�
ORJV��FRUHV�DQG�DQ\�RWKHU�LQIRUPDWLRQ�JDLQHG�E\�WKH�GULOOLQJ�RI�VXFK�ZHOOV� 

$OO�GDWD��LQIRUPDWLRQ��DQG�RWKHU�UHSRUWV�IXUQLVKHG�XQGHU�WKLV�$JUHHPHQW�
DQG�XQGHU�WKH�2SHUDWLQJ�$JUHHPHQW�VKDOO�EH�FRQILGHQWLDO��DQG�3XUFKDVHU�
VKDOO�QRW�GLVFORVH�VXFK�LQIRUPDWLRQ�DQG�DJUHHV�WR�H[HUFLVH�UHDVRQDEOH�FDUH�
DQG�SUHFDXWLRQV�WR�SUHYHQW�WKH�SXEOLFDWLRQ��GLVVHPLQDWLRQ��RU�GLVFORVXUH�RI�
DQ\�VXFK�GDWD��LQIRUPDWLRQ��DQG�UHSRUWV�RU�FRSLHV�WKHUHRI�WR�DQ\�WKLUG�SDUW\��
ZKRPVRHYHU� 

  

5(/$7,216+,3�2)�7+(�3$57,(6 

7KLV�$JUHHPHQW�LV�QRW�FRQVWUXHG�DV�FUHDWLQJ�DQ\�NLQG�RI�SDUWQHUVKLS�UHODWLRQ�
EHWZHHQ�WKH�XQGHUVLJQHG�DQG�WKH�&RPSDQ\�RU�EHWZHHQ�WKH�3XUFKDVHU�DQG�
DQ\�RWKHU�SDUWLHV�RI�:RUNLQJ�,QWHUHVW�IURP�WKH�&RPSDQ\��7KH�ULJKWV��GXWLHV�
DQG�REOLJDWLRQV�RI�WKH�SDUWLHV�KHUHXQGHU�VKDOO�DW�DOO�WLPHV�EH�VROHO\�DV�
VSHFLILHG�LQ�WKLV�$JUHHPHQW�DQG�VKDOO�XQGHU�QR�FLUFXPVWDQFHV�EH�RQ�DQ\�
EDVLV�RWKHU�WKDQ�LQGLYLGXDO�DQG�QRW�MRLQW�RU�FROOHFWLYH��(DFK�SDUW\�VKDOO�EH�
OLDEOH�IRU�RQO\�LWV¶�SHUFHQW�RI�RZQHUVKLS�VKDUH�RI�FRVWV�LQFXUUHG� 

 

$66,*10(17 

7KLV�$JUHHPHQW�VKDOO�EH�ELQGLQJ�XSRQ�WKH�SDUWLHV�KHUHWR��WKHLU�KHLUV�DQG�
DVVLJQV��ZLWK�WKH�WHUPV�DQG�SURYLVLRQV�KHUHRI�FRQVWLWXWLQJ�FRYHQDQWV�
UXQQLQJ�ZLWK�WKH�WLWOH�WR�WKH�2LO�DQG�*DV�ULJKWV� 

 

5(32576 

)LQDQFLDO�6WDWHPHQWV�DQG�3URJUHVV�5HSRUWV��7KH�&RPSDQ\�ZLOO�
UHQGHU�GULOOLQJ�SURJUHVV�UHSRUWV�GXULQJ�GULOOLQJ�RSHUDWLRQV��7KH�
&RPSDQ\�ZLOO�WKHQ�IXUQLVK�PRQWKO\�SURGXFWLRQ�UHSRUWV�DQG�
DQQXDOO\�IXUQLVK�ZRUNLQJ�LQWHUHVW�RZQHUV�ZLWK�WKH�LQIRUPDWLRQ�
QHFHVVDU\�WR�HQDEOH�HDFK�RZQHU�RI�WKH�ZHOOV�WR�ILOH�KLV�)HGHUDO�DQG�
6WDWH�LQFRPH�WD[�UHWXUQV� 

%RRNV�DQG�5HFRUGV��7KH�&RPSDQ\�ZLOO�PDLQWDLQ�DW�LWV�SULQFLSDO�
RIILFH�DQG�SODFH�RI�EXVLQHVV��FRPSOHWH�DQG�DFFXUDWH�ERRNV�RI�
DFFRXQWV�DQG�UHFRUGV�RI�HDFK�ZHOO��LQFOXGLQJ�DOO�DJUHHPHQWV��
LQVWUXPHQWV�DQG�RWKHU�GRFXPHQWV�UHODWLQJ�WR�WKH�RSHUDWLRQV�DQG�
DFWLYLWLHV�RI�WKH�ZHOOV� 

5HYLHZ�DQG�$XGLW��8SRQ�UHTXHVW��HDFK�:RUNLQJ�,QWHUHVW�RZQHU�DQG�
KLV�GXO\�DXWKRUL]HG�UHSUHVHQWDWLYH�ZLOO��DW�DOO�UHDVRQDEOH�WLPHV�
GXULQJ�RUGLQDU\�EXVLQHVV�KRXUV�DQG�RQ�UHDVRQDEOH�QRWLFH��KDYH�
DFFHVV�WR�VXFK�ERRNV�DQG�UHFRUGV�GLUHFWO\�UHODWLQJ�WR�WKH�DFWLYLWLHV�
FRQGXFWHG�XQGHU�WKLV�0HPRUDQGXP��6XFK�DXGLW�RU�UHYLHZ�VKDOO�EH�
FRQGXFWHG�LQ�WKH�6DQ�'LHJR��&DOLIRUQLD�RIILFH�RI�WKH�&RPSDQ\�
GXULQJ�UHJXODU�EXVLQHVV�KRXUV��7KH�ULJKW�RI�DXGLW�DQG�UHYLHZ�VKDOO�
WHUPLQDWH�RQH�����\HDU�IURP�WKH�H[SLUDWLRQ�RI�WKLV�$JUHHPHQW��$Q\�
ZRUNLQJ�LQWHUHVW�RZQHU�PD\��DW�KLV�RZQ�H[SHQVH��FDXVH�DQ�DXGLW�RI�
WKH�ERRNV�UHODWHG�WR�VXFK�RZQHU¶V�LQWHUHVW��WR�EH�PDGH�E\�D�&HUWLILHG�
3XEOLF�$FFRXQWDQW�RI�KLV�RZQ�VHOHFWLRQ� 

  

6(9(5$%,/,7< 

,Q�WKH�HYHQW�WKDW�DQ\�SURYLVLRQ�KHUHRI�RU�DQ\�SRUWLRQ�RI�DQ\�
SURYLVLRQ�KHUHRI�VKDOO�EH�GHHPHG�LQYDOLG�RU�XQHQIRUFHDEOH��VXFK�
LQYDOLGLW\�RU�XQHQIRUFHDELOLW\�VKDOO�QRW�DIIHFW�DQ\�RWKHU�SRUWLRQ�RI�VDLG�
SURYLVLRQ��QRU�VKDOO�LW�DIIHFW��SUHMXGLFH��RU�GLVWXUE�DQ\�RWKHU�SURYLVLRQ�
LQ�WKLV�$JUHHPHQW��DV�HDFK�SURYLVLRQ�KHUHRI�VKDOO�EH�GHHPHG�WR�EH�
VHYHUDEOH� 

  

%,1',1* 

7KLV�$JUHHPHQW�DQG�WKH�LQWHUHVW�DQG�ULJKWV�WUDQVIHUUHG�KHUHLQ�VKDOO�
LQXUH�WR�WKH�EHQHILW�DQG�EH�ELQGLQJ�XSRQ�WKH�SDUWLHV�KHUHWR��WKHLU�
VXFFHVVRUV�DQG�WKHLU�DVVLJQV� 

  

27+(5�,167580(176 

7KH�SDUWLHV�KHUHWR�FRYHQDQW�DQG�DJUHH�WKDW�WKH\�ZLOO�H[HFXWH�VXFK�
RWKHU�DQG�IXUWKHU�LQVWUXPHQWV�DQG�GRFXPHQWV�DV�DUH�RU�PD\�EH�
QHFHVVDU\�RU�FRQYHQLHQW�WR�HIIHFWXDWH�DQG�FDUU\�RXW�WKLV�$JUHHPHQW��
DQG�WKDW�VXFK�GRFXPHQWV�DUH�DQ�LQWHJUDO�SDUW�RI�WKLV�DJUHHPHQW� 

 

385&+$6(5¶6�5(35(6(17$7,216�$1'�:$55$17,(6 

7KH�XQGHUVLJQHG�UHSUHVHQWV�DQG�ZDUUDQWV� 

$��$FFUHGLWHG�6XLWDELOLW\��7KH�XQLWV�DUH�LQWHQGHG�WR�EH�H[HPSW�IURP�
UHJLVWUDWLRQ�XQGHU�WKH�6HFXULWLHV�$FW�DQG�DSSOLFDEOH�VWDWH�VHFXULWLHV�ODZV��
SXUVXDQW�WR�WKH�H[HPSWLRQ�IURP�UHJLVWUDWLRQ�UHTXLUHPHQWV�FRQWDLQHG�LQ�5XOH�
����F��RI�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ� �,QYHVWPHQW�LQ�WKH�
XQLWV�LV�VXLWDEOH�RQO\�IRU�SHUVRQV�ZKR�KDYH�DGHTXDWH�PHDQV�RI�SURYLGLQJ�
IRU�WKHLU�FXUUHQW�QHHGV�DQG�SHUVRQDO�FRQWLQJHQFLHV�DQG�KDYH�QR�QHHG�IRU�
OLTXLGLW\�LQ�VXFK�DQ�LQYHVWPHQW� 

6DOHV�ZLOO�EH�PDGH�RQO\�WR�DFFUHGLWHG�LQYHVWRUV��DV�WKDW�WHUP�LV�GHILQHG�LQ�
5HJXODWLRQ�'��5XOH������SURPXOJDWHG�E\�WKH�6HFXULWLHV�DQG�([FKDQJH�
&RPPLVVLRQ��5XOH�����GHILQHV�DFFUHGLWHG�LQYHVWRUV��DQG�WKH�XQGHUVLJQHG�
ZDUUDQWV�WKDW�WKH\�DUH�RQH�RI�WKH�IROORZLQJ� 

Ƒ�DQ�LQGLYLGXDO�ZLWK�D�QHW�ZRUWK�RI�DW�OHDVW����PLOOLRQ��QRW�LQFOXGLQJ�WKH�
YDOXH�RI�KLV�RU�KHU�SULPDU\�UHVLGHQFH� 

   25 

Ƒ�DQ�LQGLYLGXDO�ZLWK�LQFRPH�H[FHHGLQJ����������LQ�HDFK�RI�WKH�WZR�PRVW�
UHFHQW�FDOHQGDU�\HDUV�RU�MRLQW�LQFRPH�ZLWK�D�VSRXVH�H[FHHGLQJ����������IRU�
WKRVH�\HDUV�DQG�D�UHDVRQDEOH�H[SHFWDWLRQ�RI�WKH�VDPH�LQFRPH�OHYHO�LQ�WKH�
FXUUHQW�\HDU�� 

  25 



ϰϮ 

Ƒ�D�WD[�H[HPSW�FKDULWDEOH�RUJDQL]DWLRQ��FRUSRUDWLRQ�RU�SDUWQHUVKLS�ZLWK�
DVVHWV�LQ�H[FHVV�RI����PLOOLRQ� 

   25 
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Ƒ�D�WUXVW�ZLWK�DVVHWV�RI�DW�OHDVW����PLOOLRQ��QRW�IRUPHG�RQO\�WR�DFTXLUH�WKH�
VHFXULWLHV�RIIHUHG��DQG�ZKRVH�SXUFKDVHV�DUH�GLUHFWHG�E\�D�SHUVRQ�ZKR�
PHHWV�WKH�OHJDO�VWDQGDUG�RI�KDYLQJ�VXIILFLHQW�NQRZOHGJH�DQG�H[SHULHQFH�LQ�
ILQDQFLDO�DQG�EXVLQHVV�PDWWHUV�WR�EH�FDSDEOH�RI�HYDOXDWLQJ�WKH�PHULWV�DQG�
ULVNV�RI�WKH�SURVSHFWLYH�LQYHVWPHQW� 

 

5XOH�����F��UHTXLUHV�WKH�&RPSDQ\�WR�WDNH�UHDVRQDEOH�VWHSV�WR�YHULI\�WKDW�
HDFK�SXUFKDVHU�TXDOLILHV�DV�DQ�DFFUHGLWHG�LQYHVWRU� �6SHFLILFDOO\��5XOH����
�F��UHTXLUHV�XV�WR�FROOHFW�GRFXPHQWDU\�LQIRUPDWLRQ�IURP�\RX�WR�GHWHUPLQH�
ZKHWKHU�\RX�DUH�DQ�DFFUHGLWHG�LQYHVWRU��RU�WR�REWDLQ�LQGHSHQGHQW�
YHULILFDWLRQ�RI�\RXU�VWDWXV�IURP�D�WKLUG�SDUW\�VHFXULWLHV�EURNHU��LQYHVWPHQW�
DGYLVHU��ODZ\HU�RU�FHUWLILHG�SXEOLF�DFFRXQWDQW� �,W�LV�SRVVLEOH�WKDW�\RX�ZHUH�
QRW�UHTXLUHG�WR�VXEPLW�WKLV�W\SH�RI�LQIRUPDWLRQ�LQ�SDVW�RIIHULQJV�LQ�ZKLFK�
\RX�KDYH�SDUWLFLSDWHG��+RZHYHU��WKH�QDWXUH�RI�WKLV�RIIHULQJ�DQG�WKH�
UHTXLUHPHQWV�RI�5XOH�����F��LPSRVH�WKHVH�DGGLWLRQDO�REOLJDWLRQV�RQ�WKH�
&RPSDQ\��:H�DUH�UHTXLUHG�WR�FROOHFW�DQG�WKH�XQGHUVLJQHG�DJUHHV�WR�
SURYLGH�RQH�RI�WKH�IROORZLQJ�DV�D�FRQGLWLRQ�RI�DFFHSWLQJ�WKH�VXEVFULSWLRQ� 

 

9HULILFDWLRQ�EDVHG�RQ�LQFRPH��E\�SURYLGLQJ�FRSLHV�RI�DQ\�,QWHUQDO�
5HYHQXH�6HUYLFH�IRUP�WKDW�UHSRUWV�LQFRPH��VXFK�DV�)RUP�:-���)RUP�������
6FKHGXOH�.-��RI�)RUP�������DQG�D�ILOHG�)RUP������ 

   25� 

 

9HULILFDWLRQ�RQ�QHW�ZRUWK��E\�SURYLGLQJ�VSHFLILF�W\SHV�RI�GRFXPHQWDWLRQ�
GDWHG�ZLWKLQ�WKH�SULRU�WKUHH�PRQWKV��VXFK�DV�EDQN�VWDWHPHQWV��EURNHUDJH�
VWDWHPHQWV��FHUWLILFDWHV�RI�GHSRVLW��WD[�DVVHVVPHQWV�DQG�D�FUHGLW�UHSRUW�IURP�
DW�OHDVW�RQH�RI�WKH�QDWLRQZLGH�FRQVXPHU�UHSRUWLQJ�DJHQFLHV��DQG�REWDLQLQJ�
D�ZULWWHQ�UHSUHVHQWDWLRQ� 

   25 

 

$��:ULWWHQ�FRQILUPDWLRQ�IURP�D�UHJLVWHUHG�EURNHU-GHDOHU��DQ�6(&-
UHJLVWHUHG�LQYHVWPHQW�DGYLVHU��D�OLFHQVHG�DWWRUQH\�RU�D�FHUWLILHG�SXEOLF�
DFFRXQWDQW�VWDWLQJ�WKDW�VXFK�SHUVRQ�RU�HQWLW\�KDV�WDNHQ�UHDVRQDEOH�VWHSV�WR�
YHULI\�WKDW�\RX�DUH�DQ�DFFUHGLWHG�LQYHVWRU�ZLWKLQ�WKH�ODVW�WKUHH�PRQWKV�DQG�
KDV�GHWHUPLQHG�WKDW�VXFK�SXUFKDVHU�LV�DQ�DFFUHGLWHG�LQYHVWRU�  

 

%��7KDW�WKH�XQGHUVLJQHG�ZLOO�EH�WKH�EHQHILFLDO�RZQHU�RI�WKH�8QLWV�WR�EH�
VROG��DQG�WKDW�WKH\�DUH�DFTXLULQJ�WKH�8QLWV�IRU�WKHLU�RZQ�DFFRXQW��IRU�
LQYHVWPHQW��DQG�ZLWK�QR�LQWHQWLRQ�RI�GLVWULEXWLQJ��UHVHOOLQJ��SOHGJLQJ��RU�
RWKHUZLVH�GLVSRVLQJ�RI�WKH�8QLWV�WR�DQ\�RWKHU�SHUVRQ��DQG�WKDW�WKH\�ZLOO�
QRW��LQ�DQ\�HYHQW��VHOO�WKH�8QLWV�ZLWKLQ���PRQWKV�DIWHU�WKH�GDWH�RI�SXUFKDVH� 

 

&��7KDW�WKH�XQGHUVLJQHG�LV�DZDUH�WKDW�WKHUH�LV�QR�SXEOLF�PDUNHW�IRU�WKH�8QLWV�
DQG�LW�PD\�WKHUHIRUH�QRW�EH�SRVVLEOH�WR�UHDGLO\�OLTXLGDWH�WKH�LQYHVWPHQW��
DQG�WKDW�WKH�XQGHUVLJQHG�LV�DEOH�WR�EHDU�WKH�ILQDQFLDO�ULVN�RI�WKH�DEVHQFH�RI�
OLTXLGLW\�RI�WKH�LQYHVWPHQW� 

 
'���7KDW�WKH�XQGHUVLJQHG�UHFRJQL]HV�WKH�VSHFXODWLYH�QDWXUH�DQG�LQKHUHQW�
ULVNV�LQYROYHG�LQ�WKH�LQYHVWPHQW��DQG�WKH\�KDYH�WDNHQ�IXOO�FRJQL]DQFH�RI�DQG�
XQGHUVWDQG�DOO�RI�WKH�ULVN�IDFWRUV�UHOHYDQW�WR�DQ�LQYHVWPHQW�LQ�WKH�SURJUDP��
VSHFLILFDOO\��LQFOXGLQJ�WKH�ULVN�IDFWRUV�VHW�IRUWK�XQGHU�WKH�FDSWLRQ�³5LVN�
)DFWRUV´�LQ�WKH�3ULYDWH�3ODFHPHQW� 0HPRUDQGXP� 

 

(���7KDW�WKH�XQGHUVLJQHG�LV�DZDUH�WKDW�QR�)HGHUDO�RU�6WDWH�DJHQF\�KDV�
PDGH�DQ\�ILQGLQJ�RU�GHWHUPLQDWLRQ�DV�WR�WKH�IDLUQHVV�IRU�SXEOLF�RU�SULYDWH�
LQYHVWPHQW��QRU�DQ\�UHFRPPHQGDWLRQ�RU�HQGRUVHPHQW�RI�WKH�,QWHUHVWV� 

)���7KDW�WKH�XQGHUVLJQHG�DQG�KLV�3XUFKDVHU�5HSUHVHQWDWLYH��LI�UHTXLUHG��
KDYH�EHHQ�IXUQLVKHG�DQG�KDYH�FDUHIXOO\�UHDG�DQG�XQGHUVWDQG�WKH�
&RQILGHQWLDO�3ULYDWH�3ODFHPHQW�0HPRUDQGXP�UHODWLQJ�WR�WKH�RIIHULQJ�RI�
WKH�8QLWV��LQFOXGLQJ�DOO�DSSHQGLFHV�WKHUHWR��DQG�KDYH�KDG�DFFHVV�WR�DOO�VXFK�
DSSHQGLFHV�DQG�RWKHU�LQIRUPDWLRQ�PDWHULDO�WR�WKLV�LQYHVWPHQW��7KH\�IXUWKHU�
UHSUHVHQW�WKDW�WKH\�DQG�WKHLU�3XUFKDVHU�5HSUHVHQWDWLYH��LI�UHTXLUHG��KDYH�
EHHQ�JLYHQ�WKH�RSSRUWXQLW\�WR�DVN�TXHVWLRQV�DQG�UHFHLYH�DQVZHUV�WKHUHWR�
FRQFHUQLQJ�WKH�WHUPV�DQG�FRQGLWLRQV�RI�WKLV�RIIHULQJ�DQG�DOO�DVSHFWV�RI�WKLV�
LQYHVWPHQW��DQG�KDYH�EHHQ�DIIRUGHG�DQ�RSSRUWXQLW\�WR�REWDLQ�DQ\�DGGLWLRQDO�
LQIRUPDWLRQ�QHFHVVDU\�WR�YHULI\�WKH�DFFXUDF\�RI�WKH�LQIRUPDWLRQ�IXUQLVKHG��
DQG�QR�VWDWHPHQW��SULQWHG�PDWHULDO��RU�LQGXFHPHQW�JLYHQ�RU�PDGH�E\�WKH�
RIIHURU�LV�FRQWUDU\�WR�WKH�LQIRUPDWLRQ�FRQWDLQHG�LQ�WKH�&RQILGHQWLDO�3ULYDWH�
3ODFHPHQW�0HPRUDQGXP� 

 

*���7KDW�WKH�XQGHUVLJQHG�UHFRJQL]HV�WKDW�WKHUH�LV�QR�DVVXUDQFH�WKDW�WKH�
,QWHUQDO�5HYHQXH�&RGH�RU�WKH�5HJXODWLRQV�SURPXOJDWHG�WKHUHXQGHU�ZLOO�QRW�
EH�LQWHUSUHWHG�DGYHUVHO\�RU�FKDQJHG�E\�OHJLVODWLYH�DFWLRQ�DQG�PD\�KHUHDIWHU�
EH�LQWHUSUHWHG�RU�DPHQGHG�LQ�VXFK�D�PDQQHU�DV�WR�GHSULYH�WKH�SDUWLFLSDQWV�
RI�DQ\�WD[�EHQHILW�WKH\�PD\�FRQWHPSODWH�UHFHLYLQJ�RU�PD\�QRZ�UHFHLYH��� 

 

+��7KDW�WKH�XQGHUVLJQHG�KDV�VXFK�NQRZOHGJH�DQG�H[SHULHQFH�LQ�ILQDQFLDO�
DQG�EXVLQHVV�PDWWHUV�DQG�LQ�VLPLODU�SURJUDPV�DQG�LQYHVWPHQWV�DV�ZLOO�
HQDEOH�WKHP�WR�XWLOL]H�WKH�LQIRUPDWLRQ�WKDW�LV�DYDLODEOH�LQ�FRQQHFWLRQ�ZLWK�
WKH�RIIHULQJ�RI�WKH�8QLWV�LQ�RUGHU�WR�HYDOXDWH�WKH�ULVNV�DQG�PHULWV�RI�WKLV�
SDUWLFXODU�LQYHVWPHQW�DQG�WKXV�PDNH�DQ�LQIRUPHG�LQYHVWPHQW�GHFLVLRQ��RU�
WKDW��KH���RU�WKHLU�3XUFKDVHU�5HSUHVHQWDWLYH��KDV�VXFK�NQRZOHGJH��DQG�
H[SHULHQFH��LQ�ILQDQFLDO�DQG�EXVLQHVV�PDWWHUV�WKDW�WKH\�DUH�FDSDEOH�RI�
HYDOXDWLQJ�WKH�PHULWV�DQG�ULVNV�RI�WKH�SURVSHFWLYH�LQYHVWPHQW�DQG�WKDW�WKH\�
DUH�DEOH�WR�EHDU�WKH�HFRQRPLF�ULVN�RI�WKH�LQYHVWPHQW��ZKLFK�LQFOXGHV�WKH�
SRVVLELOLW\�RI�ORVLQJ�WKH�HQWLUH�LQYHVWPHQW��7KH�6XEVFULEHU�KHUHE\�
UHSUHVHQWV�WKDW�WKH�3XUFKDVHU�XQGHUVWDQGV�WKH�IXQGDPHQWDO�DVSHFWV�RI�WKLV�
RIIHULQJ��LQFOXGLQJ�WKH�ULVNV��7KLV�&RQWUDFW�LV�HQWHUHG�LQWR�LQ�WKH�6WDWH�RI�
&DOLIRUQLD��DQG�DOO�PDWWHUV�UHODWLQJ�WR�WKH�YDOLGLW\��FRQVWUXFWLRQ��
LQWHUSUHWDWLRQ�DQG�SHUIRUPDQFH�WKHUHXQGHU�VKDOO�EH�GHWHUPLQHG�LQ�
DFFRUGDQFH�ZLWK�WKH�ODZV�RI�WKH�6WDWH�RI�&DOLIRUQLD�LQ�6DQ�'LHJR��7KH�
SDUWLHV�DJUHH�WKDW�DQ\�GLVSXWHV�DULVLQJ�XQGHU�WKLV�$JUHHPHQW�ZLOO�EH�
VXEPLWWHG�WR�UHVROXWLRQ�LQ�WKDW�LQ�DFFRUGDQFH�ZLWK�WKH�DSSOLFDEOH�UXOHV�RI�
WKH�$PHULFDQ�$UELWUDWLRQ�$VVRFLDWLRQ��7KH�SDUWLHV�DJUHH�WKDW�WKH�
DUELWUDWLRQ�ZLOO�WDNH�SODFH�LQ�6DQ�'LHJR�&RXQW\��&DOLIRUQLD���,W�LV�IXUWKHU�
XQGHUVWRRG�DQG�DJUHHG�EHWZHHQ�WKH�SDUWLHV�WKDW�DOO�VXPV�GXH�DQG�SD\DEOH�
KHUHXQGHU�DUH�GXH�DQG�SD\DEOH�LQ�6DQ�'LHJR��&DOLIRUQLD��,W�LV�DJUHHG�WKDW�
WKH�ULJKWV��WLWOHV�DQG�LQWHUHVWV�RI�HDFK�SDUW\�KHUHWR�VKDOO�EH�IXOO\�WUDQVIHUDEOH�
DQG�DVVLJQDEOH�LQ�ZKROH�RU�LQ�SDUW�SURYLGHG��KRZHYHU��WKDW�HDFK�SDUW\�KHUHWR�
ZLOO�UHPDLQ�SULPDULO\�OLDEOH�DQG�UHVSRQVLEOH�IRU�WKH�SHUIRUPDQFH�RI�WKH�
GXWLHV��UHVSRQVLELOLWLHV�DQG�REOLJDWLRQV�XQGHUWDNHQ�E\�LW�XQGHU�WKH�WHUPV�RI�
WKLV�&RQWUDFW�� 

 

3OHDVH�LQGLFDWH�\RXU�DFFHSWDQFH�KHUHRI�E\�VLJQLQJ�WKH�IROORZLQJ�
VLJQDWXUH�SDJH�LQ�WKH�VSDFH�SURYLGHG�DQG�UHWXUQ�WKH�VLJQHG�DJUHHPHQW��
YHULILFDWLRQ�GRFXPHQWV��DORQJ�ZLWK�D�FRPSOHWHG�FKHFN�IRU�WKH�SURSHU�
DPRXQW�PDGH�SD\DEOH�WR�52<$/(�(1(5*<��8SRQ�DFFHSWDQFH�RI�
\RXU�LQYHVWPHQW�E\�WKH�&RPSDQ\��WKH�7XUQNH\�$JUHHPHQW�ZLOO�EH�
IXOO\�H[HFXWHG��DQG�D�FRS\�UHWXUQHG�WR�\RX�IRU�\RXU�UHFRUGV�XSRQ�
UHFHLSW�RI�LQYHVWPHQW�SD\PHQW� 
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Black Gold Development III 
SUBSCRIPTION AGREEMENT 
Royale Turnkey Oil and Gas Drilling Agreement 
To Be Mailed In With Payment 

 
Royale Energy (the “Company”) conducts the principal business activities 
of exploration, development, production, and sale of oil and natural gas in 
the designated areas of mutual interest. This Agreement is made between 
the Company and the “Purchaser” whose name and signature appear on the 
signature page at the end of the Agreement. 

 

INTRODUCTION 
Purpose - the purpose of this Agreement is to allow the parties to conduct 
the business of exploring for oil and natural gas on or under the property 
subject to this Agreement, which is more fully described in the Private 
Placement Memorandum which is incorporated in this Agreement by 
reference. The business shall include, without limitation, the purchase, sale, 
acquisition, disposition, exploration, development, managing and 
production of oil and natural gas properties in the contract area under this 
Agreement and all things incident thereto. To accomplish this, the 
Company will sell to the Purchaser a “Working Interest” in the rights, 
which is the right in an oil and/ or natural gas leasehold, which is burdened 
with a portion of the expenses of development, operation or maintenance of 
the property. The amount of the Working Interest is represented by Units, 
and the number of Units of the Working Interest that the Purchaser is 
purchasing is listed on the signature page. 
It is understood that the total Working Interest is the net ownership of the 
oil and natural gas rights after deduction of any ownership attributable to 
any royalty or overriding royalty interest attributable to any particular 
rights, up to an 80% net revenue interest in the property. If the Company 
obtains more than an 80% net revenue interest in the property, the Company 
may, in its discretion, retain any ownership interest in excess of a total 
Working Interest equal to an 80% net revenue interest in the property. 
The Purchaser desires to purchase a Working Interest from the Company in 
certain oil and natural gas rights described in the Private Placement 
Memorandum. Royale Energy has acquired the Working Interest in such oil 
and natural gas rights, or has the rights to assign such Working Interest, and 
has agreed to convey such Working Interest to Royale DWI Investors, LLC, 
as title holder of records for the benefit of the purchaser.   

  

AGREEMENTS 
In consideration of the beneficial interest in the Working Interest 
represented by units described on the signature page to this agreement and 
the Company’s obligation to drill, test, log and complete the wells 
(including plugging and abandoning, if a dry hole) subject to such Working 
Interest as provided herein (“Drilling Operations”), Purchaser agrees to pay 
the Company the full amount stated on the signature page for the indicated 
Unit investment (the “Turnkey Price”). 

TURNKEY DRILLING 
The Company agrees to perform the Drilling Operations for the Turnkey 
Price as a fixed contract no-out total Turnkey Price per Unit as set forth in 
the Private Placement Memorandum. In the event that the actual costs 
incurred by the Company exceed the Turnkey Price per Unit, any such 
excess costs will be paid by the Company without recourse to the 
Purchaser. Similarly, if the actual costs incurred by the Company are less 
than the Turnkey Price per Unit set forth in this Agreement, any such 
difference between actual cost and the Turnkey Price shall be retained by 
the Company as profit for the services rendered and the risks assumed by it 
under this Agreement. 
The Drilling Operations are to be performed in a diligent and workman-like 
manner with regard for the rights and interests of the Purchaser and other 
Working Interest owners. The Company agrees to abide by and comply 
with all State and Federal laws and regulations, together with all rules and 
regulations of any governmental agency having jurisdiction in the area or 
field in which such operations are performed. 
The sums prepaid hereunder for intangible drilling costs, and other 

 
costs are required to be prepaid as an advance and not as a 
refundable deposit for the purpose of providing immediate funds for 
obtaining rigs on a priority basis, allowing the drilling venture to 
proceed without delay on current prices before anticipated increases. 
After completion of Drilling Operations (defined as connection to 
the meter on gas completion for each well and test separator for oil), 
all costs incurred in operating such wells shall be borne by the 
Purchaser together with the remaining working interest. 
If the decision is made to plug such well within 90 days of reaching 
total depth, the Company shall do so under the turnkey contract. 
For the purposes of this Contract, “connection to the meter for gas 
wells and test separator for oil wells” means that point in time when 
a well drilled under the terms hereof has been connected to the 
gathering line or tanks reached in such wells and Operator has 
completed his work thereon, except for plugging, if necessary. 

 

DRILLING LOCATIONS 
The proposed wells in this project are located on the oil and gas 
rights described in detail in the Private Placement Memorandum 
under “Technical Description.” 
The Company will choose the drilling sites on the rights. 
Completion will be attempted on the wells if the information 
obtained for the formation appears adequately positive. It is 
anticipated that the wells will be completed. However, there can be 
no assurance that any well will be commercially productive. 
After production operations have commenced, the Company, at its 
sole discretion, may determine that the well is no longer commercial 
and proceed to abandon and plug such well. Upon abandonment of a 
producing well, the owners of the working interest shall share 
plugging expenses working interest owners in each well prorated to 
their percentage of ownership of that well, and any proceeds 
accruing from the sale of salvage equipment and casing shall be 
distributed in the same manner. 

 

RIGHT OF SUBSTITUTION 
It is understood and agreed that upon the execution hereof, the parties 
have agreed upon the wells to be drilled and their location. 
It is further understood and agreed, however, that as a general 
practice upon the drilling and completion of the first well, or at any 
point during the drilling program, should adverse engineering or 
geological conditions be encountered, or the prospect for any other 
reason be determined not to be economically feasible, then the 
Company upon the advice and agreement of Operator may terminate 
the drilling of those rights. 
In such case, any remaining sums as not yet paid out at that time 
may be used in the acquisition and drilling in another prospect or 
well having substantially equivalent cost. The percentage of 
ownership may be adjusted upward or downward to conform to the 
“equivalent cost” of drilling and the selection of the prospect shall 
be at The Company’s discretion. 

 

TITLE TO PROPERTIES 
Royale DWI Investors, LLC shall hold record title to the Working 
Interest in the subject wells for the benefits of all investors pursuant 
to the Memorandum including the Working Interest rights acquired 
by purchaser hereunder. Purchaser agrees that all rights acquired 
are subject to any royalties and/or overriding royalties.
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REASSIGNMENT AND SALE 
The Company shall be free to make sales or assignments of any other 
portion of its Working and or Net Revenue Interest in the rights as it may 
choose. In the event the Company sells some or all of its’ interest in any 
well, to a third party, it shall have the right to sell Purchaser’s interest. In the 
event of such a sale, the Company shall be required to pay Purchaser its’ 
pro rata share of the proceeds on a Net Revenue Interest basis. 

 

THE OPERATING AGREEMENT 
All drilling, completion and production operations will be conducted 
pursuant to the terms of a model A.A.P.L. Form 610 Operating Agreement 
(the “Operating Agreement”) which governs said activities on each drilling 
and spacing unit on an individual well basis. The Company will act as the 
manager under the Operating Agreement. Purchaser hereby consents to the 
entry of the Operating Agreement and appoints the Company as the 
Purchaser’s attorney-in-fact to execute the Operating Agreement on the 
Purchaser’s behalf. The Company shall provide the Purchaser with a copy 
of any proposed amendment to the Operating Agreement prior to entry of 
any such amendment. 
The Company shall at all times have the right to sell and dedicate to any 
purchaser all of the oil and gas produced from any well drilled pursuant to 
this Agreement on the rights described on such terms and conditions as are 
permitted under the Operating Agreement, provided such price is not less 
than the prevailing price for gas being paid in the immediate area of the 
subject wells. 
Proposed operations are more fully described in the Private Placement 
Memorandum under “Proposed Operations.” 

 

ASSESSMENTS 
Equipment Assessments: The Turnkey Oil and Gas Drilling Agreement for 
this program include such operation and equipment necessary for testing 
and completion of the initial primary target zone. In the event multiple 
potential pay zones are encountered in the wellbore, the Unit Holder shall 
have the right, but not the obligation, to participate in all additional zones 
and equipment on a pro-rata basis. When deemed necessary or prudent, the 
company will provide notice to the Unit Holder describing the proposed 
operation, cost and the timing or work to be performed, whereupon the Unit 
Holder shall have 30 days in which to elect to participate in such work and 
share in production and revenue, if any, from the resulting operation. 

 

CONFIDENTIALITY OF DATA 
In connection with the drilling and operations of such wells, the Purchaser 
shall have full and complete access to the location, driller’s logs, electrical 
logs, cores and any other information gained by the drilling of such wells. 
All data, information, and other reports furnished under this Agreement 
and under the Operating Agreement shall be confidential, and Purchaser 
shall not disclose such information and agrees to exercise reasonable care 
and precautions to prevent the publication, dissemination, or disclosure of 
any such data, information, and reports or copies thereof to any third party, 
whomsoever. 

 

RELATIONSHIP OF THE PARTIES 
This Agreement is not construed as creating any kind of partnership relation 
between the undersigned and the Company or between the Purchaser and 
any other parties of Working Interest from the Company. The rights, duties 
and obligations of the parties hereunder shall at all times be solely as 
specified in this Agreement and shall under no circumstances be on any 
basis other than individual and not joint or collective. Each party shall be 
liable for only its’ percent of ownership share of costs incurred. 

 

ASSIGNMENT 
This Agreement shall be binding upon the parties hereto, their heirs and 
assigns, with the terms and provisions hereof constituting covenants 
running with the title to the Oil and Gas rights. 

 
REPORTS 
Financial Statements and Progress Reports. The Company will 
render drilling progress reports during drilling operations. The 
Company will then furnish monthly production reports and 
annually furnish working interest owners with the information 
necessary to enable each owner of the wells to file his Federal and 
State income tax returns. 
Books and Records. The Company will maintain at its principal 
office and place of business, complete and accurate books of 
accounts and records of each well, including all agreements, 
instruments and other documents relating to the operations and 
activities of the wells. 
Review and Audit. Upon request, each Working Interest owner and 
his duly authorized representative will, at all reasonable times 
during ordinary business hours and on reasonable notice, have 
access to such books and records directly relating to the activities 
conducted under this Memorandum. Such audit or review shall be 
conducted in the San Diego, California office of the Company 
during regular business hours. The right of audit and review shall 
terminate one (1) year from the expiration of this Agreement. Any 
working interest owner may, at his own expense, cause an audit of 
the books related to such owner’s interest, to be made by a Certified 
Public Accountant of his own selection. 

 

SEVERABILITY 
In the event that any provision hereof or any portion of any 
provision hereof shall be deemed invalid or unenforceable, such 
invalidity or unenforceability shall not affect any other portion of said 
provision, nor shall it affect, prejudice, or disturb any other provision 
in this Agreement, as each provision hereof shall be deemed to be 
severable. 

 

BINDING 
This Agreement and the interest and rights transferred herein shall 
inure to the benefit and be binding upon the parties hereto, their 
successors and their assigns. 

 

OTHER INSTRUMENTS 
The parties hereto covenant and agree that they will execute such 
other and further instruments and documents as are or may be 
necessary or convenient to effectuate and carry out this Agreement, 
and that such documents are an integral part of this agreement. 

 

PURCHASER’S REPRESENTATIONS AND WARRANTIES 
The undersigned represents and warrants: 
A) Accredited Suitability: The units are intended to be exempt from 
registration under the Securities Act and applicable state securities laws, 
pursuant to the exemption from registration requirements contained in Rule 
506(c) of the Securities and Exchange Commission. Investment in the 
units is suitable only for persons who have adequate means of providing 
for their current needs and personal contingencies and have no need for 
liquidity in such an investment. 
Sales will be made only to accredited investors, as that term is defined in 
Regulation D, Rule 501, promulgated by the Securities and Exchange 
Commission. Rule 501 defines accredited investors, and the undersigned 
warrants that they are one of the following: 
□ an individual with a net worth of at least $1 million, not including the 
value of his or her primary residence; 

OR 
□ an individual with income exceeding $200,000 in each of the two most 
recent calendar years or joint income with a spouse exceeding $300,000 for 
those years and a reasonable expectation of the same income level in the 
current year; 

 
OR 
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□ a tax exempt charitable organization, corporation or partnership with 
assets in excess of $5 million; 

OR 
 

□ an enterprise in which all the equity owners are accredited investors; 
OR 

 
 

□ a trust with assets of at least $5 million, not formed only to acquire the 
securities offered, and whose purchases are directed by a person who 
meets the legal standard of having sufficient knowledge and experience in 
financial and business matters to be capable of evaluating the merits and 
risks of the prospective investment. 

 
 

Rule 506(c) requires the Company to take reasonable steps to verify that 
each purchaser qualifies as an accredited investor. Specifically, Rule 506 
(c) requires us to collect documentary information from you to determine 
whether you are an accredited investor, or to obtain independent 
verification of your status from a third party securities broker, investment 
adviser, lawyer or certified public accountant. It is possible that you were 
not required to submit this type of information in past offerings in which 
you have participated. However, the nature of this offering and the 
requirements of Rule 506(c) impose these additional obligations on the 
Company. We are required to collect and the undersigned agrees to 
provide one of the following as a condition of accepting the subscription: 

 

Verification based on income, by providing copies of any Internal 
Revenue Service form that reports income, such as Form W-2, Form 1099, 
Schedule K-1 of Form 1065, and a filed Form 1040; 

OR 
 
 

Verification on net worth, by providing specific types of documentation 
dated within the prior three months, such as bank statements, brokerage 
statements, certificates of deposit, tax assessments and a credit report from 
at least one of the nationwide consumer reporting agencies, and obtaining 
a written representation; 

OR 
 
 

A written confirmation from a registered broker-dealer, an SEC-registered 
investment adviser, a licensed attorney or a certified public accountant 
stating that such person or entity has taken reasonable steps to verify that 
you are an accredited investor within the last three months and has 
determined that such purchaser is an accredited investor. 

 
 

B) That the undersigned will be the beneficial owner of the Units to be 
sold; and that they are acquiring the Units for their own account, for 
investment, and with no intention of distributing, reselling, pledging, or 
otherwise disposing of the Units to any other person; and that they will 
not, in any event, sell the Units within 6 months after the date of 
purchase. 

 

C) That the undersigned is aware that there is no public market for the Units 
and it may therefore not be possible to readily liquidate the investment; 
and that the undersigned is able to bear the financial risk of the absence of 
liquidity of the investment. 

 
 

D) That the undersigned recognizes the speculative nature and inherent 
risks involved in the investment, and they have taken full cognizance of and 
understand all of the risk factors relevant to an investment in the program; 
specifically, including the risk factors set forth under the caption “Risk 
Factors” in the Private Placement Memorandum. 

 

E) That the undersigned is aware that no Federal or State agency has 

made any finding or determination as to the fairness for public or private 
investment, nor any recommendation or endorsement of the Interests. 

 
 

F) That the undersigned and his Purchaser Representative (if required) 
have been furnished and have carefully read and understand the 
Confidential Private Placement Memorandum relating to the offering of 
the Units (including all appendices thereto) and have had access to all such 
appendices and other information material to this investment. They further 
represent that they and their Purchaser Representative (if required) have 
been given the opportunity to ask questions and receive answers thereto 
concerning the terms and conditions of this offering and all aspects of this 
investment, and have been afforded an opportunity to obtain any additional 
information necessary to verify the accuracy of the information furnished, 
and no statement, printed material, or inducement given or made by the 
offeror is contrary to the information contained in the Confidential Private 
Placement Memorandum. 

 

G) That the undersigned recognizes that there is no assurance that the 
Internal Revenue Code or the Regulations promulgated thereunder will not 
be interpreted adversely or changed by legislative action and may hereafter 
be interpreted or amended in such a manner as to deprive the participants 
of any tax benefit they may contemplate receiving or may now receive. 

 

H) That the undersigned has such knowledge and experience in financial 
and business matters and in similar programs and investments as will 
enable them to utilize the information that is available in connection with 
the offering of the Units in order to evaluate the risks and merits of this 
particular investment and thus make an informed investment decision; or 
that he, or their Purchaser Representative, has such knowledge and 
experience in financial and business matters that they are capable of 
evaluating the merits and risks of the prospective investment and that they 
are able to bear the economic risk of the investment, which includes the 
possibility of losing the entire investment. The Subscriber hereby 
represents that the Purchaser understands the fundamental aspects of this 
offering, including the risks. This Contract is entered into in the State of 
California, and all matters relating to the validity, construction, 
interpretation and performance thereunder shall be determined in 
accordance with the laws of the State of California in San Diego. The 
parties agree that any disputes arising under this Agreement will be 
submitted to resolution in that in accordance with the applicable rules of 
the American Arbitration Association. The parties agree that the 
arbitration will take place in San Diego County, California. It is further 
understood and agreed between the parties that all sums due and payable 
hereunder are due and payable in San Diego, California. It is agreed that 
the rights, titles and interests of each party hereto shall be fully transferable 
and assignable in whole or in part provided, however, that each party hereto 
will remain primarily liable and responsible for the performance of the 
duties, responsibilities and obligations undertaken by it under the terms of 
this Contract. 

 

Please indicate your acceptance hereof by signing the following 
signature page in the space provided and return the signed 
agreement, verification documents, along with a completed check for 
the proper amount made payable to ROYALE ENERGY. Upon 
acceptance of your investment by the Company, the Turnkey 
Agreement will be fully executed, and a copy returned to you for your 
records upon receipt of investment payment. 
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PURCHASER INFORMATION: 
Name Social Security # or Tax I.D. 

Street Address County 

City 
 

State Zip 

Telephone Email Occupation 

Spouse’s Name Spouse’s Occupation 

INVESTMENT OWNERSHIP MY INTEREST SHOULD BE SHOWN ON THE PROGRAM RECORDS AS FOLLOWS (INDICATE ONE OF THE FOLLOWING): 

5 Units - $500,000 
2 Units - $200,000 

1 Unit - $100,000 
 

½ Unit - $50,000 
 

¼ Unit - $25,000 

 
Individual Separate Property Program 

 
Joint Tenancy Tenants in Common Corporation * 

Trustee * Other 
(Describe)   

 
* (Please provide legal documentation identifying Entity and Ownership) 

INVESTMENT PAYMENT METHOD (CHOOSE ONE): 

Check enclosed – Please make payable to: ROYALE ENERGY 
Wire Transfer Instructions: Banner Bank Banner Bank 

Royale Energy Drilling M/M – Black Gold Development III  742 Fletcher Parkway 
Account # 137-0080-0757 El Cajon, CA 92020 
Routing# 323-371-076 619-440-3992 

REVENUE AUTOMATIC DIRECT DEPOSIT: 

I wish to have my monthly oil & gas revenue electronically deposited into the account listed below. 
Please attach a voided check for the account that which you would like your funds deposited if different than the payable account. 

Please indicate your acceptance hereof by signing below in the space provided and return the signed agreement along 
with a completed check for the proper amount made payable to ROYALE ENERGY. The Turnkey Agreement will be fully 
executed and a copy returned to you for your records upon receipt of investment payment. 

ACCEPTED BY: 
PURCHASER 
Signature Printed Name Date 

Signature Printed Name Date 

ROYALE ENERGY 
Signature Printed Name 

Donald H. Hosmer, Co-Founder 
Date 

   
 

2022C 
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