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PROSPECTUS

Black Stone Minerals, L.P.
Common Units Representing Limited Partner Interests

We may from time to time, in one or more offerings, offer and sell common units representing limited partner interests in Black Stone Minerals,
L.P. (“common units” or “securities”).
This prospectus describes the general terms of these securities and the general manner in which we will offer them. The specific terms of any
securities that we offer will, if not included in this prospectus or the information incorporated by reference herein, be included in a supplement to this
prospectus. The prospectus supplement will also describe the specific manner in which we will offer the securities, and also may add, update or change
information contained in this prospectus. We will sell these securities through underwriters on a firm commitment basis. The names of any underwriters
and the specific terms of a plan of distribution will be stated in a supplement to this prospectus.
You should read this prospectus and any applicable prospectus supplement and the documents incorporated by reference herein or therein
carefully before you invest in any of our securities. You should also read the documents we have referred you to in the “Where You Can Find More
Information” and “Information We Incorporate by Reference” sections of this prospectus for information about us, including our financial statements.
This prospectus may not be used to consummate sales of our securities unless it is accompanied by a prospectus supplement.
Our common units are traded on the New York Stock Exchange (the “NYSE”) under the symbol “BSM.”

Investing in our securities involves a high degree of risk. You should carefully consider the risks relating to
investing in our securities and each of the other risk factors described under “Risk Factors” on page 6 of this
prospectus before you make an investment in our securities.
Neither the Securities and Exchange Commission (the “SEC”) nor any state securities commission has approved or disapproved of these
securities or determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The date of this prospectus is May 20, 2019
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In making your investment decision, you should rely only on the information contained in this prospectus, any prospectus supplement and
the documents we have incorporated by reference in this prospectus. We have not authorized anyone else to give you different information. We
are not offering these securities in any state where the offer is not permitted. You should not assume that the information in this prospectus or
any prospectus supplement is accurate as of any date other than the date on the front of those documents. You should not assume that the
information contained in the documents incorporated by reference in this prospectus or in any prospectus supplement is accurate as of any date
other than the respective dates of those documents. We will disclose any material changes in our affairs in an amendment to this prospectus, a
prospectus supplement or a future filing with the SEC incorporated by reference in this prospectus.
i
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ABOUT THIS PROSPECTUS
This prospectus is part of a registration statement that we have filed with the SEC using a “shelf” registration process. Under this shelf registration
process, we may over time, in one or more offerings, offer and sell any combination of the securities described in this prospectus.
This prospectus provides you with a general description of Black Stone Minerals, L.P. and the securities that are registered hereunder that may be
offered by us. Each time we sell any securities offered by this prospectus, we will provide a prospectus supplement that will contain specific information
about the terms of that offering and the securities being offered. Any prospectus supplement may also add to, update or change information contained in
this prospectus. To the extent information in this prospectus is inconsistent with the information contained in a prospectus supplement, you should rely
on the information in the prospectus supplement.
The information in this prospectus is accurate as of its date. Additional information, including our financial statements and the notes thereto, is
incorporated in this prospectus by reference to our reports filed with the SEC and is accurate as of the date stated in such report. Before you invest in our
securities, you should carefully read this prospectus, including the “Risk Factors,” any prospectus supplement, the information incorporated by reference
in this prospectus and any prospectus supplement (including the documents described under the heading “Where You Can Find More Information” in
both this prospectus and any prospectus supplement) and any additional information you may need to make your investment decision.
WHERE YOU CAN FIND MORE INFORMATION
We file annual, quarterly and other reports and other information with the SEC. Our SEC filings are available at the SEC’s website at
http://www.sec.gov which contains reports, proxy and information statements, and other information regarding issuers that file electronically with the
SEC. You can also obtain information about us at the offices of the New York Stock Exchange, 20 Broad Street, New York, New York 10005, or on our
website at http://www.blackstoneminerals.com/. Information on our website or any other website is not incorporated by reference into this prospectus
and does not constitute a part of this prospectus unless specifically so designated and filed with the SEC.
1
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INFORMATION WE INCORPORATE BY REFERENCE
The SEC allows us to “incorporate by reference” the information we have filed with the SEC. This means that we can disclose important
information to you without actually including the specific information in this prospectus by referring you to those documents. The information
incorporated by reference is considered to be part of this prospectus. Information that we file later with the SEC (which does not include any
information furnished pursuant to Item 2.02 or Item 7.01 on any Current Report on Form 8-K) will automatically update and may replace information in
this prospectus and information previously filed with the SEC.
The documents listed below and any future filings made by us with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange
Act of 1934 (the “Exchange Act”) (excluding any information furnished pursuant to Item 2.02 or Item 7.01 on any Current Report on Form 8-K),
including all such documents we may file with the SEC after the date on which the registration statement that includes this prospectus was initially filed
with the SEC, are incorporated by reference in this prospectus until the termination of all offerings under this registration statement:
•

our Annual Report on Form 10-K for the year ended December 31, 2018, filed on February 26, 2019;

•

our Quarterly Report on Form 10-Q for the quarter ended March 31, 2019, filed on May 7, 2019;

•

the information specifically incorporated by reference into the Annual Report on Form 10-K for the year ended December 31, 2018 from our
Definitive Proxy Statement on Schedule 14A filed on April 25, 2019; and

•

the description of our common units contained in our Registration Statement on Form 8-A, filed on April 28, 2015.

You may request a copy of any document incorporated by reference in this prospectus, at no cost, by writing or calling us at the following address:
Black Stone Minerals, L.P.
1001 Fannin Street, Suite 2020
Houston, TX 77002
(713) 445-3200
You should rely only on the information contained in, or incorporated by reference in, this prospectus or any prospectus supplement. We have not
authorized anyone else to provide you with any information. We are not making an offer of these securities in any state where the offer is not permitted.
You should not assume that the information incorporated by reference or provided in this prospectus or any prospectus supplement is accurate as of any
date other than its respective date.
2
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS
Certain statements and information contained in or incorporated by reference in this prospectus may constitute “forward-looking statements.” The
words “believe,” “expect,” “anticipate,” “plan,” “intend,” “foresee,” “should,” “would,” “could,” or other similar expressions are intended to identify
forward-looking statements, which are generally not historical in nature. These forward-looking statements are based on our current expectations and
beliefs concerning future developments and their potential effect on us. While management believes that these forward-looking statements are
reasonable as and when made, there can be no assurance that future developments affecting us will be those that we anticipate. All comments concerning
our expectations for future revenues and operating results are based on our forecasts for our existing operations and do not include the potential impact
of any future acquisitions. Our forward-looking statements involve significant risks and uncertainties (some of which are beyond our control) and
assumptions that could cause actual results to differ materially from our historical experience and our present expectations or projections. Important
factors that could cause actual results to differ materially from those in the forward-looking statements include, but are not limited to, those summarized
below:
•

our ability to execute our business strategies;

•

the volatility of realized oil and natural gas prices;

•

the level of production on our properties;

•

the overall supply and demand for oil and natural gas, and regional supply and demand factors, delays, or interruptions of production;

•

our ability to replace our oil and natural gas reserves;

•

our ability to identify, complete, and integrate acquisitions;

•

general economic, business, or industry conditions;

•

competition in the oil and natural gas industry;

•

the ability of our operators to obtain capital or financing needed for development and exploration operations;

•

title defects in the properties in which we invest;

•

the availability or cost of rigs, equipment, raw materials, supplies, oilfield services, or personnel;

•

restrictions on the use of water for hydraulic fracturing;

•

the availability of pipeline capacity and transportation facilities;

•

the ability of our operators to comply with applicable governmental laws and regulations and to obtain permits and governmental approvals;

•

federal and state legislative and regulatory initiatives relating to hydraulic fracturing;

•

future operating results;

•

future cash flows and liquidity, including our ability to generate sufficient cash to pay quarterly distributions;

•

exploration and development drilling prospects, inventories, projects, and programs;

•

operating hazards faced by our operators;

•

the ability of our operators to keep pace with technological advancements; and

•

certain factors discussed elsewhere in our Annual Report on Form 10-K.

For additional information regarding known material factors that could cause our actual results to differ from our projected results, please see
“Risk Factors” in our Annual Report on Form 10-K and, to the extent
3
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applicable, our Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and any prospectus supplement. The risk factors and other factors
included in this prospectus, any prospectus supplement or incorporated by reference herein or therein could cause our actual results to differ materially
from those contained in any forward-looking statement.
Readers are cautioned not to place undue reliance on forward-looking statements, which speak only as of the date hereof. We undertake no
obligation to publicly update or revise any forward-looking statements after the date they are made, whether as a result of new information, future events
or otherwise.
4
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ABOUT BLACK STONE MINERALS, L.P.
Unless the context clearly indicates otherwise, references in this prospectus to “BSM,” “Black Stone,” “we,” “our,” “us,” “the partnership,” or
like terms refer to Black Stone Minerals, L.P. and its subsidiaries.
We are one of the largest owners and managers of oil and natural gas mineral interests in the United States. Our principal business is maximizing
the value of our existing mineral and royalty assets through active management and expanding our asset base through acquisitions of additional mineral
and royalty interests. We maximize value through marketing our mineral assets for lease, creatively structuring the terms on those leases to encourage
and accelerate drilling activity, and selectively participating alongside our lessees on a working interest basis. Our primary business objective is to grow
our reserves, production, and cash generated from operations over the long term, while paying, to the extent practicable, a growing quarterly distribution
to our unitholders.
We own mineral interests in approximately 16.8 million acres, with an average 43% ownership interest in that acreage. We also own nonparticipating
royalty interests in 1.9 million acres and overriding royalty interests in 2.1 million acres. These non-cost-bearing interests, which we refer to collectively
as our “mineral and royalty interests,” include ownership in over 60,000 producing wells. Our mineral and royalty interests are located in 41 states in the
continental United States, including all of the major onshore producing basins. Many of these interests are in active resource plays, including the
Haynesville/Bossier shales in East Texas/Western Louisiana, the Wolfcamp/Spraberry/Bone Spring in the Permian Basin, the Bakken/Three Forks in the
Williston Basin, and the Eagle Ford shale in South Texas. The combination of the breadth of our asset base, the long-lived, non-cost-bearing nature of
our mineral and royalty interests, and our active management expose us to potential additional production and reserves from new and existing plays
without being required to invest additional capital.
Our principal executive offices are located at 1001 Fannin Street, Suite 2020, Houston, TX 77002, and our phone number is (713) 445-3200. Our
website address is http://www.blackstoneminerals.com/. Information on our website or any other website is not incorporated by reference into this
prospectus and does not constitute a part of this prospectus.
5
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RISK FACTORS
An investment in our securities involves a significant degree of risk. You should carefully consider the risk factors and all of the other information
included in this prospectus, any prospectus supplement, and the documents we have incorporated by reference into this prospectus and any prospectus
supplement, including those in Item 1A “Risk Factors” in our Annual Report on Form 10-K for the fiscal year ended December 31, 2018, as updated by
quarterly and other reports and documents we file with the SEC that are incorporated by reference herein, in evaluating an investment in our securities.
If any of these risks were actually to occur, our business, financial condition, results of operations, and cash available for distribution could be materially
adversely affected. In that event, we might not be able to make distributions on our common units, the trading price of our common units could decline,
and you could lose all or part of your investment. In the event that we offer and sell any securities pursuant to a prospectus supplement, we may include
additional risk factors relevant to such securities in the prospectus supplement.
6
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USE OF PROCEEDS
Except as otherwise provided in an applicable prospectus supplement, we will use the net proceeds we receive from our sale of securities covered
by this prospectus for general partnership purposes, including repayment of debt, acquisitions, capital expenditures, and additions to working capital.
The actual application of proceeds we receive from any particular offering of securities using this prospectus will be described in the applicable
prospectus supplement relating to such offering.
7
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DESCRIPTION OF OUR COMMON UNITS
Our Common Units
The common units represent limited partner interests in us. The holders of our preferred units, common units, and subordinated units are holders
of separate classes of limited partner interests in us. The holders of common units and subordinated units are entitled to participate in distributions and
exercise the rights and privileges provided to limited partners holding common units and subordinated units under our partnership agreement. For a
description of the relative rights and privileges of holders of our common units and subordinated units to distributions, please read “How We Make
Distributions.” For a description of the rights and privileges of limited partners under our partnership agreement, including voting rights, please read
“The Partnership Agreement.”
Transfer Agent and Registrar
American Stock Transfer & Trust Company, LLC serves as the registrar and transfer agent for the common units. We pay all fees charged by the
transfer agent for transfers of common units except the following, which must be paid by our unitholders:
•

surety bond premiums to replace lost or stolen certificates, taxes and other governmental charges;

•

special charges for services requested by a holder of a common unit; and

•

other similar fees or charges.

There is no charge to our unitholders for disbursements of our quarterly cash distributions. We will indemnify the transfer agent and its officers,
directors, employees, affiliates, and agents against all claims and losses that may arise out of acts performed or omitted for its activities in that capacity,
except for any liability due to any gross negligence, bad faith, or intentional misconduct of the indemnified person or entity.
Transfer of Common Units
By transfer of common units in accordance with our partnership agreement, each transferee of common units shall be admitted as a limited partner
with respect to the common units transferred when the transfer and admission are reflected in our books and records. Each transferee:
•

represents that the transferee has the capacity, power, and authority to become bound by our partnership agreement;

•

automatically agrees to be bound by the terms and conditions of, and is deemed to have executed, our partnership agreement; and

•

gives the consents, acknowledgments, and waivers contained in our partnership agreement, such as the approval of all transactions and
agreements entered into in connection with our formation and our initial public offering (“IPO”).

A transferee will become a substituted limited partner of our partnership for the transferred common units automatically upon the recording of the
transfer on our books and records. Our general partner will cause any transfers to be recorded on our books and records from time to time as necessary
to accurately reflect the transfers.
We may, at our discretion, treat the nominee holder of a common unit as the absolute owner. In that case, the beneficial holder’s rights are limited
solely to those that it has against the nominee holder as a result of any agreement between the beneficial owner and the nominee holder.
8
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Common units are securities and are transferable according to the laws governing transfer of securities. In addition to other rights acquired upon
transfer, the transferor gives the transferee the right to become a limited partner in our partnership for the transferred common units.
Until a common unit has been transferred on our books, we and the transfer agent may treat the record holder of the common unit as the absolute
owner for all purposes, except as otherwise required by law or stock exchange regulations.
9
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HOW WE MAKE DISTRIBUTIONS
General
Cash Distribution Policy
Our partnership agreement does not require us to pay cash distributions on a quarterly or other basis, and the board of directors of our general
partner can change our distribution policy at any time. If we make distributions, our Series B cumulative convertible preferred unitholders have a
priority right to receive distributions over our common and subordinated unitholders so long as our Series B cumulative convertible preferred units are
outstanding.
Series B Cumulative Convertible Preferred Units
The holders of our Series B cumulative convertible preferred units will receive cumulative quarterly distributions in an amount equal to 7.0% of
the face amount of the preferred units per annum (the “Distribution Rate”), provided that the Distribution Rate will be adjusted as follows: commencing
on the sixth anniversary of November 28, 2017 and readjusting every two years thereafter (each, a “Readjustment Date”), the rate will equal the greater
of (i) the Distribution Rate in effect immediately prior to the relevant Readjustment Date and (ii) the 10-year Treasury Rate as of such Readjustment
Date plus 5.5% per annum; provided, however, that for any quarter commencing after the second anniversary of November 28, 2017 in which quarterly
distributions are accrued but unpaid, the then-Distribution Rate shall be increased by 2.0% per annum for such quarter. We cannot pay any distributions
on any junior securities, including any of our common units and subordinated units, prior to paying the quarterly distribution payable to the Series B
cumulative convertible preferred units, including any previously accrued and unpaid distributions.
Set forth below is a summary of the significant provisions of our partnership agreement that relate to cash distributions on our common and
subordinated units.
Operating Surplus and Capital Surplus
General
Any distributions on our common and subordinated units will be characterized as made from “operating surplus” or “capital surplus.”
Distributions from operating surplus are made differently than cash distributions that we would make from capital surplus. We do not anticipate that we
will make any distributions from capital surplus. In such an event, however, any capital surplus distribution would, after required distributions to holders
of Series B cumulative convertible preferred units, be made pro rata to all common and subordinated unitholders. Any distribution from capital surplus
would result in a reduction of the applicable minimum quarterly distribution levels. Please read “—Distributions From Capital Surplus.” After the
subordination period ends, operating surplus and capital surplus no longer have any meaning, and, after required distributions to holders of Series B
cumulative convertible preferred units, all distributions will be pro rata to the then-existing common unitholders. Please read “—Subordination Period”
below. All distributions to common and subordinated unitholders are subject to our Series B cumulative convertible preferred unitholders’ priority right
to distributions.
Operating Surplus
We define operating surplus as:
•

$137.6 million (as described below); plus

•

all of our cash receipts beginning May 6, 2015, the closing date of our IPO, excluding cash from interim capital transactions (as defined
under “—Capital Surplus” below) and provided that cash
10
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receipts from the termination of any hedge contract prior to its stipulated settlement or termination date will be included in operating surplus
in equal quarterly installments over the remaining scheduled life of such hedge contract had it not been terminated; plus
•

working capital borrowings made after the end of the quarter but on or before the date of determination of operating surplus for the quarter;
plus

•

any cash gains realized on the disposition of an investment capital expenditure; plus

•

cash distributions paid in respect of equity issued, other than equity issued as part of our IPO, to pay the construction period interest on debt
incurred, or to pay construction period distributions on equity issued, to finance the growth capital expenditures, in each case, in respect of
the period that commences when we enter into a binding obligation for the acquisition, construction, replacement, development, or
expansion of a capital asset and ending on the earlier to occur of the date the capital asset is placed into service by us and the date that it is
disposed of or abandoned by us; less

•

all of our operating expenditures (as described below) after the closing date of our IPO; less

•

the amount of cash reserves established (and not reversed) by our general partner to provide funds for future operating expenditures; less

•

all working capital borrowings not repaid within twelve months after having been incurred or repaid within such twelve month period with
the proceeds of additional working capital borrowings; less

•

any cash loss realized on disposition of an investment capital expenditure.

Disbursements made, cash received (including working capital borrowings), or cash reserves established, increased, or reduced after the end of a
period but on or before the date on which cash or cash equivalents will be distributed with respect to such period shall be deemed to have been made,
received, established, increased, or reduced, for purposes of determining operating surplus, within such period if our general partner so determines. Our
operating surplus will include our proportionate share of our partially owned consolidated subsidiaries’ operating surplus. Furthermore, cash received
from an interest in an entity for which we account using the equity method will not be included to the extent it exceeds our proportionate share of that
entity’s operating surplus. (We will calculate operating surplus of a partially owned consolidated entity or an entity accounted for using the equity
method as if the definition of operating surplus applied to such entity from the date of our acquisition of such an interest without any basket similar to
that described in the first bullet above).
As described above, operating surplus does not only reflect cash generated by our operations. For example, it includes a basket of $137.6 million
that will enable us, if we choose, to distribute as operating surplus cash we receive in the future from non-operating sources such as asset sales,
issuances of securities, and long-term borrowings that would otherwise be distributed as capital surplus. In addition, the effect of including, as described
above, certain cash distributions on equity interests in operating surplus will be to increase operating surplus by the amount of any such cash
distributions. As a result, we may also distribute as operating surplus up to the amount of any such cash that we receive from non-operating sources.
The proceeds of working capital borrowings increase operating surplus. Repayments of working capital borrowings are generally considered to be
operating expenditures, as described below, and thus reduce operating surplus when made. However, if a working capital borrowing is not repaid during
the twelve-month period following the borrowing, it will be deducted from operating surplus at the end of such period, thus decreasing operating surplus
at such time. When such working capital borrowing is in fact repaid, it will be excluded from operating expenditures because operating surplus will have
been previously reduced by the deduction.
Operating Expenditures
We define operating expenditures in our partnership agreement, and it generally means all of our cash expenditures, including, but not limited to,
normal operating expenses, taxes, payments made under hedge
11
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contracts (provided that (i) with respect to amounts paid in connection with the initial purchase of a hedge contract such amounts will be amortized over
the life of the applicable hedge contract, and (ii) payments made in connection with the termination of any hedge contract prior to the expiration of its
stipulated settlement or termination date will be included in operating expenditures in equal quarterly installments over the remaining scheduled life of
such hedge contract), director and officer compensation, repayment of working capital borrowings, interest on indebtedness, and estimated replacement
capital expenditures (as discussed in further detail below), provided that operating expenditures will not include:
•

repayment of working capital borrowings previously deducted from operating surplus pursuant to the provision described in the penultimate
bullet point of the description of operating surplus above when such repayment actually occurs;

•

payments (including prepayments and prepayment penalties and the purchase price of indebtedness that is repurchased and cancelled) of
principal of and premium on indebtedness, other than working capital borrowings;

•

growth capital expenditures;

•

actual replacement capital expenditures (as discussed in further detail below);

•

investment capital expenditures;

•

payment of transaction expenses relating to interim capital transactions;

•

distributions to our partners; or

•

repurchases of equity interests except to fund obligations under employee benefit plans.

For purposes of calculating operating surplus, our preferred units shall be treated as if they are debt. As a result, all distributions on our preferred
units will be treated as interest on indebtedness in determining the amount of our operating expenditures. Further distributions on our preferred units will
not be treated as distributions of operating surplus or capital surplus (as described below).
Capital Surplus
Capital surplus is defined in our partnership agreement as any cash distributed in excess of our operating surplus. Accordingly, capital surplus
would generally be generated only by the following (which we refer to as “interim capital transactions”):
•

borrowings (including sales of debt securities) other than working capital borrowings;

•

sales of our equity interests; and

•

sales or other dispositions of assets for cash, other than inventory, accounts receivable, and other assets sold in the ordinary course of
business or as part of normal retirement or replacement of assets.

Characterization of Cash Distributions
Our partnership agreement provides that we treat all cash distributed (other than cash distributed to holders of our preferred units) as coming from
operating surplus until the sum of all cash distributed to our common and subordinated unitholders since May 6, 2015, the closing date of our IPO,
(other than any distributions of proceeds as part of the IPO) equals the operating surplus from May 6, 2015. Our partnership agreement provides that we
treat any amount distributed in excess of operating surplus, regardless of its source, as distributions of capital surplus. As reflected above, operating
surplus includes $137.6 million, which does not reflect actual cash on hand that is available for distribution to our unitholders. Rather, it is a provision
that will enable us, if we choose, to distribute as operating surplus up to this amount of cash we receive from non-operating sources such as asset sales,
issuances of securities, and borrowings, that would otherwise be distributed as capital surplus. We do not anticipate that we will make any distributions
from capital surplus.
12
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Capital Expenditures
During the subordination period, estimated replacement capital expenditures reduce operating surplus, but growth capital expenditures, actual
replacement capital expenditures, and investment capital expenditures do not. Replacement capital expenditures are those capital expenditures required
to maintain our asset base over the long term as it may change as a result of additions or dispositions over time. We expect that a primary component of
replacement capital expenditures will be capital expenditures associated with the replacement of oil and natural gas reserves through the acquisition of
new oil and natural gas mineral and royalty interests and through development expenditures related to our working interests. Replacement capital
expenditures will also include interest (and related fees) on debt incurred and distributions on equity issued to finance all or any portion of the
acquisition, construction, replacement, development, or expansion of a capital asset that is paid in respect of the period from such financing until the
earlier to occur of the date that any such acquisition, construction, replacement, development, or expansion and ending on the earlier to occur of the date
the growth capital expenditure is placed into service and the date that it is abandoned or disposed of. Capital expenditures made solely for investment
purposes will not be considered replacement capital expenditures.
Because our replacement capital expenditures can be irregular, the amount of our actual replacement capital expenditures may differ substantially
from period to period, which could cause similar fluctuations in the amounts of operating surplus, adjusted operating surplus, and cash available for
distribution if we subtracted actual replacement capital expenditures from operating surplus. To address this issue, our partnership agreement requires
that an estimate of the average quarterly replacement capital expenditures necessary to maintain our asset base be subtracted from operating surplus each
quarter as opposed to the actual amounts spent. The amount of estimated replacement capital expenditures deducted from operating surplus will be
initially determined by our general partner’s board of directors and is subject to review and change by our general partner’s board of directors at least
once a year. The estimate will be made at least annually and whenever an event occurs that is likely to result in a material adjustment to the amount of
our replacement capital expenditures, such as a major acquisition. For purposes of calculating operating surplus, any adjustment to this estimate will be
prospective only. After the subordination period ends, replacement capital expenditures no longer have any meaning and will not be estimated. Please
read “—Subordination Period” below.
The use of estimated replacement capital expenditures in calculating operating surplus will have the following effects:
•

it will reduce the risk that replacement capital expenditures in any one quarter will be large enough to render operating surplus less than the
applicable minimum quarterly distribution to be paid on all the units for the quarter;

•

it will increase our ability to distribute as operating surplus cash we receive from non-operating sources;

•

in quarters where estimated replacement capital expenditures exceed actual replacement capital expenditures, it will be more difficult for us
to raise our distribution above the minimum quarterly distribution, because the amount of estimated replacement capital expenditures will
reduce the amount of cash generated from operations available for distribution to our unitholders, even in quarters where there are no
corresponding actual capital expenditures. Conversely, the use of estimated replacement capital expenditures in calculating operating surplus
will have the opposite effect for quarters in which actual replacement capital expenditures exceed our estimated replacement capital
expenditures; and

•

it will reduce the likelihood that a large replacement capital expenditure during a particular quarter will prevent our subordinated units from
converting to common units since the effect of an estimate is to spread the expected expense over several periods, thereby mitigating the
effect of the actual payment of the expenditure on any single period.

Growth capital expenditures are those capital expenditures that we expect will increase our existing asset base. Examples of growth capital
expenditures include the acquisition of new oil and natural gas mineral and
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royalty interests and expenditures related to our working interests, to the extent such expenditures are incurred to increase our asset base. Growth capital
expenditures will also include interest payments (and related fees) on debt incurred and distributions on equity issued to finance all or any portion of
such capital expenditure during the period from such financing until the earlier to occur of the date the growth capital expenditure is placed into service
by us or the date that it is abandoned or disposed of by us. Capital expenditures made solely for investment purposes will not be considered growth
capital expenditures.
Investment capital expenditures are those capital expenditures that are neither replacement capital expenditures nor growth capital expenditures.
Investment capital expenditures largely will consist of capital expenditures made for relatively short-term investment purposes. Examples of investment
capital expenditures include traditional capital expenditures for investment purposes, such as purchases of securities, as well as other capital
expenditures that might be made in lieu of such traditional investment capital expenditures, such as the acquisition of a capital asset for investment
purposes or development of our undeveloped properties in excess of the maintenance of our production or asset base, but which are not expected to
expand our production or asset base for more than the short term.
As described above, neither investment capital expenditures nor growth capital expenditures are included in operating expenditures, and thus will
not reduce operating surplus. Because growth capital expenditures include interest payments (and related fees) on debt incurred to finance all or a
portion of the construction, replacement, or improvement of a capital asset (such as equipment or reserves) during the period from such financing until
the earlier to occur of the date any such growth capital expenditure is placed into service by us, and the date that it is abandoned or disposed of by us,
such interest payments also do not reduce operating surplus. Losses on disposition of an investment capital expenditure will reduce operating surplus
when realized and cash receipts from an investment capital expenditure will be treated as a cash receipt for purposes of calculating operating surplus
only to the extent the cash receipt is a return on principal.
Capital expenditures that are made in part for replacement capital purposes and in part for investment capital or growth capital purposes will be
allocated as replacement capital expenditures, investment capital expenditures, or growth capital expenditures by our general partner’s board of
directors, based upon its good-faith determination, subject to approval by the conflicts committee of our general partner’s board of directors.
Subordination Period
General
Our partnership agreement provides that, during the subordination period (as described below), the common units will have the right to receive
distributions from operating surplus each quarter in an amount equal to the applicable minimum quarterly distribution (see table below), which amount
is defined in our partnership agreement as the minimum quarterly distribution, plus any arrearages in the payment of the minimum quarterly distribution
on the common units from prior quarters, before any distributions from operating surplus may be made on the subordinated units. These units are
deemed “subordinated” because for a period of time, referred to as the subordination period, the subordinated units will not be entitled to receive any
distribution from operating surplus for any quarter until the common units have received the minimum quarterly distribution from operating surplus for
such quarter plus any arrearages in the payment of the minimum quarterly distribution from prior quarters. Furthermore, no arrearages will be paid on
the subordinated units. The practical effect of the subordinated units is to increase the likelihood that during the subordination period there will be
sufficient cash from operating surplus to pay the minimum quarterly distribution on the common units.
The minimum quarterly distribution is currently $1.35 per unit on an annualized basis (or $0.3375 per unit on a quarterly basis).
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Determination of Subordination Period
The subordination period began on May 6, 2015, the closing date of our IPO, and expires on the first business day after the distribution to
unitholders in respect of any quarter, beginning with the quarter ending March 31, 2019, if each of the following has occurred:
•

for a period of four consecutive, non-overlapping quarters immediately preceding that date, aggregate distributions from operating surplus
on the common units, subordinated units, and any other units equal or senior in rank with respect to subordinated units (but not senior in
rank to the common units) equaled or exceeded the sum of the products of the minimum quarterly distribution multiplied by the total
number of common and subordinated units outstanding in each quarter in each period;

•

for the same period of four consecutive, non-overlapping quarters, the “adjusted operating surplus” (as described below) equaled or
exceeded the sum of the products of the minimum quarterly distribution on the common units, subordinated units, and any other units equal
or senior in rank with respect to subordinated units (but not senior in rank to the common units) multiplied by the total number of common
units, subordinated units, and any other units equal or senior in rank with respect to the subordinated units (but not senior in rank to the
common units) outstanding during each quarter on a fully-diluted weighted-average basis; and

•

there are no arrearages in payment of the minimum quarterly distribution on the common units.

For the period beginning May 6, 2015, the closing date of our IPO, and through June 30, 2015, our partnership agreement prorated the minimum
quarterly distribution based on the actual length of the period, and used such a prorated distribution for all purposes, including in determining when the
subordination period ended. Equity senior to the common units were treated like debt for this purpose, resulting in distributions on that equity being
treated as interest on indebtedness. When the subordination period ends as a result of us having met the test described above, each outstanding
subordinated unit will convert into one common unit and will then participate pro-rata with the other common units in distributions. The subordination
period will end as a result of us having met the test described above on the first business day after our payment of the distribution for the quarter ended
March 31, 2019, which is payable on May 23, 2019.
In addition, at any time on or after March 31, 2019, provided that there are no outstanding arrearages in payment of the minimum quarterly
distribution on the common units, our general partner in its sole discretion may decide to convert all outstanding subordinated units into common units,
with each subordinated unit being converted into a number of common units determined by multiplying the number of outstanding subordinated units to
be converted by a fraction, (i) the numerator of which is equal to the aggregate amount of distributions of cash generated from operations (not to exceed
adjusted operating surplus) on the outstanding subordinated units (“historical distributions”) for the four fiscal quarters preceding the date of conversion
(the “measurement period”), and (ii) the denominator of which is equal to the aggregate amount of the minimum quarterly distribution on all outstanding
subordinated units during such four-quarter period; provided, that if the forecasted distributions to be paid from forecasted operating surplus (not to
exceed forecasted adjusted operating surplus) on the outstanding subordinated units for the four-quarter period immediately following the measurement
period (“forecasted distributions”), as determined by the conflicts committee, is less than historical distributions, then the numerator shall be forecasted
distributions; provided, further, however, that the subordinated units may not convert into common units at a ratio that is greater than one to one. If the
option to convert the subordinated units into common units is exercised as described above, the outstanding subordinated units will convert into the
prescribed number of common units and will then participate pro rata with other common units in distributions. It should be expected that the general
partner will cause this conversion, unless it determines that such conversion will be adverse to the subordinated unitholders. An example of where such
conversion could be considered adverse to the subordinated unitholders is where the general partner expects the subordinated units to otherwise convert
soon.
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Adjusted Operating Surplus
Adjusted operating surplus is intended to generally reflect the cash generated from operations during a particular period and therefore excludes net
increases in working capital borrowings and net drawdowns of reserves of cash generated in prior periods if not utilized to pay expenses during that
period. Adjusted operating surplus for any period consists of:
•

operating surplus generated with respect to that period (excluding the amount described in the first bullet point under “—Operating Surplus
and Capital Surplus—Operating Surplus” above); less

•

any net increase during that period in working capital borrowings; less

•

any net decrease during that period in cash reserves for operating expenditures not relating to an operating expenditure made during that
period; plus

•

any net decrease during that period in working capital borrowings; plus

•

any net increase during that period in cash reserves for operating expenditures required by any debt instrument for the repayment of
principal, interest or premium; plus

•

any net decrease made in subsequent periods in cash reserves for operating expenditures initially established during such period to the extent
such decrease results in a reduction of adjusted operating surplus in subsequent periods pursuant to the third bullet point above.

Any disbursements received, cash received (including working capital borrowings) or cash reserves established, increased or reduced after the end
of a period that the general partner determines to include in operating surplus for such period shall also be deemed to have been made, received or
established, increased or reduced in such period for purposes of determining adjusted operating surplus for such period.
Distributions From Operating Surplus During the Subordination Period
If we make distributions from operating surplus for any quarter ending before the end of the subordination period, our partnership agreement
requires that we make the distributions in the following manner:
•

first, to the common unitholders, pro rata, until we distribute for each common unit an amount equal to the applicable minimum quarterly
distribution for that quarter and any arrearages in payment of the applicable minimum quarterly distribution on the common units for any
prior quarters; and

•

second, to the subordinated unitholders, pro rata, until we distribute for each subordinated unit an amount equal to the applicable minimum
quarterly distribution for that quarter.

If the distributions to our common and subordinated unitholders exceed the applicable minimum quarterly distribution per unit, then such excess
amount shall be distributed pro rata on the common and subordinated units as if they were a single class. All distributions to the common and
subordinated unitholders are subject to our Series B cumulative convertible preferred unitholders’ prior right to distributions.
Distributions From Capital Surplus
How Distributions From Capital Surplus Will Be Made
Prior to liquidation, our partnership agreement requires that we make distributions from capital surplus, if any, in the following manner:
•

first, to all common unitholders and subordinated unitholders, pro rata, until the applicable minimum quarterly distribution levels are
reduced to zero, as described below;

•

second, to the common unitholders, pro rata, until we distribute for each common unit an amount from capital surplus equal to any unpaid
arrearages in payment of the minimum quarterly distribution on the common units; and

•

thereafter, we will make all distributions from capital surplus as if they were from operating surplus.
16

Table of Contents

After the subordination period ends, operating surplus, adjusted operating surplus, and capital surplus no longer have any meaning, and all
distributions will be pro rata to the common unitholders. All distributions are subject to our Series B cumulative convertible preferred unitholders’ prior
right to distributions.
Effect of a Distribution from Capital Surplus
Each time a distribution from capital surplus is made, the minimum quarterly distribution levels will be reduced in the same proportion as the
distribution from capital surplus to the fair market value of the common units prior to the announcement of the distribution. Because distributions of
capital surplus will reduce the minimum quarterly distribution levels after any of these distributions are made, it may be easier for the subordinated units
to receive distributions and convert into common units. However, any distribution from capital surplus before the minimum quarterly distribution levels
are reduced to zero cannot be applied to the payment of any arrearages.
Adjustment to the Minimum Quarterly Distribution
In addition to adjusting the minimum quarterly distribution levels to reflect a distribution from capital surplus, if we combine our common units
into fewer common units or subdivide our common units into a greater number of common units, our partnership agreement specifies that the following
items will be proportionately adjusted:
•

the minimum quarterly distribution levels;

•

the initial unit price, as described below under “—Distributions of Cash Upon Liquidation”;

•

the per unit amount of any outstanding arrearages in payment of the minimum quarterly distribution on the common units; and

•

the number of subordinated units.

For example, if a two-for-one split of the common units should occur, the minimum quarterly distribution and the initial unit price would each be
reduced to 50.0% of its initial level. If we combine our common units into a lesser number of units or subdivide our common units into a greater number
of units, we will combine or subdivide our subordinated units using the same ratio applied to the common units. We will not make any adjustment by
reason of the issuance of additional units for cash or property.
In addition, if as a result of a change in law or interpretation thereof, we or any of our subsidiaries is treated as an association taxable as a
corporation or is otherwise subject to additional taxation as an entity for U.S. federal, state, local or non-U.S. income or withholding tax purposes, our
general partner may, in its sole discretion, reduce the minimum quarterly distribution for each quarter by multiplying each distribution level by a
fraction, the numerator of which is cash for that quarter (after deducting our general partner’s estimate of our additional aggregate liability for the
quarter for such income and withholding taxes payable by reason of such change in law or interpretation) and the denominator of which is the sum of
(i) cash for that quarter, plus (ii) our general partner’s estimate of our additional aggregate liability for the quarter for such income and withholding taxes
payable by reason of such change in law or interpretation thereof. To the extent that the actual tax liability differs from the estimated tax liability for any
quarter, the difference will be accounted for in distributions with respect to subsequent quarters.
Distributions of Cash Upon Liquidation
If we dissolve in accordance with the partnership agreement, we will sell or otherwise dispose of our assets in a process called liquidation. We will
first apply the proceeds of liquidation to the payment of our creditors. We will then distribute any remaining proceeds to the Series B cumulative
convertible preferred unitholders until the capital account for each Series B cumulative convertible preferred unit is equal to the liquidation amount of
the
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Series B cumulative convertible preferred unit. We will then distribute any remaining proceeds to all other unitholders, in accordance with their capital
account balance, as adjusted to reflect any gain or loss upon the sale or other disposition of our assets in liquidation.
The allocations of gain and loss upon liquidation are intended, to the extent possible, to entitle the holders of common and subordinated units to a
repayment of the initial value contributed by unitholders for their units in the IPO, which we refer to as the “initial unit price” for each unit. The
allocations of gain and loss upon liquidation are also intended, to the extent possible, to entitle the holders of common units to a preference over the
holders of subordinated units upon our liquidation, to the extent required to permit common unitholders to receive their initial unit price plus the
minimum quarterly distribution for the quarter during which liquidation occurs plus any unpaid arrearages in payment of the minimum quarterly
distribution on the common units. However, there may not be sufficient gain upon our liquidation to enable the common unitholders to fully recover all
of these amounts, even though there may be cash generated from operations available for distribution to the holders of subordinated units.
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THE PARTNERSHIP AGREEMENT
The following is a summary of the material provisions of our partnership agreement. We will provide investors and prospective investors with a
copy of our partnership agreement upon request at no charge.
We summarize the following provisions of our partnership agreement elsewhere in this prospectus:
•

with regard to the duties of our general partner, please read “Fiduciary Duties”;

•

with regard to the transfer of common units, please read “Description of Our Common Units—Transfer of Common Units”; and

•

with regard to allocations of taxable income and taxable loss, please read “Material U.S. Federal Income Tax Consequences.”

Organization and Duration
We were organized in September 2014 and have a perpetual existence unless terminated pursuant to the terms of our partnership agreement.
Purpose
Our purpose, as set forth in our partnership agreement, is to engage in any business activity that is approved by our general partner and that
lawfully may be conducted by a limited partnership organized under Delaware law; provided that our general partner shall not cause us to take any
action that the general partner determines would be reasonably likely to cause us to be treated as an association taxable as a corporation or otherwise
taxable as an entity for federal income tax purposes.
Our general partner is generally authorized to perform all acts it determines to be necessary or appropriate to carry out our purposes and to
conduct our business.
Capital Contributions
Unitholders are not obligated to make additional capital contributions, except as described below under “—Limited Liability.”
Adjustments to Capital Accounts Upon Issuance of Additional Common Units
We will make adjustments to capital accounts upon the issuance of additional common units. In doing so, we will generally allocate any
unrealized and, for tax purposes, unrecognized gain or loss resulting from the adjustments to our unitholders prior to an issuance on a pro rata basis, so
that after such issuance, the capital account balances attributable to all common units are equal.
Voting Rights
The following is a summary of the unitholder vote required for approval of the matters specified below. Matters that call for the approval of a
“unit majority” require:
•

during the subordination period, the approval of a majority of the common units, subordinated units, and preferred units (on an as-converted
basis), voting together as a single class; and

•

after the subordination period, the approval of a majority of the common units and preferred units (on an as-converted basis), voting together
as a single class.
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In voting their common and subordinated units, our directors will have no duty or obligation whatsoever to us or the limited partners, including
any duty to act in the best interests of us or the limited partners. The holders of a majority of the common, subordinated, and preferred units (on an
as-converted basis), in the aggregate, represented in person or by proxy shall constitute a quorum at a meeting of such common, subordinated, and
preferred unitholders, unless any such action requires approval by holders of a greater percentage of the units in which case the quorum shall be the
greater percentage.
The following is a summary of the vote requirements specified for certain matters under our partnership agreement.
Election of directors of our general partner

Our limited partners holding common units, subordinated units, and preferred units (on an
as-converted basis) vote together as a single class for the election of directors to the board of
directors of our general partner. The limited partners authorized to vote elect, by a plurality of
the votes cast at such meeting, persons to serve as directors of our general partner who are
nominated in accordance with the provisions of our partnership agreement. Limited partners
are entitled to cumulate their votes for purposes of electing directors. Please read “—
Nomination of Directors.”

Issuance of additional units (including units senior to the No approval right by limited partners holding common or subordinated units, including units
common units)
that are senior to the common units. However, our partnership agreement does not authorize us
to issue securities having preferences or rights with priority over or on a parity with our
outstanding Series B cumulative convertible preferred units with respect to distributions on
such securities or distributions in respect of such securities upon the liquidation, dissolution or
winding up of the partnership, including additional Series B cumulative convertible preferred
units, without the affirmative vote of the holders of at least 66 2/3% of the outstanding Series
B cumulative convertible preferred units. Provided, however, that, we may issue up to
$200 million of securities having preferences or rights on a parity with our outstanding Series
B cumulative convertible preferred units with respect to distributions on such securities or
distributions in respect of such securities upon the liquidation, dissolution or winding up of the
partnership without the consent of any holder of Series B cumulative convertible preferred
units. Please read “—Issuance of Additional Partnership Interests.”
Amendment of the partnership agreement

Certain amendments may be made by our general partner without the approval of any limited
partners. Other amendments generally require the approval of a unit majority. The affirmative
vote of the holders of at least 66 2/3% of the outstanding Series B cumulative convertible
preferred units is required for any amendment that is materially adverse to any of the rights,
preferences and privileges of the Series B cumulative convertible preferred units. Please read
“—Amendment of the Partnership Agreement.”
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Merger of our partnership or the sale of all or
substantially all of our assets

Unit majority in certain circumstances. Please read “—Merger, Consolidation, Conversion,
Sale, or Other Disposition of Assets.”

Dissolution of our partnership

Unit majority. Please read “—Dissolution.”

Continuation of our business upon dissolution

Unit majority. Please read “—Dissolution.”

Withdrawal of our general partner

No voluntary withdrawal right. Please read “—Withdrawal or Removal of Our General
Partner; Transfer of General Partner Interest.”

Transfer of our general partner interest

No transfer right without the consent of a supermajority vote of the unitholders. Please read
“—Withdrawal or Removal of Our General Partner; Transfer of General Partner Interest.”

If any person or group (other than the limited partners of Black Stone Minerals Company, L.P. prior to the IPO; their transferees; persons who
acquired their units with the prior approval of the board of directors of our general partner; holders of Series B cumulative convertible preferred units in
connection with any vote, consent, or approval of the Series B cumulative convertible preferred units as a separate class; and persons who own 15% or
more of any class as a result of any redemption or purchase of any other person’s units or similar action by us or any conversion of the Series B
cumulative convertible preferred units at our option) acquires beneficial ownership of 15% or more of any class of common, subordinated, or preferred
units, that person or group loses voting rights on all of its units.
Meetings; Voting
An annual meeting of the limited partners holding common units, subordinated units, and preferred units for the election of directors to the board
of directors of our general partner will be held at a date and time as may be fixed from time to time by our general partner. Notice of the annual meeting
will be given not less than 10 days nor more than 60 days prior to the date of the meeting.
The limited partners holding common units, subordinated units, and preferred units (on an as-converted basis) will vote together as a single class
for the election of directors. The limited partners authorized to vote will elect by a plurality of the votes cast at a meeting persons to serve as directors on
the board of directors of our general partner who are nominated in accordance with the provisions of our partnership agreement. The exercise by a
limited partner of the right to elect the directors and any other rights afforded to a limited partner under our partnership agreement will be in the limited
partner’s capacity as a limited partner of the partnership and are not intended to cause a limited partner to be deemed to be taking part in the
management and control of the business and affairs of the partnership.
Each limited partner entitled to vote at an election for the board of directors will be entitled to cumulate his or her vote and give one candidate, or
divide among any number of candidates, a number of votes equal to the product of (x) the number of common units, subordinated units and preferred
units (on an as-converted basis) held by the limited partner, multiplied by (y) the number of directors to be elected at the meeting.
Additional limited partner interests having special voting rights could be issued. However, our partnership agreement contains specific provisions that
are intended to discourage a person or group from attempting to change management without the support of the board of directors of our general partner.
If at any time any person or group (other than the limited partners of Black Stone Minerals Company, L.P. prior to the IPO; their
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transferees; persons who acquired their units with the prior approval of the board of directors of our general partner; holders of Series B cumulative
convertible preferred units in connection with any vote, consent, or approval of the Series B cumulative convertible preferred units as a separate class;
and persons who own 15% or more of any class as a result of any redemption or purchase of any other person’s units or similar action by us or any
conversion of the Series B cumulative convertible preferred units at our option) acquires, in the aggregate, beneficial ownership of 15% or more of any
class of common, subordinated, or preferred units then outstanding, that person or group will lose voting rights on all of its units and the units may not
be voted on any matter and will not be considered to be outstanding when sending notices of a meeting of unitholders (unless otherwise required by
law), calculating required votes, determining the presence of a quorum or for other similar purposes, as contemplated in our partnership agreement.
In addition, solely with respect to the election of directors, our partnership agreement provides that our general partner and the partnership will not
be entitled to vote their units, if any, and the foregoing units will not be counted when calculating the required votes for a matter and will not be deemed
to be outstanding for purposes of determining a quorum for a meeting. These units will not be treated as a separate class of partnership securities for
purposes of our partnership agreement.
Except as described above, unitholders on the record date will be entitled to notice of, and to vote at, meetings of our limited partners, and to act
upon matters for which approvals may be solicited. Units held in nominee or street name account will be voted by the broker or other nominee in
accordance with the instruction of the beneficial owner unless the arrangement between the beneficial owner and his nominee provides otherwise.
Any action that is required or permitted to be taken by our unitholders may be taken either at a meeting of the unitholders or, if authorized by our
general partner, without a meeting if consents in writing describing the action so taken are signed by holders of the number of units as would be
necessary to authorize or take that action at a meeting. Special meetings of the unitholders may be called by our general partner or by unitholders
owning at least 20% of the outstanding units. Unitholders may vote either in person or by proxy at meetings. The holders of a majority of the
outstanding units of the class or classes for which a meeting was called (including outstanding units deemed owned by the general partner), represented
in person or by proxy, will constitute a quorum unless otherwise provided in our partnership agreement in connection with the election of directors to the
board of directors of our general partner or unless any action by the unitholders requires approval by holders of a greater percentage of the units, in
which case the quorum will be the greater percentage.
Any notice, demand, request, report, or proxy material required or permitted to be given or made to record holders of units under our partnership
agreement will be delivered to the record holder by us or by the transfer agent.
Nomination of Directors
Nominations of persons for election to the board of directors of our general partner may be made at an annual meeting of the limited partners or,
provided that the board of directors or limited partners have determined that directors will be elected at such a meeting, a special meeting of the limited
partners, in any such case only pursuant to our general partner’s notice of meeting (or any supplement thereto), (a) by or at the direction of the board of
directors or any committee thereof, or (b) by any limited partner or group of limited partners who (1) is entitled to vote at the meeting, (2) complies with
the notice procedures set forth in our partnership agreement, and (3) either individually or as a group hold units representing at least 10% of the
outstanding units (measured on a fully diluted basis and treating the preferred units on an as-converted basis) both at the time of giving notice of such
nomination and at the meeting.
For any nominations brought before an annual meeting by a nominating limited partner, the limited partner must give timely notice thereof in
writing to our general partner. The notice must contain certain information as
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described in our partnership agreement. To be timely, the nomination notice must be delivered to our general partner not later than the close of business
on the 90th day, nor earlier than the close of business on the 120th day, prior to the first anniversary of the preceding year’s annual meeting (provided,
however, that in the event that the date of the annual meeting is more than 30 days before or more than 70 days after the anniversary date, the
nomination notice must be so delivered not earlier than the close of business on the 120th day prior to the annual meeting and not later than the close of
business on the later of the 90th day prior to the annual meeting or the 10th day following the day on which public announcement of the date of the
meeting is first made by the partnership or our general partner). The public announcement of an adjournment or postponement of an annual meeting will
not commence a new time period (or extend any time period) for the giving of a nominating limited partner’s notice as described above.
In the event that the number of directors to be elected to the board of directors of our general partner is increased effective at the annual meeting
and there is no public announcement by the partnership or our general partner naming the nominees for the additional directorships at least 100 days
prior to the first anniversary of the preceding year’s annual meeting, the nomination notice will also be considered timely, but only with respect to
nominees for the additional directorships, if it shall be delivered to our general partner not later than the close of business on the 10th day following the
day on which a public announcement is first made by the partnership or our general partner.
Nominations of persons for election to the board of directors also may be made at a special meeting of limited partners at which directors are to be
elected in accordance with the provisions of our partnership agreement.
Only persons who are nominated in accordance with the procedures set forth in our partnership agreement will be eligible to be elected at an
annual or special meeting of limited partners to serve as directors.
Notwithstanding the foregoing, unless otherwise required by law, if the limited partner (or a qualified representative of the limited partner) does
not appear at the annual or special meeting of limited partners to present a nomination, the nomination shall be disregarded notwithstanding that proxies
in respect of a vote may have been received by our general partner or the partnership.
In addition to the provisions described above and in our partnership agreement, a limited partner must also comply with all applicable
requirements of the Exchange Act, and the rules and regulations thereunder; provided, however, that any references in our partnership agreement to the
Exchange Act or the rules promulgated thereunder are not intended to and do not limit any requirements applicable to nominations pursuant to our
partnership agreement, and compliance with our partnership agreement is the exclusive means for a limited partner to make nominations.
Applicable Law; Forum, Venue, and Jurisdiction
Our partnership agreement is governed by Delaware law. Our partnership agreement requires that any claims, suits, actions, or proceedings:
•

arising out of or relating in any way to the partnership agreement (including any claims, suits, or actions to interpret, apply, or enforce the
provisions of the partnership agreement or the duties, obligations, or liabilities among limited partners or of limited partners to us, or the
rights or powers of, or restrictions on, the limited partners or us);

•

brought in a derivative manner on our behalf;

•

asserting a claim of breach of a duty owed by any director, officer, or other employee of us or our general partner, or owed by our general
partner, to us, or the limited partners;
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•

asserting a claim arising pursuant to any provision of the Delaware Revised Uniform Limited Partnership Act (the “Delaware Act”); or

•

asserting a claim governed by the internal affairs doctrine

shall be exclusively brought in the Court of Chancery of the State of Delaware (or, if such court does not have subject matter jurisdiction thereof, any
other court located in the State of Delaware with subject matter jurisdiction), regardless of whether the claims, suits, actions, or proceedings sound in
contract, tort, fraud, or otherwise, are based on common law, statutory, equitable, legal, or other grounds, or are derivative or direct claims and
irrevocably waives the right to trial by jury.
By purchasing a common unit, a limited partner is irrevocably consenting to these limitations and provisions regarding claims, suits, actions, or
proceedings and submitting to the exclusive jurisdiction of the Court of Chancery of the State of Delaware (or such other court) in connection with any
such claims, suits, actions, or proceedings.
Limited Liability
Assuming that a limited partner does not participate in the control of our business within the meaning of the Delaware Act and that he otherwise
acts in conformity with the provisions of the partnership agreement, his liability under the Delaware Act will be limited, subject to possible exceptions,
to the amount of capital he is obligated to contribute to us for his units plus his share of any undistributed profits and assets. However, if it were
determined that the right, or exercise of the right, by the limited partners as a group:
•

to remove or replace our general partner;

•

to approve some amendments to our partnership agreement; or

•

to take other action under our partnership agreement

constituted “participation in the control” of our business for the purposes of the Delaware Act, then the limited partners could be held personally liable
for our obligations under the laws of Delaware, to the same extent as our general partner. This liability would extend to persons who transact business
with us under the reasonable belief that the limited partner is a general partner. Neither our partnership agreement nor the Delaware Act specifically
provides for legal recourse against our general partner if a limited partner were to lose limited liability through any fault of our general partner. While
this does not mean that a limited partner could not seek legal recourse, we know of no precedent for this type of a claim in Delaware case law.
Under the Delaware Act, prior to the dissolution of a limited partnership, a limited partnership may not make a distribution to a partner if, after the
distribution, all liabilities of the limited partnership, other than liabilities to partners on account of their partnership interests and liabilities for which the
recourse of creditors is limited to specific property of the partnership, would exceed the fair value of the assets of the limited partnership. For the
purpose of determining the fair value of the assets of a limited partnership, the Delaware Act provides that the fair value of property subject to liability
for which recourse of creditors is limited shall be included in the assets of the limited partnership only to the extent that the fair value of that property
exceeds the nonrecourse liability. The Delaware Act provides that a limited partner who receives a distribution and knew at the time of the distribution
that the distribution was in violation of the Delaware Act shall be liable to the limited partnership for the amount of the distribution for three years.
Following the dissolution of a limited partnership, the Delaware Act generally requires a limited partnership to satisfy (or make reasonable provision to
satisfy) liabilities of the limited partnership prior to making distributions to partners.
We may have subsidiaries that conduct business in other states or countries in the future. Maintenance of our limited liability as owner of our
operating subsidiaries may require compliance with legal requirements in the jurisdictions in which the operating subsidiaries conduct business,
including qualifying our subsidiaries to do business there.
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Limitations on the liability of members or limited partners for the obligations of a limited liability company or limited partnership have not been
clearly established in many jurisdictions. If, by virtue of our ownership interest in our subsidiaries or otherwise, it were determined that we were
conducting business in any jurisdiction without compliance with the applicable limited partnership or limited liability company statute, or that the right
or exercise of the right by the limited partners as a group to remove or replace our general partner, to approve some amendments to our partnership
agreement, or to take other action under our partnership agreement constituted “participation in the control” of our business for purposes of the statutes
of any relevant jurisdiction, then the limited partners could be held personally liable for our obligations under the law of that jurisdiction to the same
extent as our general partner under the circumstances. We will operate in a manner that our general partner considers reasonable and necessary or
appropriate to preserve the limited liability of the limited partners.
Issuance of Additional Partnership Interests
Our partnership agreement authorizes us to issue an unlimited number of additional partnership interests for the consideration and on the terms
and conditions determined by our general partner without the approval of the unitholders (other than, in certain instances, approval of the holders of our
Series B cumulative convertible preferred units).
It is possible that we will fund acquisitions through the issuance of additional common units, subordinated units, or other partnership interests.
Holders of any additional common units we issue will be entitled to share equally with the then-existing common unitholders in our distributions. In
addition, the issuance of additional common units or other partnership interests may dilute the value of the interests of the then-existing common
unitholders in our net assets.
In accordance with Delaware law and the provisions of our partnership agreement, we may also issue additional partnership interests that, as
determined by our general partner, may have rights to distributions or special voting rights to which the common units are not entitled. In addition, our
partnership agreement does not prohibit our subsidiaries from issuing equity interests, which may effectively rank senior to the common units.
Series B Cumulative Convertible Preferred Units
Each holder of Series B cumulative convertible preferred units may elect to convert all or any portion of its Series B cumulative convertible
preferred units into common units on a one-for-one basis, subject to customary anti-dilution adjustments and an adjustment for any distributions that
have accrued but not been paid when due (which is referred to herein as the “conversion rate”), at any time (but not more often than once per quarter)
after November 28, 2019 (or earlier liquidation, dissolution, or winding up of the partnership), provided that any conversion is for at least $10 million or
such lesser amount if such conversion relates to all of a holder’s remaining Series B cumulative convertible preferred units.
We may elect to convert all or any portion of the Series B cumulative convertible preferred units into common units based on the conversion rate
at any time (but not more often than once per quarter) after November 28, 2019 if (i) the common units are listed or admitted for trading on a national
securities exchange, (ii) the closing price of the common units on the principal natural securities exchange on which the common units are then listed or
admitted for trading on is greater than 140% of the issue price for any 20 trading days during the 30-trading day period immediately preceding notice of
conversion, (iii) the average daily trading volume of the common units exceeds 200,000 common units (as adjusted to reflect splits, combinations, or
similar events) for 60 trading days immediately preceding notice of conversion, (iv) we have not repurchased on any day in the 30-trading day period
immediately preceding notice of conversion more than 10% of the 30-day trailing average trading volume of the common units on the principal national
securities exchange on which the common units are then listed or admitted for trading on (calculated as of the conversion notice date), and (v) we have
an effective registration statement on file covering resales of the underlying common units to be received by
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the holders upon conversion of the Series B cumulative convertible preferred units, provided that, among other things, the conversion is for no more
than $50 million. We also may elect to redeem the Series B cumulative convertible preferred units at any time during the 90-day period beginning on
November 28, 2023 at a redemption price equal to 105% of the issue price plus any accrued and unpaid distributions on the applicable Series B
cumulative convertible preferred units (including a pro rata portion of the distribution for the quarter in which the redemption occurs relating to the
portion of such quarter that has elapsed as of the date of such redemption), and at any time during the 90-day period beginning on each Readjustment
Date at a redemption price payable wholly in cash equal to the issue price plus any accrued and unpaid distributions on the applicable Series B
cumulative convertible preferred units (including a pro rata portion of the distribution for the quarter in which the redemption occurs relating to the
portion of such quarter that has elapsed as of the date of such redemption), provided that, among other things, the redemption is for at least $100 million
(calculated based on the issue price) or such lesser amount if such redemption relates to all of the then outstanding Series B cumulative convertible
preferred units.
Upon certain events involving a change of control in which more than 90% of the consideration payable to the holders of the common units is
payable in cash, the Series B cumulative convertible preferred units will automatically convert into common units at a conversion ratio equal to the
greater of (a) the then applicable conversion rate and (b) the quotient of (i) the issue price multiplied by a premium factor (ranging from 115% to 101%
depending on when such transaction occurs), plus any accrued and unpaid distributions on the Series B cumulative convertible preferred units (including
a pro rata portion of the distribution for the quarter in which the conversion occurs relating to the portion of such quarter that has elapsed as of the date
of such conversions) divided by (ii) the volume weighted average price of the common units for the 30 trading days prior to the execution of definitive
documentation relating to such change of control.
In connection with other change of control events that do not meet the 90% cash consideration threshold described above, each holder may elect to
(a) convert all, but not less than all, of its Series B cumulative convertible preferred units to common units at the then applicable conversion rate, (b) if
the partnership is not the surviving entity (or if the partnership is the surviving entity, but the common units will cease to be listed), require us to use
commercially reasonable efforts to cause the surviving entity in any such transaction to issue a substantially equivalent security (or if we are unable to
cause such substantially equivalent securities to be issued, to convert into common units at a premium based on a specified formula subject to aggregate
return limitations or to be redeemed in accordance with clause (d) below), (c) if the partnership is the surviving entity, continue to hold the Series B
cumulative convertible preferred units or (d) require us to redeem all, but not less than all, of the Series B cumulative convertible preferred units at a
price per unit equal to 101% of the issue price, plus accrued and unpaid distributions on the applicable Series B cumulative convertible preferred units
(including a pro rata portion of the distribution for the quarter in which the redemption occurs relating to the portion of such quarter that has elapsed as
of the date of such redemption), which may be payable in cash or common units at a substantial discount to market.
Amendment of the Partnership Agreement
General
Amendments to our partnership agreement may be proposed only by our general partner. In order to adopt a proposed amendment, other than the
amendments discussed below, our general partner is required to seek written approval of the holders of the number of units required to approve the
amendment or to call a meeting of the limited partners to consider and vote upon the proposed amendment. Except as described below, an amendment
must be approved by a unit majority.
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Prohibited Amendments
No amendment may be made that would:
•

enlarge the obligations of any limited partner without his consent, unless approved by at least a majority of the type or class of limited
partner interests so affected; or

•

enlarge the obligations of, restrict in any way any action by or rights of, or reduce in any way the amounts distributable, reimbursable or
otherwise payable by us to our general partner or any of its affiliates without the consent of our general partner, which consent may be given
or withheld in its sole discretion.

The provision of our partnership agreement preventing the amendments having the effects described in the clauses above can be amended upon
the approval of the holders of at least 90% of the outstanding common units, subordinated units, and preferred units (on an as-converted basis), voting as
a single class.
No Unitholder Approval
Our general partner may generally make amendments to our partnership agreement without the approval of any limited partner to reflect:
•

a change in our name, the location of our principal place of business, our registered agent, or our registered office;

•

the admission, substitution, withdrawal, or removal of partners in accordance with our partnership agreement;

•

a change that our general partner determines to be necessary or appropriate to qualify or continue our qualification as a limited partnership,
or other entity in which the limited partners have limited liability under the laws of any state, or to ensure that neither we nor any of our
subsidiaries will be treated as an association taxable as a corporation or otherwise taxed as an entity for federal income tax purposes (to the
extent not already so treated or taxed);

•

an amendment that is necessary, in the opinion of our counsel, to prevent us or our general partner or its directors, officers, agents, or
trustees from in any manner being subjected to the provisions of the Investment Company Act of 1940, the Investment Advisers Act of 1940
or “plan asset” regulations adopted under the Employee Retirement Income Security Act of 1974 (“ERISA”) whether or not substantially
similar to plan asset regulations currently applied or proposed;

•

an amendment that our general partner determines to be necessary, appropriate, or desirable in connection with the creation, authorization, or
issuance of additional partnership interests or the right to acquire partnership interests;

•

any amendment expressly permitted in our partnership agreement to be made by our general partner acting alone;

•

an amendment effected, necessitated, or contemplated by a merger agreement that has been approved under the terms of our partnership
agreement;

•

any amendment that our general partner determines to be necessary, appropriate, or desirable for the formation by us of, or our investment
in, any corporation, partnership, or other entity, as otherwise permitted by our partnership agreement;

•

a change in our fiscal year or taxable year and related changes;

•

conversions into, mergers with or conveyances to another limited liability entity that is newly formed and has no assets, liabilities, or
operations at the time of the conversion, merger, or conveyance other than those it receives by way of the conversion, merger, or
conveyance; or

•

any other amendments substantially similar to any of the matters described in the clauses above.
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In addition, our general partner may make amendments to our partnership agreement, without the approval of any limited partner, if our general
partner determines that those amendments:
•

do not adversely affect the limited partners (including any particular class of partnership interests as compared to other classes of partnership
interests) in any material respect;

•

are necessary or appropriate to satisfy any requirements, conditions, or guidelines contained in any opinion, directive, order, ruling, or
regulation of any federal or state agency or judicial authority or contained in any federal or state statute;

•

are necessary, appropriate, or desirable to facilitate the trading of limited partner interests or to comply with any rule, regulation, guideline,
or requirement of any securities exchange on which the limited partner interests are or will be listed for trading;

•

are necessary, appropriate, or desirable for any action taken by our general partner relating to splits or combinations of units under the
provisions of our partnership agreement; or

•

are required to effect the intent expressed in this prospectus or the intent of the provisions of our partnership agreement or are otherwise
contemplated by our partnership agreement.

Opinion of Counsel and Unitholder Approval
Any amendment that our general partner determines adversely affects in any material respect one or more particular classes of limited partners,
and is not permitted to be adopted by our general partner without limited partner approval, will require the approval of at least a majority of the class or
classes so affected, but no vote will be required by any class or classes of limited partners that our general partner determines are not adversely affected
in any material respect. Any such amendment that would have a material adverse effect on the rights or preferences of any type or class of outstanding
units in relation to other classes of units will require the approval of at least a majority of the type or class of units so affected. Any amendment that is
materially adverse to any of the rights, preferences and privileges of the Series B cumulative convertible preferred units will require the affirmative vote
of the holders of at least 66 2/3% of the outstanding Series B cumulative convertible preferred units. Any such amendment that would reduce the voting
percentage required to take any action other than to remove the general partner or call a meeting of unitholders is required to be approved by the
affirmative vote of limited partners whose aggregate outstanding units constitute not less than the voting requirement sought to be reduced. Any such
amendment that would increase the percentage of units required to remove the general partner or call a meeting of unitholders must be approved by the
affirmative vote of limited partners whose aggregate outstanding units constitute not less than the percentage sought to be increased. For amendments of
the type not requiring unitholder approval, our general partner will not be required to obtain an opinion of counsel that an amendment will neither result
in a loss of limited liability to the limited partners nor result in our being treated as a taxable entity for federal income tax purposes in connection with
any of the amendments. No other amendments to our partnership agreement will become effective without the approval of holders of at least 90% of the
outstanding units, voting as a single class, unless we first obtain an opinion of counsel to the effect that the amendment will not affect the limited
liability under applicable law of any of our limited partners.
Merger, Consolidation, Conversion, Sale, or Other Disposition of Assets
A merger, consolidation, or conversion of us requires the prior consent of our general partner. However, our general partner will have no duty or
obligation to consent to any merger, consolidation, or conversion and may decline to do so free of any duty or obligation whatsoever to us or the limited
partners, including any duty to act in the best interest of us or the limited partners.
In addition, our partnership agreement generally prohibits our general partner, without the prior approval of the holders of a unit majority, from
causing us to sell, exchange, or otherwise dispose of all or substantially all of our assets in a single transaction or a series of related transactions,
including by way of merger, consolidation, or
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other combination. Our general partner may, however, mortgage, pledge, hypothecate, or grant a security interest in all or substantially all of our assets
without majority approval. Our general partner may also sell all or substantially all of our assets under a foreclosure or other realization upon those
encumbrances without majority approval. Finally, our general partner may consummate any merger without the prior approval of our unitholders if we
are the surviving entity in the transaction, our general partner has received an opinion of counsel regarding limited liability and tax matters, the
transaction would not result in a material amendment to the partnership agreement (other than an amendment that the general partner could adopt
without the consent of other partners), each of our units will be an identical unit of our partnership following the transaction and the partnership interests
to be issued do not exceed 20% of our outstanding partnership interests immediately prior to the transaction.
If the conditions specified in our partnership agreement are satisfied, our general partner may convert us or any of our subsidiaries into a new
limited liability entity or merge us or any of our subsidiaries into, or convey all of our assets to, a newly formed entity, if the sole purpose of that
conversion, merger, or conveyance is to effect a mere change in our legal form into another limited liability entity, we have received an opinion of
counsel regarding limited liability and tax matters and the governing instruments of the new entity provide the limited partners and our general partner
with the same rights and obligations as contained in our partnership agreement. Our unitholders are not entitled to dissenters’ rights of appraisal under
our partnership agreement or applicable Delaware law in the event of a conversion, merger, or consolidation, a sale of substantially all of our assets or
any other similar transaction or event.
Dissolution
We will continue as a limited partnership until dissolved and terminated under our partnership agreement. We will dissolve upon:
•

the election of our general partner to dissolve us, if approved by the holders of units representing a unit majority;

•

there being no limited partners, unless we are continued without dissolution in accordance with applicable Delaware law;

•

the entry of a decree of judicial dissolution of our partnership; or

•

the withdrawal or removal of our general partner or any other event that results in its ceasing to be our general partner other than by reason
of a transfer of its general partner interest in accordance with our partnership agreement or its withdrawal or removal following the approval
and admission of a successor.

Upon a dissolution under the last clause above, the holders of a unit majority may also elect, within specific time limitations, to continue our
business on the same terms and conditions described in our partnership agreement by appointing as a successor general partner an entity approved by the
holders of units representing a unit majority, subject to our receipt of an opinion of counsel to the effect that:
•

the action would not result in the loss of limited liability under Delaware law of any limited partner; and

•

neither our partnership nor any of our subsidiaries would be treated as an association taxable as a corporation or otherwise be taxable as an
entity for federal income tax purposes upon the exercise of that right to continue (to the extent not already so treated or taxed).

Liquidation and Distribution of Proceeds
Upon our dissolution, unless such dissolution is revoked, the liquidator authorized to wind up our affairs will, acting with all of the powers of our
general partner that are necessary or appropriate, liquidate our assets
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and apply the proceeds of the liquidation as set forth in our partnership agreement. The liquidator may defer liquidation or distribution of our assets for a
reasonable period of time or distribute assets to partners in kind if it determines that a sale would be impractical or would cause undue loss to our
partners.
Withdrawal or Removal of Our General Partner; Transfer of General Partner Interest
Our general partner does not have the right to withdraw voluntarily as our general partner, and any such withdrawal would be a breach of our
partnership agreement. In addition, our partnership agreement does not permit our general partner to sell or otherwise transfer its general partner interest
in us to another person, except a wholly owned subsidiary of the partnership, without the consent of a supermajority vote of the unitholders.
Change of Management Provisions
Our partnership agreement contains specific provisions that are intended to discourage a person or group from attempting to change our
management. If any person or group (other than the limited partners of Black Stone Minerals Company, L.P. prior to the IPO; their transferees; persons
who acquired their units with the prior approval of the board of directors of our general partner; holders of Series B cumulative convertible preferred
units in connection with any vote, consent, or approval of the Series B cumulative convertible preferred units as a separate class; and persons who own
15% or more of any class as a result of any redemption or purchase of any other person’s units or similar action by us or any conversion of the Series B
cumulative convertible preferred units at our option) acquires beneficial ownership of 15% or more of any class of units, that person or group loses
voting rights on all of its units. Furthermore, a person or group must own at least 10% of our outstanding units (on a fully diluted basis) to nominate
persons for election to our board of directors. Please read “—Meetings; Voting.”
Ineligible Holders; Redemption
Under our partnership agreement, an “Ineligible Holder” is a limited partner, or type of limited partner, whose, or whose owners’, in the
determination of our general partner with the advice of counsel (a) U.S. federal income tax status creates or is reasonably likely to create a material
adverse effect on the rates chargeable to our customers by us or (b) nationality, citizenship or other related status would create or is reasonably likely to
create a substantial risk of cancellation or forfeiture of any property in which we have an interest. Our general partner may change its determination of
what types of unitholders are considered Eligible Holders and Ineligible Holders at any time.
If at any time our general partner determines, with the advice of counsel, that one or more limited partners are Ineligible Holders, then our general
partner may adopt such amendments to our partnership agreement as it determines necessary or advisable to request any limited partner to furnish to our
general partner an executed certification or other information about its federal income tax status and/or nationality, citizenship, or related status. If a
limited partner fails to furnish such certification or other requested information within 30 days (or such other period as our general partner may
determine) after a request for such certification or other information, or our general partner determines after receipt of the information that the limited
partner is an Ineligible Holder, the limited partner may be treated as an Ineligible Holder. An Ineligible Holder does not have the right to direct the
voting of its units and may not receive distributions in kind upon our liquidation.
Furthermore, we have the right to redeem all of the common and subordinated units of any holder that our general partner concludes is an
Ineligible Holder or fails to furnish the information requested by our general partner. The redemption price in the event of such redemption for each unit
held by such unitholder will be the current market price of such unit (the date of determination of which shall be the date fixed for redemption). The
redemption price will be paid, as determined by our general partner, in cash or by delivery of a promissory note. Any such promissory note will bear
interest at the rate of 8% annually and be payable in three equal annual installments of principal and accrued interest, commencing one year after the
redemption date.
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These provisions do not apply to our Series B cumulative convertible preferred units.
Transfer of Subordinated Units
By transfer of subordinated units in accordance with our partnership agreement, each transferee of subordinated units will be admitted as a limited
partner with respect to the subordinated units transferred when such transfer and admission is reflected in our books and records. Each transferee:
•

represents that the transferee has the capacity, power and authority to become bound by our partnership agreement;

•

automatically becomes bound by the terms and conditions of our partnership agreement; and

•

gives the consents, waivers, and approvals contained in our partnership agreement, such as the approval of all transactions and agreements
we are entering into in connection with our formation and our IPO.

Our general partner will cause any transfers to be recorded on our books and records no less frequently than quarterly.
We may, at our discretion, treat the nominee holder of subordinated units as the absolute owner. In that case, the beneficial holder’s rights are
limited solely to those that it has against the nominee holder as a result of any agreement between the beneficial owner and the nominee holder.
Subordinated units are securities and any transfers are subject to the laws governing transfer of securities. In addition to other rights acquired upon
transfer, the transferor gives the transferee the right to become a limited partner for the transferred subordinated units.
Until a subordinated unit has been transferred on our books, we and the transfer agent may treat the record holder of the unit or right as the
absolute owner for all purposes, except as otherwise required by law or stock exchange regulations.
Limited Call Right
If at any time prior to the end of the subordination period we own more than 80% of the total number of common units outstanding at any one
point in time, we will have the right to acquire all, but not less than all, of the common units as of a record date to be selected by our general partner, on
at least 10, but not more than 60, days’ notice. The purchase price in the event of this purchase is the greater of:
•

the highest price paid by us for any limited partner interests of the common units purchased within the 90 days preceding the date on which
our general partner first mails notice of its election to purchase the common units; and

•

the average of the daily closing prices of the common units over the 20 trading days preceding the date that is three days before the date the
notice is mailed.

As a result of our right to purchase outstanding limited partner interests, a holder of common units may have his common units purchased at an
undesirable time or at a price that may be lower than market prices at various times prior to such purchase or lower than a unitholder may anticipate the
market price to be in the future. The tax consequences to a unitholder of the exercise of this call right are the same as a sale by that unitholder of his
common units in the market. Please read “Material U.S. Federal Income Tax Consequences—Disposition of Units.”
This limited call right is not exercisable as long any of our preferred units are outstanding, or at any time after the subordination period has ended.
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Status as Limited Partner
By transfer of common units in accordance with our partnership agreement, each transferee of common units shall be admitted as a limited partner
with respect to the common units transferred when such transfer and admission are reflected in our books and records. Except as described under “—
Limited Liability,” the common units will be fully paid, and unitholders will not be required to make additional contributions.
Indemnification
Under our partnership agreement, in most circumstances, we will indemnify the following persons:
•

any person who is or was an affiliate of our general partner;

•

any person who is or was a manager, managing member, general partner, director, officer, fiduciary, or trustee of our partnership, our
subsidiaries, our general partner, or any of their affiliates;

•

any person who is or was serving as a manager, managing member, general partner, director, officer, employee, agent, fiduciary, or trustee of
another person owing a fiduciary duty to us or our subsidiaries; and

•

any person designated by our general partner.

Any indemnification under these provisions will only be out of our assets. We may purchase insurance against liabilities asserted against and
expenses incurred by persons for our activities, regardless of whether we would have the power to indemnify the person against liabilities under our
partnership agreement.
Books and Reports
Our general partner is required to keep appropriate books of our business at our principal offices. These books will be maintained for both tax and
financial reporting purposes on an accrual basis. For tax and fiscal reporting purposes, our fiscal year is the calendar year.
We will furnish or make available to record holders of our common units, as soon as practicable but in no event later than 105 days after the close
of each fiscal year, an annual report containing audited consolidated financial statements and a report on those consolidated financial statements by our
independent registered public accounting firm. Except for our fourth quarter, we will also furnish or make available a report containing unaudited
financial statements as soon as practicable but in no event later than 50 days after the close of each quarter. We will be deemed to have made any such
report available if we file such report with the SEC on EDGAR or make the report available on a publicly available website that we maintain.
We will furnish each record holder with information reasonably required for federal and state tax reporting purposes within 90 days after the close
of each calendar year. This information is expected to be furnished in summary form so that some complex calculations normally required of partners
can be avoided. Our ability to furnish this summary information to our unitholders will depend on their cooperation in supplying us with specific
information. Every unitholder will receive information to assist him in determining his federal and state tax liability and in filing his federal and state
income tax returns, regardless of whether he supplies us with the necessary information.
Right to Inspect Our Books and Records
Our partnership agreement provides that a limited partner can, for a purpose reasonably related (as determined by our general partner) to his
interest as a limited partner, upon reasonable written demand stating the purpose of the demand and at his own expense, have furnished to him:
•

a current list of the name and last known address of each record holder;
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•

copies of our partnership agreement, our certificate of limited partnership, related amendments, and powers of attorney under which they
have been executed; and

•

such other information regarding our affairs as our general partner determines is just and reasonable.

Under our partnership agreement, however, each of our limited partners and other persons who acquire interests in our partnership interests, do not
have rights to receive information from us or any of the persons we indemnify as described above under “—Indemnification” for the purpose of
determining whether to pursue litigation or assist in pending litigation against us or those indemnified persons relating to our affairs, except pursuant to
the applicable rules of discovery relating to the litigation commenced by the person seeking information.
Our general partner may, and intends to, keep confidential from the limited partners trade secrets or other information the disclosure of which our
general partner determines is not in our best interests or that we are required by law or by agreements with third parties to keep confidential. Our
partnership agreement limits the rights to information that a limited partner would otherwise have under Delaware law.
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FIDUCIARY DUTIES
The Delaware Act provides that Delaware limited partnerships may, in their partnership agreements, expand, restrict, or eliminate the fiduciary
duties otherwise owed by the general partner and the directors and executive officers of the general partner to the partnership and its partners. Our
partnership agreement contains provisions that eliminate the fiduciary duties to which our general partner and the directors and executive officers of our
general partner would otherwise be held by state fiduciary duty law and imposes contractual standards that our general partner and its directors and
executive officers must follow. Our partnership agreement also specifically restricts the situations in which remedies may be available to our unitholders
for actions taken that might constitute breaches of duty under applicable Delaware law and breaches of the contractual obligations in our partnership
agreement.
When our general partner and the directors and executive officers of our general partner act, it and they must act in “good faith,” meaning it and
they must not act in a manner that it and they subjectively believe is adverse to our interest. This duty to act in good faith is the default standard set forth
under our partnership agreement, and our general partner and the directors and executive officers of our general partner will not be subject to any higher
standard under the partnership agreement or law or equity.
When the directors and executive officers of our general partner cause our general partner to manage and operate our business, the directors and
executive officers must cause our general partner to act in a manner consistent with our general partner’s applicable duties and contractual standards.
Therefore, where the directors and executive officers of our general partner are causing our general partner to act, the directors and executive officers
must cause the general partner to act in good faith, meaning they cannot cause the general partner to take an action that they subjectively believe is
adverse to our interest. However, the directors of our general partner may determine, in their discretion and free of any duty or obligation (including the
obligation to act in good faith), whether to submit a determination to the conflicts committee for review or to seek approval by the unitholders, as
described below.
Duties owed by our general partner and the directors and executive officers of our general partner to the partnership and to the unitholders are
prescribed by law and in our partnership agreement. The Delaware Act provides that Delaware limited partnerships may, in their partnership agreements,
expand, restrict, or eliminate the fiduciary duties that otherwise may be owed by the general partner and the directors and executive officers of our
general partner to the partnership and its partners.
Our partnership agreement contains various provisions eliminating the fiduciary duties that might otherwise be owed by our general partner and
the directors and executive officers of our general partner and imposing contractual standards that our general partner and its directors and executive
officers must follow. We have adopted these provisions to allow our general partner and its directors and executive officers to manage and operate our
business with greater flexibility and to subject the actions and determinations of our general partner and its directors and executive officers to lesser
legal or judicial scrutiny than would be the case if state law fiduciary standards were applicable. Without these modifications, our general partner’s and
the directors’ and officers’ of our general partner ability to make decisions—and, in particular, decisions involving conflicts of interest—may be
restricted. The modifications to the fiduciary standards benefit our general partner and the directors and executive officers of our general partner by
providing greater flexibility and enabling them to take into consideration all factors and interests of various parties while still imposing a duty to manage
our partnership in good faith. These modifications also strengthen the ability of our general partner to attract and retain experienced and capable
directors and executive officers.
These modifications may represent a detriment to our public unitholders because they restrict the remedies available to our public unitholders for
actions that, without those limitations, might constitute breaches of fiduciary duty, as described below.
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The following is a summary of:
•

the default fiduciary duties under Delaware law;

•

the contractual standards contained in our partnership agreement that replace the default fiduciary duties; and

•

certain rights and remedies of limited partners contained in the Delaware Act.

Default state law fiduciary duty standards

Fiduciary duties are generally considered to include a duty of care and a duty of loyalty. The
duty of care, in the absence of a provision in a partnership agreement providing otherwise,
would generally require a general partner to act and make decisions in an informed and
deliberate manner after availing itself of all reasonably available material information. The
duty of loyalty, in the absence of a provision in a partnership agreement providing otherwise,
would generally require a general partner to make decisions based on the best interests of the
partnership and its partners, and not for personal or other reasons. A general partner would
generally satisfy the duty of loyalty when it is in a position to base its decision on the merits of
the issue rather than being governed by extraneous considerations or influences. In the
absence of a provision in a partnership agreement providing otherwise, where a general
partner has a material conflict of interest with the partnership and/or the partners with respect
to a potential transaction or determination, the duty of loyalty would generally require that any
such action taken or determination made be entirely fair to the partnership and the partners and
the general partner would typically have the burden of proving the action or transaction is
entirely fair.

Partnership agreement modified standards

Our partnership agreement contains provisions that eliminate state law fiduciary duties and
replace these duties with a contractually defined standard of “good faith.” For example, our
partnership agreement provides that when our general partner is acting it must act in “good
faith,” meaning that it believes its actions or omissions are not adverse to the interests of the
partnership, and will not be subject to any other standard. The contractual standards set forth
in the partnership agreement replace the obligations to which our general partner would
otherwise be held.
With respect to matters involving a conflict of interest, our general partner and its directors
and officers are permitted in their sole discretion and free of any duty or obligation (including
the obligation to act in good faith) to determine whether or not to submit these matters for
approval by the conflicts committee of the board of directors of our general partner or our
common unitholders. If our general partner or its directors or officers in their sole discretion
determines not to submit a conflict of interest transaction for approval either by the conflicts
committee or our common unitholders, and instead the board of directors of our general
partner approves the resolution or course of action taken with respect to the conflict of
interest, then it will be presumed that, in making its decision, the
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general partner and the board, which may include board members affected by the conflict of
interest, acted in good faith, and in any proceeding brought by or on behalf of any limited
partner or the partnership, the person bringing or prosecuting the proceeding will have the
burden of overcoming such presumption and proving that the decision was not in good faith.
These standards replace the obligations and presumptions to which our general partner would
otherwise be held.
Default State Law rights and remedies of limited partners The Delaware Act generally provides that a limited partner may institute legal action on behalf
of the partnership to recover damages from a person where a general partner has refused to
institute the action or where an effort to cause a general partner to do so is not likely to
succeed. These actions include actions against a general partner for breach of its duties or of
our partnership agreement. In addition, the statutory or case law of some jurisdictions may
permit a limited partner to institute legal action on behalf of himself and all other similarly
situated limited partners to recover damages from a general partner for violations of its
fiduciary duties to the limited partners.
Partnership agreement modified standards

The Delaware Act provides that, unless otherwise provided in a partnership agreement, a
partner or other person shall not be liable to a limited partnership or to another partner or to
another person that is a party to or is otherwise bound by a partnership agreement for breach
of fiduciary duty for the partner’s or other person’s good faith reliance on the provisions of the
partnership agreement. Under our partnership agreement, to the extent that, at law or in equity
an indemnitee has duties (including fiduciary duties) and liabilities relating thereto to us or to
our partners, our general partner and any other indemnitee acting in connection with our
business or affairs shall not be liable to us or to any partner for its reliance on the provisions of
our partnership agreement. In addition, our partnership agreement provides that our general
partner and its directors and officers will not be liable for monetary damages to us or our
limited partners for any acts or omissions unless there has been a final and non-appealable
judgment entered by a court of competent jurisdiction determining that the general partner or
those other persons acted in bad faith or engaged in willful misconduct or fraud or, with
respect to any criminal conduct, with the knowledge that its conduct was unlawful.

By purchasing our common units, each common unitholder automatically agrees to be bound by the provisions in our partnership agreement,
including the provisions discussed above. This is in accordance with the policy of the Delaware Act favoring the principle of freedom of contract and
the enforceability of partnership agreements. The failure of a limited partner to sign a partnership agreement does not render the partnership agreement
unenforceable against that person.
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MATERIAL U.S. FEDERAL INCOME TAX CONSEQUENCES
This section summarizes the material U.S. federal income tax consequences that may be relevant to prospective unitholders and is based upon
current provisions of the Internal Revenue Code of 1986, as amended (the “Code”), existing and proposed Treasury regulations thereunder (the
“Treasury Regulations”), and current administrative rulings and court decisions, all of which are subject to change. Changes in these authorities may
cause the federal income tax consequences to a prospective unitholder to vary substantially from those described below, possibly on a retroactive basis.
Unless the context otherwise requires, references in this section to “we,” “us” or “the partnership” are references to Black Stone Minerals, L.P. and its
subsidiaries.
Legal conclusions contained in this section, unless otherwise noted, are the opinion of Vinson & Elkins L.L.P insofar as they relate to matters of
U.S. federal income tax law, and are based on the accuracy of representations made by us to them for this purpose. However, this section does not
address all federal income tax matters that affect us or our unitholders and does not describe the application of the alternative minimum tax that may be
applicable to certain unitholders. Furthermore, this section focuses on unitholders who are individual citizens or residents of the United States (for
federal income tax purposes), who have the U.S. dollar as their functional currency, who use the calendar year as their taxable year, and who hold such
common units as capital assets (generally, property that is held for investment). This section has limited applicability to corporations (including entities
treated as corporations for federal income tax purposes), partnerships (including entities treated as partnerships for federal income tax purposes), estates,
trusts, non-resident aliens or other unitholders subject to specialized tax treatment, such as tax-exempt entities, non-U.S. unitholders (as defined below),
individual retirement accounts (“IRAs”), employee benefit plans, real estate investment trusts or mutual funds. Accordingly, we encourage each
prospective unitholder to consult the prospective unitholder’s own tax advisor in analyzing the federal, state, local and non-U.S. tax consequences
particular to that prospective unitholder resulting from ownership or disposition of our common units and potential changes in applicable tax laws.
We are relying on the opinions and advice of Vinson & Elkins L.L.P. with respect to the matters described herein. An opinion of counsel
represents only that counsel’s best legal judgment and does not bind the Internal Revenue Service (the “IRS”) or a court. Accordingly, the opinions and
statements made herein may not be sustained by a court if contested by the IRS. Any such contest of the matters described herein may materially and
adversely impact the market for our common units and the prices at which our common units trade. In addition, our costs of any contest with the IRS
will be borne indirectly by our unitholders because the costs will reduce our cash available for distribution. Furthermore, the tax consequences of an
investment in us may be significantly modified by future legislative or administrative changes or court decisions, which may be retroactively applied.
For the reasons described below, Vinson & Elkins L.L.P. has not rendered an opinion with respect to the following federal income tax issues:
(i) the treatment of a unitholder whose common units are the subject of a securities loan (e.g., a loan to a short seller to cover a short sale of common
units) (please read “—Tax Consequences of Common Unit Ownership—Treatment of Securities Loans”); (ii) whether our monthly convention for
allocating taxable income and losses is permitted by existing Treasury Regulations (please read “—Disposition of Common Units—Allocations
Between Transferors and Transferees”); and (iii) whether our method for taking into account Section 743 adjustments is sustainable in certain cases
(please read “—Tax Consequences of Common Unit Ownership—Section 754 Election” and “—Uniformity of Common Units”).
Taxation of the Partnership
Partnership Status
We are treated as a partnership for U.S. federal income tax purposes and, therefore, generally are not liable for entity-level federal income taxes.
Instead, as described below, each of our unitholders will take into account its respective share of our items of income, gain, loss, and deduction in
computing its federal income tax liability as if the unitholder had earned such income directly, even if we make no cash distributions to the unitholder.
37

Table of Contents

Section 7704 of the Code generally provides that publicly traded partnerships will be treated as corporations for federal income tax purposes.
However, if 90% or more of a partnership’s gross income for every taxable year it is publicly traded consists of “qualifying income,” the partnership
may continue to be treated as a partnership for federal income tax purposes (the “Qualifying Income Exception”). Qualifying income includes income
and gains derived from the exploration, production, and marketing of certain natural resources, including oil, natural gas, and products thereof, as well
as other types of income such as interest (other than from a financial business) and dividends. We estimate that less than 2.0% of our current gross
income is not qualifying income; however, this estimate could change from time to time.
Based upon factual representations made by us and our general partner, Vinson & Elkins L.L.P. is of the opinion that we will be treated as a
partnership and our direct and indirect partnership and limited liability company subsidiaries (other than our general partner) will be disregarded as
separate from us or treated as partnerships for federal income tax purposes. The representations made by us and our general partner upon which
Vinson & Elkins L.L.P. has relied in rendering its opinion include, without limitation:
(a)

Neither we nor any of our partnership or limited liability company subsidiaries (other than our general partner and Black Stone Natural
Resources, L.L.C.) has elected to be treated as a corporation for federal income tax purposes; and

(b)

For each taxable year since and including the year of our initial public offering, more than 90% of our gross income has been and will be
income of a character that Vinson & Elkins L.L.P. has opined is “qualifying income” within the meaning of Section 7704(d) of the Code.

We believe that these representations are true and will be true in the future.
If we fail to meet the Qualifying Income Exception, other than a failure that is determined by the IRS to be inadvertent and that is cured within a
reasonable time after discovery (in which case the IRS may also require us to make adjustments with respect to our unitholders or pay other amounts),
we will be treated as transferring all of our assets, subject to liabilities, to a newly formed corporation, on the first day of the year in which we fail to
meet the Qualifying Income Exception, in return for stock in that corporation and then as distributing that stock to our unitholders in liquidation. This
deemed contribution and liquidation should not result in the recognition of taxable income by our unitholders or us so long as our liabilities do not
exceed the adjusted tax basis of our assets. Thereafter, we would be treated as an association taxable as a corporation for federal income tax purposes.
The present federal income tax treatment of publicly traded partnerships, including us, or an investment in our common units may be modified by
administrative or legislative action, or judicial interpretation at any time. For example, from time to time, members of U.S. Congress propose and
consider similar substantive changes to the existing federal income tax laws that would affect publicly traded partnerships, including a current legislative
proposal introduced in May 2019 that would eliminate the applicability, as it relates to fossil fuels, of the Qualifying Income Exception to the treatment
of all publicly traded partnerships as corporations upon which we rely for our treatment as a partnership for U.S. federal income tax purposes. In
addition, the Treasury Department has issued, and in the future may issue, regulations interpreting those laws that affect publicly traded partnerships.
There can be no assurance that such legislative proposals will not be enacted or that there will not be further changes to federal income tax laws or the
Treasury Department’s interpretation of the Qualifying Income Exception in a manner that could impact our ability to qualify as a partnership in the
future.
It is possible that a change in law could affect us and may be applied retroactively and could make it more difficult or impossible for us to meet
the Qualifying Income Exception. Any change in law could negatively impact the value of an investment in our common units. We are unable to predict
whether any changes or other proposals will ultimately be enacted or adopted. You are urged to consult with your own tax advisor with respect to the
status of regulatory or administrative developments and proposals and their potential effect on your investment in our common units.
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If for any reason we are taxable as a corporation in any taxable year, our items of income, gain, loss, and deduction would be taken into account
by us in determining the amount of our liability for federal income tax, rather than being passed through to our unitholders. Any distribution made to a
unitholder at a time we are treated as a corporation would be (i) a taxable dividend to the extent of our current or accumulated earnings and profits, then
(ii) a nontaxable return of capital to the extent of the unitholder’s adjusted tax basis in its units, and thereafter (iii) taxable capital gain. In addition,
changes in current state law may subject us to additional entity-level taxation by individual states. Because of widespread state budget deficits and other
reasons, several states are evaluating ways to subject partnerships to entity-level taxation through the imposition of state income, franchise, and other
forms of taxation. Therefore, treatment of us as a corporation or the assessment of a material amount of entity-level taxation would result in a material
reduction in the anticipated cash generated from operations and after-tax return to the unitholders, likely causing a substantial reduction in the value of
our common units.
The remainder of this discussion is based on the opinion of Vinson & Elkins L.L.P. that we will be treated as a partnership for federal income tax
purposes.
Tax Consequences of Common Unit Ownership
Limited Partner Status
Unitholders who are admitted as limited partners of the partnership, as well as unitholders whose common units are held in street name or by a
nominee and who have the right to direct the nominee in the exercise of all substantive rights attendant to the ownership of units, are treated as partners
of the partnership for federal income tax purposes. For a discussion related to the risks of losing partner status as a result of securities loans, please read
“—Tax Consequences of Common Unit Ownership—Treatment of Securities Loans.” Unitholders who are not treated as partners in us as described
above are urged to consult their own tax advisors with respect to the tax consequences applicable to them under their particular circumstances.
Flow-Through of Taxable Income
Subject to the discussion below under “—Entity-Level Collections of Unitholder Taxes” and “—Administrative Matters—Information Returns
and Audit Procedures,” with respect to payments we may be required to make on behalf of our unitholders, we will not pay any federal income tax.
Rather, each unitholder is required to report on its federal income tax return each year its share of our income, gains, losses, and deductions for our
taxable year or years ending with or within its taxable year. Consequently, we may allocate income to a unitholder even if that unitholder has not
received a cash distribution.
Basis of Common Units
A unitholder’s adjusted tax basis in its common units initially will be the amount paid for those common units increased by the unitholder’s initial
allocable share of our liabilities. That basis generally will be (i) increased by the unitholder’s share of our income and by any increases in such
unitholder’s share of our liabilities, and (ii) decreased, but not below zero, by the amount of all distributions to the unitholder, the unitholder’s share of
our losses, and any decreases in the unitholder’s share of our liabilities. The IRS has ruled that a partner who acquires interests in a partnership in
separate transactions must combine those interests and maintain a single adjusted tax basis for all of those interests.
Treatment of Distributions
Distributions made by us to a unitholder generally will not be taxable to the unitholder unless such distributions exceed the unitholder’s adjusted
tax basis in its common units, in which case the unitholder generally will recognize gain taxable in the manner described below under “—Disposition of
Common Units.”
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Any reduction in a unitholder’s share of our “nonrecourse liabilities” (liabilities for which no partner bears the economic risk of loss) will be
treated as a distribution by us of cash to that unitholder. A decrease in a unitholder’s percentage interest in us because of our issuance of additional
common units may decrease the unitholder’s share of our nonrecourse liabilities. For purposes of the foregoing, a unitholder’s share of our nonrecourse
liabilities generally will be based upon that unitholder’s share of the unrealized appreciation (or depreciation) in our assets, to the extent thereof, with
any excess nonrecourse liabilities allocated based on the unitholder’s share of our profits. Please read “— Disposition of Common Units.”
A non-pro rata distribution of money or property (including a deemed distribution as a result of the reallocation of our nonrecourse liabilities
described above) may cause a unitholder to recognize ordinary income, if the distribution reduces the unitholder’s share of our “unrealized receivables,”
including depreciation and depletion recapture and substantially appreciated “inventory items,” both as defined in Section 751 of the Code (“Section 751
Assets”). To the extent of such reduction, the unitholder would be deemed to receive its proportionate share of the Section 751 Assets and exchange
such assets with us in return for a portion of the non-pro rata distribution. This deemed exchange generally will result in the unitholder’s recognition of
ordinary income in an amount equal to the excess of (1) the non-pro rata portion of that distribution over (2) the unitholder’s adjusted tax basis
(generally zero) in the Section 751 Assets deemed to be relinquished in the exchange.
Limitations on Deductibility of Losses
A unitholder may not be entitled to deduct the full amount of loss we allocate to it because its share of our losses will be limited to the lesser of
(i) the unitholder’s adjusted tax basis in its common units, and (ii) in the case of a unitholder that is an individual, estate, trust, or certain types of closely
held corporations, the amount for which the unitholder is considered to be “at risk” with respect to our activities. In general, a unitholder will be at risk
to the extent of its adjusted tax basis in its common units, reduced by (1) any portion of that basis attributable to the unitholder’s share of our
nonrecourse liabilities, (2) any portion of that basis representing amounts otherwise protected against loss because of a guarantee, stop loss agreement or
similar arrangement, and (3) any amount of money the unitholder borrows to acquire or hold its common units, if the lender of those borrowed funds
owns an interest in us, is related to another unitholder, or can look only to the common units for repayment. A unitholder subject to the at risk limitation
must recapture losses deducted in previous years to the extent that distributions (including distributions deemed to result from a reduction in a
unitholder’s share of nonrecourse liabilities) cause the unitholder’s at risk amount to be less than zero at the end of any taxable year.
Losses disallowed to a unitholder or recaptured as a result of the basis or at risk limitations will carry forward and will be allowable as a deduction
in a later year to the extent that the unitholder’s adjusted tax basis or at risk amount, whichever is the limiting factor, is subsequently increased. Upon a
taxable disposition of common units, any gain recognized by a unitholder can be offset by losses that were previously suspended by the at risk limitation
but not losses suspended by the basis limitation. Any loss previously suspended by the at risk limitation in excess of that gain can no longer be used, and
will not be available to offset a unitholder’s salary or active business income.
In addition to the basis and at risk limitations, a passive activity loss limitation generally limits the deductibility of losses incurred by individuals,
estates, trusts, some closely held corporations and personal service corporations from “passive activities” (generally, trade or business activities in which
the taxpayer does not materially participate). The passive loss limitations are applied separately with respect to each publicly traded partnership.
Consequently, any passive losses we generate will be available to offset only passive income generated by us. For this purpose, a unitholder’s share of
our royalty income will not be treated as passive income. As a result, our unitholders may receive allocations of taxable income from our royalties that
cannot be offset by deductions from our working interests. Passive losses that exceed a unitholder’s share of passive income we generate may be
deducted in full when the unitholder disposes of all of its common units in a fully taxable transaction with an unrelated party. The passive activity loss
rules generally are applied after other applicable limitations on deductions, including the at risk and basis limitations.
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For taxpayers other than corporations in taxable years beginning after December 31, 2017, and before January 1, 2026, an “excess business loss”
limitation further limits the deductibility of losses by such taxpayers. An excess business loss is the excess (if any) of a taxpayer’s aggregate deductions
for the taxable year that are attributable to the trades or businesses of such taxpayer (determined without regard to the excess business loss limitation)
over the aggregate gross income or gain of such taxpayer for the taxable year that is attributable to such trades or businesses plus a threshold amount.
The threshold amount is equal to $250,000 or $500,000 for taxpayers filing a joint return. Disallowed excess business losses are treated as a net
operating loss carryover to the following tax year. Any losses we generate that are allocated to a unitholder and not otherwise limited by the basis, at
risk, or passive activity loss limitations will be included in the determination of such unitholder’s aggregate trade or business deductions. Consequently,
any losses we generate that are not otherwise limited will only be available to offset a unitholder’s other trade or business income plus an amount of
non-trade or business income equal to the applicable threshold amount. Thus, except to the extent of the threshold amount, our losses that are not
otherwise limited may not offset a unitholder’s non-trade or business income (such as salaries, fees, interest, dividends and capital gains). This excess
business loss limitation will be applied after the passive activity loss limitation.
Limitations on Interest Deductions
In general, we are entitled to a deduction for interest paid or accrued on indebtedness properly allocable to our trade or business during our taxable
year. However, our deduction for this “business interest” is limited to the sum of our business interest income and 30% of our “adjusted taxable
income.” For the purposes of this limitation, our adjusted taxable income is computed without regard to any business interest or business interest
income, and in the case of taxable years beginning before January 1, 2022, any deduction allowable for depreciation, amortization, or depletion. This
limitation is first applied at the partnership level and any deduction for business interest is taken into account in determining our non-separately stated
taxable income or loss. Then, in applying this business interest limitation at the partner level, the adjusted taxable income of each of our unitholders is
determined without regard to such unitholder’s distributive share of any of our items of income, gain, deduction, or loss and is increased by such
unitholder’s distributive share of our excess taxable income, which is generally equal to the excess of 30% of our adjusted taxable income over the
amount of our deduction for business interest for a taxable year.
To the extent our deduction for business interest is not limited, we will allocate the full amount of our deduction for business interest among our
unitholders in accordance with their percentage interests in us. To the extent our deduction for business interest is limited, the amount of any disallowed
deduction for business interest will also be allocated to each unitholder in accordance with their percentage interest in us, but such amount of “excess
business interest” will not be currently deductible. Subject to certain limitations and adjustments to a unitholder’s adjusted basis in its common units,
this excess business interest may be carried forward and deducted by a unitholder in a future taxable year. Further, a unitholder’s adjusted basis in its
common units will generally be increased by the amount of any excess business interest upon a disposition of such common units.
In addition to this limitation on the deductibility of a partnership’s business interest, the deductibility of a non-corporate taxpayer’s “investment
interest expense” generally is limited to the amount of that taxpayer’s “net investment income.” Investment interest expense includes:
•

interest on indebtedness allocable to property held for investment;

•

interest expense allocated against portfolio income; and

•

the portion of interest expense incurred to purchase or carry an interest in a passive activity to the extent allocable against portfolio income.

The computation of a unitholder’s investment interest expense will take into account interest on any margin account borrowing or other loan
incurred to purchase or carry a common unit. Net investment income generally
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includes gross income from property held for investment and amounts treated as portfolio income under the passive loss rules, less deductible expenses,
other than interest, directly connected with the production of investment income. Net investment income does not include qualified dividend income (if
applicable) or gains attributable to the disposition of property held for investment. A unitholder’s share of a publicly traded partnership’s portfolio
income and, according to the IRS, net passive income will be treated as investment income for purposes of the investment interest expense limitation.
Entity-Level Collections of Unitholder Taxes
If we are required or elect under applicable law to pay any federal, state, local, or non-U.S. tax on behalf of any current or former unitholder or our
general partner, we are authorized to treat the payment as a distribution of cash to the relevant unitholder or general partner. Where the tax is payable on
behalf of all unitholders or we cannot determine the specific unitholder on whose behalf the tax is payable, we are authorized to treat the payment as a
distribution to all current unitholders. Payments by us as described above could give rise to an overpayment of tax on behalf of a unitholder, in which
event the unitholder may be entitled to claim a refund of the overpayment amount. Please read “—Administrative Matters—Information Returns and
Audit Procedures.” Unitholders are urged to consult their tax advisors to determine the consequences to them of any tax payment we make on their
behalf.
Allocation of Income, Gain, Loss, and Deduction
Our items of income, gain, loss, and deduction generally are allocated amongst our unitholders in accordance with their percentage interests in us.
At any time that distributions are made to the common units in excess of distributions to the subordinated units, gross income is allocated to the
recipients to the extent of these distributions.
Specified items of our income, gain, loss, and deduction are allocated under Section 704(c) of the Code (or the principles of Section 704(c) of the
Code) to account for any difference between the adjusted tax basis and fair market value of our assets at the time such assets are contributed to us and at
the time of any subsequent offering of our common units (a “Book-Tax Disparity”). As a result, the federal income tax burden associated with any
Book-Tax Disparity immediately prior to an offering generally is borne by our partners holding interests in us prior to the offering. In addition, items of
recapture income are specially allocated to the extent possible to the unitholder who was allocated the deduction giving rise to that recapture income in
order to minimize the recognition of ordinary income by other unitholders.
An allocation of items of our income, gain, loss, or deduction, other than an allocation required by the Code to eliminate a Book-Tax Disparity,
will generally be given effect for federal income tax purposes in determining a partner’s share of an item of income, gain, loss, or deduction only if the
allocation has “substantial economic effect.” In any other case, a partner’s share of an item is determined on the basis of the partner’s interest in us,
which is determined by taking into account all of the facts and circumstances, including (i) the partner’s relative contributions to us, (ii) the interests of
all of the partners in profits and losses, (iii) the interest of all of the partners in cash flow, and (iv) the rights of all of the partners to distributions of
capital upon liquidation. Vinson & Elkins L.L.P. is of the opinion that, with the exception of the issues described in “—Section 754 Election” and “—
Disposition of Common Units—Allocations Between Transferors and Transferees,” allocations of income, gain, loss, or deduction under our partnership
agreement will be given effect for federal income tax purposes.
Treatment of Securities Loans
A unitholder whose common units are the subject of a securities loan (for example, a loan to a “short seller” to cover a short sale of common
units) may be treated as having disposed of those common units. If so, the unitholder would no longer be treated for tax purposes as a partner with
respect to those common units during the
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period of the loan and may recognize gain or loss from the disposition. As a result, during this period (i) any of our income, gain, loss, or deduction
allocated to those common units would not be reportable by the lending unitholder, and (ii) any cash distributions received by the unitholder as to those
common units may be treated as ordinary taxable income.
Due to a lack of controlling authority, Vinson & Elkins L.L.P. has not rendered an opinion regarding the tax treatment of a unitholder that enters
into a securities loan with respect to its common units. Unitholders desiring to assure their status as partners and avoid the risk of income recognition
from a loan of their common units are urged to consult their own tax advisors and to modify any applicable brokerage account agreements to prohibit
their brokers from borrowing and lending their common units. The IRS has announced that it is studying issues relating to the tax treatment of short
sales of partnership interests. Please read “—Disposition of Common Units—Recognition of Gain or Loss.”
Tax Rates
Under current law, the highest marginal federal income tax rates for individuals applicable to ordinary income and long-term capital gains
(generally, gains from the sale or exchange of certain investment assets held for more than one year) are 37% and 20%, respectively. These rates are
subject to change by new legislation at any time.
In addition, a 3.8% net investment income tax applies to certain net investment income earned by individuals, estates, and trusts. For these
purposes, net investment income generally includes a unitholder’s allocable share of our income and gain realized by a unitholder from a sale of
common units. In the case of an individual, the tax will be imposed on the lesser of (i) the unitholder’s net investment income from all investments, or
(ii) the amount by which the unitholder’s modified adjusted gross income exceeds $250,000 (if the unitholder is married and filing jointly or a surviving
spouse), $125,000 (if the unitholder is married filing separately) or $200,000 (if the unitholder is unmarried or in any other case). In the case of an estate
or trust, the tax will be imposed on the lesser of (i) undistributed net investment income, or (ii) the excess adjusted gross income over the dollar amount
at which the highest income tax bracket applicable to an estate or trust begins.
Section 754 Election
We have made the election permitted by Section 754 of the Code that permits us to adjust the tax bases in our assets as to specific purchasers of
our common units under Section 743(b) of the Code. That election is irrevocable without the consent of the IRS. The Section 743(b) adjustment
separately applies to each unitholder who purchases common units from another unitholder based upon the values and bases of our assets at the time of
the relevant purchase, and the adjustment will reflect the purchase price paid. The Section 743(b) adjustment does not apply to a person who purchases
common units directly from us.
Under our partnership agreement, we are authorized to take a position to preserve the uniformity of common units even if that position is not
consistent with applicable Treasury Regulations. A literal application of Treasury Regulations governing a Section 743(b) adjustment attributable to
properties depreciable under Section 167 of the Code may give rise to differences in the taxation of unitholders purchasing common units from us and
unitholders purchasing from other unitholders. If we have any such properties, we intend to adopt methods employed by other publicly traded
partnerships to preserve the uniformity of common units, even if inconsistent with existing Treasury Regulations, and Vinson & Elkins L.L.P. has not
opined on the validity of this approach. Please read “—Uniformity of Common Units.”
The IRS may challenge the positions we adopt with respect to depreciating or amortizing the Section 743(b) adjustment we take to preserve the
uniformity of common units due to lack of controlling authority. Because a unitholder’s adjusted tax basis for its common units is reduced by its share of
our items of deduction or loss, any position we take that understates deductions will overstate a unitholder’s adjusted basis in its common units, and
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may cause the unitholder to understate gain or overstate loss on any sale of such common units. Please read “—Disposition of Common Units—
Recognition of Gain or Loss.” If a challenge to such treatment were sustained, the gain from the sale of common units may be increased without the
benefit of additional deductions.
The calculations involved in the Section 754 election are complex and are made on the basis of assumptions as to the value of our assets and other
matters. The IRS could seek to reallocate some or all of any Section 743(b) adjustment we allocated to our assets subject to depreciation or depletion to
goodwill or nondepreciable assets. Goodwill, as an intangible asset, is generally amortizable over a longer period of time or under a less accelerated
method than our tangible assets. We cannot assure any unitholder that the determinations we make will not be successfully challenged by the IRS or that
the resulting deductions will not be reduced or disallowed altogether. Should the IRS require a different tax basis adjustment to be made, and should, in
our opinion, the expense of compliance exceed the benefit of the election, we may seek permission from the IRS to revoke our Section 754 election. If
permission is granted, a subsequent purchaser of common units may be allocated more income than it would have been allocated had the election not
been revoked.
Tax Treatment of Operations
Accounting Method and Taxable Year
We use the year ending December 31 as our taxable year and the accrual method of accounting for federal income tax purposes. Each unitholder is
required to include in its tax return its share of our income, gain, loss, and deduction for each taxable year ending within or with its taxable year. In
addition, a unitholder who has a taxable year ending on a date other than December 31 and who disposes of all of its common units following the close
of our taxable year but before the close of its taxable year must include its share of our income, gain, loss, and deduction in income for its taxable year,
with the result that it will be required to include in income for its taxable year its share of more than one year of our income, gain, loss, and deduction.
Please read “—Disposition of Common Units—Allocations Between Transferors and Transferees.”
Qualified Business Income Deductions
For taxable years ending on or before December 31, 2025, an individual unitholder is entitled to a deduction equal to 20% of its allocable share of
our “qualified business income.” For purposes of this deduction, our “qualified business income” is equal to the sum of:
•

the net amount of our U.S. items of income, gain, deduction, and loss to the extent such items are included or allowed in the determination
of taxable income for the year, excluding, however, certain specified types of passive investment income (such as capital gains and
dividends) and certain payments made to the unitholder for services rendered to the partnership; and

•

any gain recognized upon a disposition of our common units to the extent such gain is attributable to Section 751 Assets, such as
depreciation recapture and our “inventory items,” and is thus treated as ordinary income under Section 751 of the Code.

Although we expect most of our income to qualify for this deduction, application of these rules to income from mineral interests, such as royalty
income, is not entirely clear. The IRS may challenge our treatment of royalty income as qualifying for the deduction. Although our counsel has advised
us that under current law our royalty income should qualify for the deduction, no assurances can be given that the IRS will not challenge our treatment
of royalty income as qualifying for the deduction.
Depletion Deductions
Subject to the limitations on deductibility of losses discussed above (please read “—Tax Consequences of Common Unit Ownership—Limitations
on Deductibility of Losses”), unitholders will be entitled to deductions
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for the greater of either cost depletion or (if otherwise allowable) percentage depletion with respect to our oil and natural gas interests. Although the
Code requires each unitholder to compute its own depletion allowance and maintain records of its share of the adjusted tax basis of the underlying
property for depletion and other purposes, we intend to furnish each of our unitholders with information relating to this computation for federal income
tax purposes. Each unitholder, however, remains responsible for calculating its own depletion allowance and maintaining records of its share of the
adjusted tax basis of the underlying property for depletion and other purposes.
Percentage depletion is generally available with respect to unitholders who qualify under the independent producer exemption contained in
Section 613A(c) of the Code. For this purpose, an independent producer is a person not directly or indirectly involved in the retail sale of oil, natural
gas, or derivative products or the operation of a major refinery. Percentage depletion is calculated as an amount generally equal to 15% (and, in the case
of marginal production, potentially a higher percentage) of the unitholder’s gross income from the depletable property for the taxable year. The
percentage depletion deduction with respect to any property is limited to 100% of the taxable income of the unitholder from the property for each
taxable year, computed without the depletion allowance. A unitholder that qualifies as an independent producer may deduct percentage depletion only to
the extent the unitholder’s average daily production of domestic oil, or the natural gas equivalent, does not exceed 1,000 barrels. This depletable amount
may be allocated between oil and natural gas production, with 6,000 cubic feet of domestic natural gas production regarded as equivalent to one barrel
of oil. The 1,000-barrel limitation must be allocated among the independent producer and controlled or related persons and family members in
proportion to the respective production by these persons during the period in question.
In addition to the foregoing limitations, the percentage depletion deduction otherwise available is limited to 65% of a unitholder’s total taxable
income from all sources for the year, computed without the depletion allowance, net operating loss carrybacks, or capital loss carrybacks. Any
percentage depletion deduction disallowed because of the 65% limitation may be deducted in the following taxable year if the percentage depletion
deduction for the year plus the deduction carryover does not exceed 65% of the unitholder’s total taxable income for that year. The carryover period
resulting from the 65% net income limitation is unlimited.
Unitholders that do not qualify under the independent producer exemption are generally restricted to depletion deductions based on cost depletion.
Cost depletion deductions are calculated by (i) dividing the unitholder’s share of the adjusted tax basis in the underlying mineral-property by the number
of mineral units (barrels of oil and Mcf of natural gas) remaining as of the beginning of the taxable year and (ii) multiplying the result by the number of
mineral units sold within the taxable year. The total amount of deductions based on cost depletion cannot exceed the unitholder’s share of the total
adjusted tax basis in the property.
All or a portion of any gain recognized by a unitholder as a result of either the disposition by us of some or all of our oil and natural gas interests
or the disposition by the unitholder of some or all of its units may be taxed as ordinary income to the extent of recapture of depletion deductions, except
for percentage depletion deductions in excess of the adjusted tax basis of the property. The amount of the recapture is generally limited to the amount of
gain recognized on the disposition.
The foregoing discussion of depletion deductions does not purport to be a complete analysis of the complex legislation and Treasury Regulations
relating to the availability and calculation of depletion deductions by the unitholders. Further, because depletion is required to be computed separately
by each unitholder and not by us, no assurance can be given, and counsel is unable to express any opinion, with respect to the availability or extent of
percentage depletion deductions to the unitholders for any taxable year. We encourage each prospective unitholder to consult its tax advisor to determine
whether percentage depletion would be available to the unitholder.
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Recent Legislative Developments
In May 2019, legislation was proposed that would, if enacted into law, make significant changes to tax laws, including to certain key federal
income tax provisions currently available to oil and gas companies. Such legislative changes include, but are not limited to: (i) the repeal of the
percentage depletion allowance for oil and natural gas properties; (ii) the elimination of current deductions for intangible drilling and development costs;
(iii) the elimination of the deduction for certain domestic production activities; (iv) the elimination of the amortization period for certain geological and
geophysical expenditures; and (v) the repeal, as it relates to fossil fuels, of the Qualifying Income Exception to the treatment of all publicly traded
partnerships as corporations upon which we rely for our treatment as a partnership for U.S. federal income tax purposes. Moreover, other more general
features of tax reform legislation, including changes to cost recovery rules and to the deductibility of interest expense, may be developed that also would
change the taxation of oil and gas companies.
It is unclear whether these or similar changes will be enacted and, if enacted, how soon any such changes could take effect. The passage of any
legislation as a result of these proposals or any similar changes in U.S. federal income tax laws could eliminate or postpone certain tax deductions that
are currently available with respect to oil and natural gas exploration and development. Any such change could also increase the taxable income
allocable to our unitholders and negatively impact the value of an investment in our common units or result in the partnership being treated as a
corporation for U.S. federal income tax purposes.
Tax Basis, Depreciation and Amortization
The adjusted tax bases of our assets will be used for purposes of computing depreciation and cost recovery deductions, if any, and, ultimately, gain
or loss on the disposition of those assets. If we dispose of depreciable or depletable property by sale, foreclosure, or otherwise, all or a portion of any
gain, determined by reference to the amount of depreciation and depletion deductions previously taken, may be subject to the recapture rules and taxed
as ordinary income rather than capital gain. Similarly, a unitholder who has taken cost recovery or depreciation deductions with respect to property we
own will likely be required to recapture some or all of those deductions as ordinary income upon a sale of its interest in us. Please read “—Tax
Consequences of Common Unit Ownership—Allocation of Income, Gain, Loss, and Deduction.”
The costs we incur in offering and selling our common units (called “syndication expenses”) must be capitalized and cannot be deducted currently,
ratably or upon our termination. While there are uncertainties regarding the classification of costs as organization expenses, which may be amortized by
us, or as syndication expenses, which may not be amortized by us, any underwriting discounts we incur will be treated as syndication expenses. Please
read “—Disposition of Common Units—Recognition of Gain or Loss.”
We are allowed a first-year bonus depreciation deduction equal to 100% of the adjusted basis of certain depreciable property acquired and placed
in service after September 27, 2017 and before January 1, 2023, though the partnership does not expect to generate a substantial amount of such bonus
depreciation deductions. For property placed in service during subsequent years, the deduction is phased down by 20% per year until December 31,
2026. This depreciation deduction applies to both new and used property. However, use of the deduction with respect to used property is subject to
certain anti-abuse restrictions, including the requirement that the property be acquired from an unrelated party. We can elect to forgo the depreciation
bonus and use the alternative depreciation system for any class of property for a taxable year.
Valuation and Tax Basis of Our Properties
The federal income tax consequences of the ownership and disposition of common units will depend in part on our estimates of the relative fair
market values and the adjusted tax bases of our assets. Although we may from time to time consult with professional appraisers regarding valuation
matters, we will make many of the relative fair market value estimates ourselves. These estimates and determinations of adjusted tax basis are
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subject to challenge and will not be binding on the IRS or the courts. If the estimates of fair market value or basis are later found to be incorrect, the
character and amount of items of income, gain, loss, or deduction previously reported by unitholders could change, and unitholders could be required to
adjust their tax liability for prior years and incur interest and penalties with respect to those adjustments.
Disposition of Common Units
Recognition of Gain or Loss
A unitholder will be required to recognize gain or loss on a sale or exchange of common units equal to the difference between the unitholder’s
amount realized and adjusted tax basis in the common units sold (taking into account any basis adjustments attributable to previously disallowed interest
deductions). A unitholder’s amount realized generally will equal the sum of the cash and the fair market value of other property it receives plus its share
of our nonrecourse liabilities with respect to the common units sold or exchanged. Because the amount realized includes a unitholder’s share of our
nonrecourse liabilities, the gain recognized on the sale or exchange of common units could result in a tax liability in excess of any cash received from
the sale.
Except as noted below, gain or loss recognized by a unitholder on the sale or exchange of a common unit held for more than one year generally
will be taxable as long-term capital gain or loss. However, gain or loss recognized on the disposition of common units will be separately computed and
taxed as ordinary income or loss under Section 751 of the Code to the extent attributable to Section 751 Assets, such as depreciation or depletion
recapture and our “inventory items,” regardless of whether an inventory item has substantially appreciated in value. Ordinary income attributable to
Section 751 Assets may exceed net taxable gain realized on the sale or exchange of a common unit and may be recognized even if there is a net taxable
loss realized on the sale of a unit. Thus, a unitholder may recognize both ordinary income and capital gain or loss upon a sale or exchange of common
units. Net capital loss may offset capital gains and, in the case of individuals, up to $3,000 of ordinary income per year.
For purposes of calculating gain or loss on the sale or exchange of common units, the unitholder’s adjusted tax basis will be adjusted by its
allocable share of our income or loss in respect of its common units for the year of the sale or exchange. Furthermore, as described above, the IRS has
ruled that a partner who acquires interests in a partnership in separate transactions must combine those interests and maintain a single adjusted tax basis
for all of those interests. Upon a sale or other disposition of less than all of those interests, a portion of that adjusted tax basis must be allocated to the
interests sold using an “equitable apportionment” method, which generally means that the adjusted tax basis allocated to the interest sold equals an
amount that bears the same relation to the partner’s adjusted tax basis in its entire interest in the partnership as the value of the interest sold bears to the
value of the partner’s entire interest in the partnership.
Treasury Regulations under Section 1223 of the Code allow a selling unitholder who can identify common units transferred with an ascertainable
holding period to elect to use the actual holding period of the common units transferred. Thus, according to the ruling discussed in the paragraph above,
a unitholder will be unable to select high or low basis common units to sell or exchange as would be the case with corporate stock, but, according to the
Treasury Regulations, it may designate specific common units sold or exchanged for purposes of determining the holding period of the common units
transferred. A unitholder electing to use the actual holding period of common units transferred must consistently use that identification method for all
subsequent sales or exchanges of our common units. A unitholder considering the purchase of additional common units, or a sale or exchange of
common units purchased in separate transactions, is urged to consult its tax advisor as to the possible consequences of this ruling and application of the
Treasury Regulations.
Specific provisions of the Code affect the taxation of some financial products and securities, including partnership interests, by treating a taxpayer
as having sold an “appreciated” financial position, including a
47

Table of Contents

partnership interest with respect to which gain would be recognized if it were sold, assigned, or terminated at its fair market value, in the event the
taxpayer or a related person enters into:
•

a short sale;

•

an offsetting notional principal contract; or

•

a futures or forward contract with respect to the partnership interest or substantially identical property.

Moreover, if a taxpayer has previously entered into a short sale, an offsetting notional principal contract or a futures or forward contract with
respect to the partnership interest, the taxpayer will be treated as having sold that position if the taxpayer or a related person then acquires the
partnership interest or substantially identical property. The Secretary of the Treasury is authorized to issue Treasury Regulations that treat a taxpayer that
enters into transactions or positions that have substantially the same effect as the preceding transactions as having constructively sold the financial
position. Please read “—Tax Consequences of Common Unit Ownership—Treatment of Securities Loans.”
Allocations Between Transferors and Transferees
In general, our taxable income or loss is determined annually, is prorated on a monthly basis and is subsequently apportioned among the
unitholders in proportion to the number of common units owned by each of them as of the opening of the applicable exchange on the first business day
of the month (the “Allocation Date”). However, (i) certain deductions for depreciation of capital additions, (ii) gain or loss realized on a sale or other
disposition of our assets or (iii) in the discretion of the general partner, any other extraordinary item of income, gain, loss, or deduction are allocated
among the unitholders on the Allocation Date in the month in which such income, gain, loss, or deduction is recognized. As a result, a unitholder
transferring common units may be allocated income, gain, loss, and deduction realized after the date of transfer.
Although simplifying conventions are contemplated by the Code and most publicly traded partnerships use similar simplifying conventions, the
use of this method may not be specifically authorized or permitted under existing Treasury Regulations. Recently, however, the Department of the
Treasury and the IRS issued Treasury Regulations pursuant to which a publicly traded partnership may use a similar monthly simplifying convention to
allocate tax items among transferor and transferee unitholders for taxable years beginning on or after August 3, 2015. However, such regulations do not
specifically authorize the use of the proration method we have adopted for the 2015 taxable year and may not specifically authorize all aspects of our
proration method thereafter. Accordingly, Vinson & Elkins L.L.P. is unable to opine on the validity of our method of allocating income and deductions
between transferee and transferor unitholders. If the IRS were to successfully challenge our proration method, our taxable income or losses could be
reallocated among our unitholders. We are authorized to revise our method of allocation between transferee and transferor unitholders, as well as among
unitholders whose interests vary during a taxable year, to conform to a method permitted under the Treasury Regulations.
A unitholder who disposes of common units prior to the record date set for a cash distribution for that quarter will be allocated items of our
income, gain, loss, and deduction attributable to the month of disposition (and any other month during the quarter to which such cash distribution relates
and the holder held common units on the first day of such month) but will not be entitled to receive a cash distribution for that period.
Notification Requirements
A unitholder who sells or exchanges any of its common units is generally required to notify us in writing of that transaction within 30 days after
the transaction (or, if earlier, January 15 of the year following the transaction in the case of a seller). Upon receiving such notifications, we are required
to notify the IRS of that transaction and to furnish specified information to the transferor and transferee. Failure to notify us of a transfer of common
units may, in some cases, lead to the imposition of penalties. However, these reporting requirements do not apply to a sale by an individual who is a
citizen of the United States and who effects the sale or exchange through a broker who will satisfy these requirements.
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Uniformity of Common Units
Because we cannot match transferors and transferees of common units and for other reasons, we must maintain uniformity of the economic and
tax characteristics of the common units to a purchaser of these common units. In the absence of uniformity, we may be unable to completely comply
with a number of federal income tax requirements. Any non-uniformity could have a negative impact on the value of our common units. Please read “—
Tax Consequences of Common Unit Ownership—Section 754 Election.”
Our partnership agreement permits our general partner to take positions in filing our tax returns that preserve the uniformity of our common units.
These positions may include reducing the depreciation, amortization, or loss deductions to which a unitholder would otherwise be entitled or reporting a
slower amortization of Section 743(b) adjustments for some unitholders than that to which they would otherwise be entitled. Vinson & Elkins L.L.P. is
unable to opine as to the validity of such filing positions.
A unitholder’s adjusted tax basis in its common units is reduced by its share of our deductions (whether or not these deductions were claimed on
an individual income tax return) so that any position that we take that understates deductions will overstate the unitholder’s adjusted tax basis in its
common units, and may cause the unitholder to understate gain or overstate loss on any sale of such common units. Please read “—Disposition of
Common Units—Recognition of Gain or Loss” above and “—Tax Consequences of Common Unit Ownership—Section 754 Election” above. The IRS
may challenge one or more of any positions we take to preserve the uniformity of our common units. If such a challenge were sustained, the uniformity
of our common units might be affected, and, under some circumstances, the gain from the sale of common units might be increased without the benefit
of additional deductions.
Tax-Exempt Organizations and Other Investors
Ownership of common units by employee benefit plans and other tax-exempt organizations as well as by non-resident alien individuals, non-U.S.
corporations and other non-U.S. persons (collectively, “non-U.S. unitholders”) raises issues unique to those investors and, as described below, may have
substantially adverse tax consequences to them. Prospective unitholders that are tax-exempt entities or non-U.S. unitholders should consult their tax
advisors before investing in our common units.
Employee benefit plans and most other tax-exempt organizations, including IRAs and other retirement plans, are subject to federal income tax on
unrelated business taxable income. All or a portion of our income allocated to such organizations may be unrelated business taxable income and may be
taxable to them. Subject to the proposed aggregation rules for certain similarly situated businesses/activities issued by the Treasury Department, a
tax-exempt entity with more than one unrelated trade or business (including by attribution from investment in a partnership such as ours) is required to
compute the unrelated business taxable income of such tax-exempt entity separately with respect to each such trade or business (including for purposes
of determining any net operating loss deduction). As a result, it may not be possible for tax-exempt entities to utilize losses from an investment in our
partnership to offset unrelated business taxable income from another unrelated trade or business and vice versa.
Non-U.S. unitholders are taxed by the United States on income effectively connected with the conduct of a U.S. trade or business (“effectively
connected income”) and on certain types of U.S.-source non-effectively connected income (such as dividends and royalties), unless exempted or further
limited by an income tax treaty. We have income from our royalty interests, certain investments in forward contracts, mineral lease bonus and delay
rentals, and working interests in oil and natural gas properties. Even though we are generally not the operator, our ownership of working interests may
be treated as effectively connected income. Furthermore, it is probable that we are deemed to conduct these activities through permanent establishments
in the United States within the meaning of applicable tax treaties. Consequently, a non-U.S. unitholder may be required to file federal tax returns to
report its share of our income, gain, loss, or deduction, and pay federal income tax on its share of our net income or gain in a manner similar to a taxable
U.S. unitholder.
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Moreover, under rules concerning withholding on effectively connected income applicable to publicly traded partnerships, distributions to
non-U.S. unitholders are subject to withholding at the highest applicable effective tax rate. Even though not all of our income is effectively connected
income, we instruct brokers and nominees to withhold on all distributions to non-U.S. holders at the highest applicable effective tax rate based upon the
convention for effectively connected income. Non-U.S. unitholders may be entitled to a refund of all or a portion of withheld amounts. Each non-U.S.
unitholder that obtains a taxpayer identification number from the IRS and submits that number to our transfer agent on a Form W-8BEN or W-8BEN-E
(or applicable substitute form) may obtain credit for these withholding taxes.
In addition, because a non-U.S. unitholder classified as a corporation may be treated as engaged in a U.S. trade or business, that corporation may
be subject to the U.S. branch profits tax at a rate of 30%, in addition to regular federal income tax, on its share of our income and gain as adjusted for
changes in the foreign corporation’s “U.S. net equity” to the extent reflected in the corporation’s effectively connected earnings and profits. That tax
may be reduced or eliminated by an income tax treaty between the United States and the country in which the foreign corporate unitholder is a
“qualified resident.” In addition, this type of unitholder is subject to special information reporting requirements under Section 6038C of the Code.
A non-U.S. unitholder who sells or otherwise disposes of a common unit will be subject to federal income tax on gain realized from the sale or
disposition of that common unit to the extent the gain is effectively connected with a U.S. trade or business of the non-U.S. unitholder. Under a ruling
published by the IRS interpreting the scope of “effectively connected income,” gain recognized by a non-U.S. person from the sale of its interest in a
partnership that is engaged in a trade or business in the United States will be considered to be effectively connected with a U.S. trade or business. Thus,
part or all of a non-U.S. unitholder’s gain from the sale or other disposition of its units may be treated as effectively connected with a unitholder’s
indirect U.S. trade or business constituted by its investment in us. As a result, the transferee of an interest in a partnership that is engaged in a U.S. trade
or business is generally required to withhold 10% of the amount realized by the transferor unless the transferor certifies that it is not a foreign person,
and we are required to deduct and withhold from the transferee amounts that should have been withheld by the transferees but were not withheld.
Because the “amount realized” includes a partner’s share of the partnership’s liabilities, 10% of the amount realized could exceed the total cash purchase
price for the common units. In December 2017, the IRS suspended the application of this withholding rule to open market transfers of interests in
publicly traded partnerships, pending promulgation of Treasury Regulations that address the amount to be withheld, the reporting necessary to determine
such amount and the appropriate party to withhold such amounts. In May 2019, the IRS issued proposed Treasury Regulations that would require
withholding on open market transfers, effective 60 days after the issuance of final Treasury Regulations, but in the case of a transfer made through a
broker, would exclude a partner’s share of liabilities from the amount realized. In addition, the obligation to withhold would be imposed on the broker
instead of the transferee. It is not clear if or when the proposed Treasury Regulations will be finalized or other guidance will be issued.
Moreover, under the Foreign Investment in Real Property Tax Act, a non-U.S. unitholder generally will be subject to federal income tax upon the
sale or disposition of a common unit if (i) it owned (directly or indirectly, actually or constructively, applying certain attribution rules) more than 5% of
our common units at any time during the five-year period ending on the date of such disposition, and (ii) 50% or more of the fair market value of our
worldwide real-property interests and our other assets used or held for use in a trade or business consisted of U.S. real-property interests (which include
U.S. real estate (including land, improvements, and certain associated personal property) and interests in certain entities holding U.S. real estate) at any
time during the shorter of the period during which a unitholder held the common units or the five-year period ending on the date of disposition. More
than 50% of our assets may consist of U.S. real-property interests. Therefore, non-U.S. unitholders may be subject to federal income tax on gain from
the sale or disposition of their units.
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Administrative Matters
Information Returns and Audit Procedures
We intend to furnish to each unitholder, within 90 days after the close of each taxable year, specific tax information, including a Schedule K-1,
which describes its share of our income, gain, loss, and deduction for our preceding taxable year. In preparing this information, which will not be
reviewed by counsel, we will take various accounting and reporting positions, some of which have been mentioned earlier, to determine each
unitholder’s share of income, gain, loss, and deduction. We cannot assure our unitholders that those positions will yield a result that conforms to all of
the requirements of the Code, Treasury Regulations or administrative interpretations of the IRS.
The IRS may audit our federal income tax information returns. Neither we nor Vinson & Elkins L.L.P. can assure prospective unitholders that the
IRS will not successfully challenge the positions we adopt, and such a challenge could adversely affect the value of our common units. Adjustments
resulting from an IRS audit may require each unitholder to adjust a prior year’s tax liability and may result in an audit of the unitholder’s own return.
Any audit of a unitholder’s return could result in adjustments unrelated to our returns.
Publicly traded partnerships generally are treated as entities separate from their owners for purposes of federal income tax audits, judicial review
of administrative adjustments by the IRS and tax settlement proceedings. The tax treatment of partnership items of income, gain, loss, and deduction are
determined in a partnership proceeding rather than in separate proceedings for each of the partners. Pursuant to the Bipartisan Budget Act of 2015, if the
IRS makes an audit adjustment to our income tax return, it (and some states) may assess and collect any taxes (including any applicable penalties and
interest) resulting from such audit adjustment directly from us. To the extent possible under the new rules, our general partner may elect to either pay the
taxes (including any applicable penalties and interest) directly to the IRS or, if we are eligible, issue a revised information statement to each unitholder
and former unitholder with respect to an audited and adjusted return. Although our general partner may elect to have our unitholders and former
unitholders take such audit adjustment into account and pay any resulting taxes (including applicable penalties or interest) in accordance with their
interests in us during the tax year under audit, there can be no assurance that such election will be practical, permissible or effective in all circumstances.
As a result, our current unitholders may bear some or all of the tax liability resulting from such audit adjustment, even if such unitholders did not own
common units in us during the tax year under audit. If, as a result of any such audit adjustment, we are required to make payments of taxes, penalties or
interest, cash available for distribution to our unitholders might be substantially reduced and our current and former unitholders may be required to
indemnify us for any taxes (including any applicable penalties and interest) resulting from such audit adjustment that were paid on such unitholders’
behalf. These rules are not applicable for tax years beginning on or prior to December 31, 2017.
Additionally, pursuant to the Bipartisan Budget Act of 2015, the Code no longer requires that we designate a Tax Matters Partner. Instead, we are
required to designate a partner, or other person, with a substantial presence in the United States as the partnership representative (“Partnership
Representative”). The Partnership Representative has the sole authority to act on our behalf for purposes of, among other things, federal income tax
audits and judicial review of administrative adjustments by the IRS. If we do not make such a designation, the IRS can select any person as the
Partnership Representative. We have designated our general partner as the Partnership Representative. Further, any actions taken by us or by the
Partnership Representative on our behalf with respect to, among other things, federal income tax audits and judicial review of administrative
adjustments by the IRS, will be binding on us and all of our unitholders.
Nominee Reporting
Persons who hold an interest in us as a nominee for another person are required to furnish to us:
(1)

the name, address, and taxpayer identification number of the beneficial owner and the nominee;
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(2)

a statement regarding whether the beneficial owner is:
(a)

a non-U.S. person;

(b)

a non-U.S. government, an international organization or any wholly owned agency or instrumentality of either of the foregoing; or

(c)

a tax-exempt entity;

(3)

the amount and description of common units held, acquired or transferred for the beneficial owner; and

(4)

specific information including the dates of acquisitions and transfers, means of acquisitions and transfers, and acquisition cost for purchases,
as well as the amount of net proceeds from sales.

Brokers and financial institutions are required to furnish additional information, including whether they are U.S. persons and specific information
on common units they acquire, hold, or transfer for their own account. A penalty per failure with a significant maximum penalty per calendar year, is
imposed by the Code for failure to report that information to us. The nominee is required to supply the beneficial owner of the common units with the
information furnished to us.
Accuracy-Related Penalties
Certain penalties may be imposed as a result of an underpayment of tax that is attributable to one or more specified causes, including negligence
or disregard of rules or regulations, substantial understatements of income tax and substantial valuation misstatements. No penalty will be imposed,
however, for any portion of an underpayment if it is shown that there was a reasonable cause for the underpayment of that portion and that the taxpayer
acted in good faith regarding the underpayment of that portion. We do not anticipate that any accuracy related penalties will be assessed against us.
FATCA Withholding Requirements
Withholding taxes may apply to certain types of payments made to “foreign financial institutions” (as defined in the Code) and certain other
non-U.S. entities. Specifically, a 30% withholding tax may be imposed on “withholdable payments” (as defined in the Code), including payments of
interest, dividends and other fixed or determinable annual or periodic gains, profits, and income from sources within the United States (“FDAP
Income”) paid to a “foreign financial institution” or to a “non-financial foreign entity” (in each case, as specially defined in the Code), unless (i) the
foreign financial institution undertakes certain diligence and reporting, (ii) the non-financial foreign entity either certifies it does not have any
substantial U.S. owners or furnishes identifying information regarding each substantial U.S. owner or (iii) the foreign financial institution or
non-financial foreign entity otherwise qualifies for an exemption from these rules. If the payee is a foreign financial institution and is subject to the
diligence and reporting requirements in clause (i) above, it must enter into an agreement with the U.S. Department of the Treasury requiring, among
other things, that it undertake to identify accounts held by certain U.S. persons or U.S.-owned foreign entities, annually report certain information about
such accounts, and withhold 30% on payments to noncompliant foreign financial institutions and certain other account holders. Foreign financial
institutions located in jurisdictions that have an intergovernmental agreement with the United States governing these requirements may be subject to
different rules.
While withholdable payments would have originally included the payment made on or after January 1, 2019 of gross proceeds from the sale or
other disposition of any property of a type which can produce interest or other dividends from sources within the United States (“Gross Proceeds”),
proposed Treasury Regulations provide that such payments of Gross Proceeds (other than amounts treated as FDAP Income) do not constitute
withholdable payments. Taxpayers may rely generally on these proposed Treasury Regulations until they are revoked or final Treasury Regulations are
issued.
Thus, to the extent we have withholdable payments that are not treated as effectively connected with a U.S. trade or business (please read
“—Tax-Exempt Organizations and Other Investors”), a unitholder that is a foreign
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financial institution or certain other non-U.S. entities, or a person that holds its common units through such foreign entities, may be subject to
withholding on distributions they receive from us, or its distributive share of our income, pursuant to the rules described above.
Each prospective unitholder should consult its own tax advisors regarding the potential application of these withholding provisions to its
investment in our common units.
State, Local, and Other Tax Considerations
In addition to federal income taxes, a unitholder may be subject to other taxes, including state, local and foreign income taxes, unincorporated
business taxes, and estate, inheritance, or intangibles taxes, that may be imposed by the various jurisdictions in which a unitholder is a resident, or in
which we conduct business or own property now or in the future, even if such unitholder does not live in those jurisdictions. We own assets and conduct
business in several states, many of which impose a personal income tax and also impose income taxes on corporations and other entities. We may also
own property or do business in other states in the future that impose income or similar taxes on nonresident individuals. Although an analysis of those
various taxes is not presented here, each prospective unitholder should consider their potential impact on its investment in us.
A unitholder may be required to file income tax returns and pay income taxes in some or all of the jurisdictions in which we do business or own
property, though such unitholder may not be required to file a return and pay taxes in certain jurisdictions because its income from such jurisdictions
falls below the jurisdictions’ filing and payment requirements. Further, a unitholder may be subject to penalties for a failure to comply with any filing or
payment requirements applicable to such unitholder. Some of the jurisdictions may require us, or we may elect, to withhold a percentage of income from
amounts to be distributed to a unitholder who is not a resident of the jurisdiction. Withholding, the amount of which may be greater or less than a
particular unitholder’s income tax liability to the jurisdiction, generally does not relieve a nonresident unitholder from the obligation to file an income
tax return.
It is the responsibility of each unitholder to investigate the legal and tax consequences, under the laws of pertinent jurisdictions, of its
investment in us. We strongly recommend that each prospective unitholder consult, and depend upon, its own tax counsel or other advisor with
regard to those matters. Further, it is the responsibility of each unitholder to file all state, local, and non-U.S., as well as U.S. federal tax returns
that may be required of it. Vinson & Elkins L.L.P. has not rendered an opinion on the state, local, alternative minimum tax, or non-U.S. tax
consequences of an investment in us.
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INVESTMENT IN BLACK STONE MINERALS, L.P. BY EMPLOYEE BENEFIT PLANS
The following is a summary of certain considerations associated with the acquisition and holding of our securities by employee benefit plans that
are subject to Title I of ERISA, plans, individual retirement accounts and other arrangements that are subject to Section 4975 of the Code or employee
benefit plans that are governmental plans (as defined in Section 3(32) of ERISA), certain church plans (as defined in Section 3(33) of ERISA), non-U.S.
plans (as described in Section 4(b)(4) of ERISA) or other plans that are not subject to the foregoing but may be subject to provisions under any other
federal, state, local, non-U.S. or other laws or regulations that are similar to such provisions of ERISA or the Code (collectively, “Similar Laws”), and
entities whose underlying assets are considered to include “plan assets” of any such plan, account or arrangement (each, a “Plan”).
This summary is based on the provisions of ERISA and the Code (and related regulations and administrative and judicial interpretations) as of the date
of this prospectus. This summary does not purport to be complete, and no assurance can be given that future legislation, court decisions, regulations,
rulings or pronouncements will not significantly modify the requirements summarized below. Any of these changes may be retroactive and may thereby
apply to transactions entered into prior to the date of their enactment or release. This discussion is general in nature and is not intended to be all
inclusive, nor should it be construed as investment or legal advice.
General Fiduciary Matters
ERISA and the Code impose certain duties on persons who are fiduciaries of a Plan subject to Title I of ERISA or Section 4975 of the Code (an
“ERISA Plan”) and prohibit certain transactions involving the assets of an ERISA Plan and its fiduciaries or other interested parties. Under ERISA and
the Code, any person who exercises any discretionary authority or control over the administration of an ERISA Plan or the management or disposition of
the assets of an ERISA Plan, or who renders investment advice for a fee or other compensation to an ERISA Plan, is generally considered to be a
fiduciary of the ERISA Plan.
In considering an investment in our securities with a portion of the assets of any Plan, a fiduciary should consider the Plan’s particular
circumstances and all of the facts and circumstances of the investment and determine whether the acquisition and holding of shares of common stock is
in accordance with the documents and instruments governing the Plan and the applicable provisions of ERISA, the Code, or any Similar Law relating to
the fiduciary’s duties to the Plan, including, without limitation:
•

whether the investment is prudent under Section 404(a)(1)(B) of ERISA and any other applicable Similar Laws;

•

whether, in making the investment, the ERISA Plan will satisfy the diversification requirements of Section 404(a)(1)(C) of ERISA and any
other applicable Similar Laws;

•

whether the investment is permitted under the terms of the applicable documents governing the Plan;

•

whether the acquisition or holding of the shares of common stock will constitute a “prohibited transaction” under Section 406 of ERISA or
Section 4975 of the Code (please see the discussion under “—Prohibited Transaction Issues” below); and

•

whether the Plan will be considered to hold, as plan assets, (1) only the investment in our securities, or (2) an undivided interest in our
underlying assets (please read the discussion under “—Plan Asset Issues” below); and

•

whether the investment will result in recognition of unrelated business taxable income by the Plan and, if so, the potential after-tax
investment return. Please read “Material U.S. Federal Income Tax Consequences—Tax-Exempt Organizations and Other Investors.”
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Prohibited Transaction Issues
Section 406 of ERISA and Section 4975 of the Code prohibit ERISA Plans from engaging in specified transactions involving plan assets with
persons or entities who are “parties in interest,” within the meaning of ERISA, or “disqualified persons” within the meaning of Section 4975 of the
Code, unless an exemption is available. A party in interest or disqualified person who engages in a non-exempt prohibited transaction may be subject to
excise taxes and other penalties and liabilities under ERISA and the Code. In addition, the fiduciary of the ERISA Plan that engages in such a
non-exempt prohibited transaction may be subject to penalties and liabilities under ERISA and the Code. The acquisition and/or holding of our securities
by an ERISA Plan with respect to which the issuer, the initial purchaser or a guarantor is considered a party in interest or a disqualified person may
constitute or result in a direct or indirect prohibited transaction under Section 406 of ERISA and/or Section 4975 of the Code, unless the investment is
acquired and is held in accordance with an applicable statutory, class or individual prohibited transaction exemption.
Because of the foregoing, our securities should not be acquired or held by any person investing “plan assets” of any Plan, unless such acquisition
and holding will not constitute a non-exempt prohibited transaction under ERISA and the Code or a similar violation of any applicable Similar Laws.
Plan Asset Issues
Additionally, a fiduciary of a Plan should consider whether the Plan will, by investing in us, be deemed to own an undivided interest in our assets,
with the result that we would become a fiduciary of the Plan and our operations would be subject to the regulatory restrictions of ERISA, including its
prohibited transaction rules, as well as the prohibited transaction rules of the Code and any other applicable Similar Laws.
The Department of Labor (the “DOL”) regulations provide guidance with respect to whether the assets of an entity in which ERISA Plans acquire
equity interests would be deemed “plan assets” under some circumstances. Under these regulations, an entity’s assets generally would not be considered
to be “plan assets” if, among other things:
(a) the equity interests acquired by ERISA Plans are “publicly offered securities” (as defined in the DOL regulations)—i.e., the equity interests are
part of a class of securities that is widely held by 100 or more investors independent of the issuer and each other, are freely transferable, and are either
registered under certain provisions of the federal securities laws or sold to the ERISA Plan as part of a public offering under certain conditions;
(b) the entity is an “operating company” (as defined in the DOL regulations)—i.e., it is primarily engaged in the production or sale of a product or
service, other than the investment of capital, either directly or through a majority-owned subsidiary or subsidiaries; or
(c) there is no significant investment by “benefit plan investors” (as defined in the DOL regulations)—i.e., immediately after the most recent
acquisition by an ERISA Plan of any equity interest in the entity, less than 25% of the total value of each class of equity interest (disregarding certain
interests held by persons (other than benefit plan investors) with discretionary authority or control over the assets of the entity or who provide
investment advice for a fee (direct or indirect) with respect to such assets, and any affiliates thereof) is held by ERISA Plans, IRAs and certain other
Plans (but not including governmental plans, foreign plans and certain church plans), and entities whose underlying assets are deemed to include plan
assets by reason of a Plan’s investment in the entity.
Due to the complexity of these rules and the excise taxes, penalties and liabilities that may be imposed upon persons involved in non-exempt
prohibited transactions, it is particularly important that Plan fiduciaries, or other persons contemplating a purchase of our securities on behalf of, or with
the assets of, any Plan, consult with their counsel regarding the potential applicability of ERISA, Section 4975 of the Code and any Similar Laws to such
investment and whether an exemption would be applicable to the purchase of our securities. Purchasers of our securities have the exclusive
responsibility for ensuring that their purchase of our securities complies with the fiduciary responsibility rules of ERISA and does not violate the
prohibited transaction rules of ERISA, the Code or applicable Similar Laws. The sale of our securities to a Plan is in no respect a representation by us or
any of our affiliates or representatives that such an investment meets all relevant legal requirements with respect to investments by such Plan or that
such investment is appropriate for any such Plan.
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PLAN OF DISTRIBUTION
We will sell the securities being offered hereby through underwriters on a firm commitment basis.
The prospectus supplement with respect to any offering of securities will set forth the terms of the offering, including: (i) the name or names of
any underwriters; (ii) the purchase price of the securities and the proceeds to us; (iii) any underwriting discounts and commissions and other items
constituting underwriters’ compensation; and (iv) any delayed delivery arrangements.
We will enter into an underwriting agreement with the underwriters at the time of sale to them. We will set forth the names of these underwriters
and the terms of the transaction in the prospectus supplement, which will be used by the underwriters to make resales of the securities in respect of
which this prospectus is delivered to the public. We may indemnify the underwriters under the relevant underwriting agreement against specific
liabilities, including liabilities under the Securities Act of 1933, as amended (the “Securities Act”). The underwriters may also be our customers or may
engage in transactions with or perform services for us in the ordinary course of business.
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LEGAL MATTERS
Unless otherwise specified in a prospectus supplement accompanying this prospectus, the validity of the securities and certain other legal and tax
matters will be passed upon for us by Vinson & Elkins L.L.P., New York, New York. Any underwriters will be advised about legal matters by their own
counsel, which will be named in a prospectus supplement to the extent required by law.
EXPERTS
The consolidated financial statements of Black Stone Minerals, L.P. appearing in Black Stone Minerals, L.P.’s Annual Report (Form 10-K) for the
year ended December 31, 2018, and the effectiveness of Black Stone Minerals, L.P.’s internal control over financial reporting as of December 31, 2018
have been audited by Ernst & Young LLP, independent registered public accounting firm, as set forth in their reports thereon, included therein, and
incorporated herein by reference. Such consolidated financial statements are incorporated herein by reference in reliance upon such reports given on the
authority of such firm as experts in accounting and auditing.
Information incorporated in this prospectus by reference from Black Stone Minerals, L.P.’s Annual Report on Form 10-K regarding our estimated
quantities of oil and natural gas reserves and the discounted present value of future net cash flows therefrom is based upon estimates of such reserves
and present values prepared by Netherland, Sewell & Associates, Inc., a third-party petroleum engineer, as of December 31, 2016, 2017, and 2018. This
information is incorporated by reference in reliance upon the authority of said firm as experts in such matters.
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INFORMATION NOT REQUIRED IN THE PROSPECTUS
Item 14.

Other Expenses of Issuance and Distribution.

The following table sets forth all expenses expected to be incurred in connection with the issuance and distribution of the securities registered
hereby. With the exception of the SEC registration fee, the amounts set forth below are estimates
SEC registration fee
Printing and engraving expenses
Accounting fees and expenses
Legal fees and expenses
Miscellaneous
Total
*
**

*
**
**
**
**
**

The registrant is deferring payment of the registration fee in reliance on Rules 456(b) and 457(r).
Because an indeterminate amount of securities is covered by this registration statement, the expenses in connection with the issuance and
distribution of the securities are therefore not currently determinable.

Item 15.

Indemnification of Directors and Officers.

The section of the prospectus entitled “The Partnership Agreement—Indemnification” is incorporated herein by reference and discloses that we
will generally indemnify the directors and officers of our general partner to the fullest extent permitted by law against all losses, claims, damages or
similar events. Subject to any terms, conditions, or restrictions set forth in our partnership agreement, Section 17-108 of the Delaware Act empowers a
Delaware limited partnership to indemnify and hold harmless any partner or other person from and against all claims and demands whatsoever.
Section 18-108 of the Delaware Limited Liability Company Act provides that a Delaware limited liability company may indemnify and hold
harmless any member or manager or other person from and against any and all claims and demands whatsoever. The limited liability company
agreement of Black Stone Minerals GP, L.L.C., our general partner, provides for the indemnification of its directors and officers against liabilities they
incur in their capacities as such. We may enter into indemnity agreements with each of its current directors and officers to give these directors and
officers additional contractual assurances regarding the scope of the indemnification set forth in our general partner’s limited liability company
agreement and to provide additional procedural protections.
Any underwriting agreement entered into in connection with the sale of the securities offered pursuant to this registration statement will provide
for indemnification of officers and directors of our general partner, including for liabilities incurred under the Securities Act.
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Item 16.

Exhibits.

The following documents are filed as exhibits to this registration statement, including those exhibits incorporated herein by reference to a prior
filing of Black Stone Minerals, L.P. under the Securities Act or Exchange Act as indicated in parentheses:
EXHIBIT INDEX
Exhibit No.

Description

1.1**

Form of Underwriting Agreement.

2.1***

Purchase and Sale Agreement, dated as of November 22, 2017, by and among Noble Energy Inc., Noble Energy Wyco, LLC,
Noble Energy US Holdings, LLC, Rosetta Resources Operating LP, and Black Stone Minerals Company, L.P. (incorporated
herein by reference to Exhibit 2.1 of Black Stone Minerals, L.P.’s Current Report on Form 8-K filed on November 29, 2017
(SEC File No. 001-37362))

3.1

First Amended and Restated Agreement of Limited Partnership of Black Stone Minerals, L.P., dated May 6, 2015 (incorporated
herein by reference to Exhibit 3.1 to Black Stone Minerals, L.P.’s Registration Statement on Form S-1 filed on March 19, 2015
(SEC File No. 001333-202875)).

3.2

Amendment No. 1 to First Amended and Restated Agreement of Limited Partnership of Black Stone Minerals, L.P., dated as of
April 15, 2016 (incorporated herein by reference to Exhibit 3.1 of Black Stone Minerals, L.P.’s Current Report on Form 8-K
filed on April 19, 2016 (SEC File No. 001-37362)).

3.3

Amendment No. 2 to First Amended and Restated Agreement of Limited Partnership of Black Stone Minerals, L.P., dated as of
November 28, 2017 (incorporated herein by reference to Exhibit 3.1 of Black Stone Minerals, L.P.’s Current Report on Form
8-K filed on November 29, 2017 (SEC File No. 001-37362)).

3.4

Amendment No. 3 to First Amended and Restated Agreement of Limited Partnership of Black Stone Minerals, L.P., dated as of
December 11, 2017 (incorporated herein by reference to Exhibit 3.1 of Black Stone Minerals, L.P.’s Current Report on Form
8-K filed on December 12, 2017 (SEC File No. 001-37362)).

4.1

Registration Rights Agreement, dated as of November 28, 2017, by and between Black Stone Minerals, L.P. and Minerals
Royalties One, L.L.C. (incorporated herein by reference to Exhibit 4.1 of Black Stone Minerals, L.P.’s Current Report on Form
8-K filed on November 29, 2017 (SEC File No. 001-37362)).

5.1*

Opinion of Vinson & Elkins L.L.P. as to the legality of the securities being registered.

8.1*

Opinion of Vinson & Elkins L.L.P. relating to tax matters.

23.1*

Consent of Ernst & Young LLP

23.2*

Consent of Netherland, Sewell & Associates, Inc.

23.3*

Consent of Vinson & Elkins L.L.P. (contained in Exhibits 5.1 and 8.1).

24.1*

Powers of Attorney (contained on signature pages).

*
Filed herewith
** To be filed as an exhibit to a Current Report on Form 8-K or in a post-effective amendment to this registration statement
*** Schedules and exhibits have been omitted pursuant to Item 601(b)(2) of Regulation S-K. The Partnership agrees to furnish supplementally a copy
of the omitted schedules and exhibits to the SEC upon request.
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Item 17.
(1)

Undertakings.
Each of the undersigned registrants hereby undertakes:
(a)

To file, during any period in which offers or sales are being made, a post-effective amendment to this registration statement:
(i)

To include any prospectus required by Section 10(a)(3) of the Securities Act of 1933;

(ii)

To reflect in the prospectus any facts or events arising after the effective date of the registration statement (or the most recent
post-effective amendment thereof) which, individually or in the aggregate, represent a fundamental change in the information
set forth in the registration statement. Notwithstanding the foregoing, any increase or decrease in volume of securities offered
(if the total dollar value of securities offered would not exceed that which was registered) and any deviation from the low or
high end of the estimated maximum offering range may be reflected in the form of prospectus filed with the Commission
pursuant to Rule 424(b) if, in the aggregate, the changes in volume and price represent no more than a 20 percent change in the
maximum aggregate offering price set forth in the “Calculation of Registration Fee” table in the effective registration
statement; and

(iii) To include any material information with respect to the plan of distribution not previously disclosed in the registration
statement or any material change to such information in the registration statement;
provided, however, that paragraphs (i), (ii) and (iii) above do not apply if the information required to be included in a post-effective
amendment by those paragraphs is contained in reports filed with or furnished to the SEC by the registrant pursuant to Section 13 or
Section 15(d) of the Exchange Act that are incorporated by reference in the registration statement, or is contained in a form of
prospectus filed pursuant to Rule 424(b) that is part of the registration statement.
(b)

That, for the purpose of determining any liability under the Securities Act of 1933, each such post-effective amendment shall be
deemed to be a new registration statement relating to the securities offered therein, and the offering of such securities at that time
shall be deemed to be the initial bona fide offering thereof.

(c)

To remove from registration by means of a post-effective amendment any of the securities being registered which remain unsold at
the termination of the offering.

(d)

That, for the purpose of determining liability under the Securities Act of 1933 to any purchaser:
(i)

Each prospectus filed by the registrant pursuant to Rule 424(b)(3) shall be deemed to be part of the registration statement as of
the date the filed prospectus was deemed part of and included in the registration statement; and

(ii)

Each prospectus required to be filed pursuant to Rule 424(b)(2), (b)(5) or (b)(7) as part of a registration statement in reliance
on Rule 430B relating to an offering made pursuant to Rule 415(a)(1)(i), (vii) or (x) for the purpose of providing the
information required by Section 10(a) of the Securities Act of 1933 shall be deemed to be part of and included in the
registration statement as of the earlier of the date such form of prospectus is first used after effectiveness or the date of the first
contract of sale of securities in the offering described in the prospectus. As provided in Rule 430B, for liability purposes of the
issuer and any person that is at that date an underwriter, such date shall be deemed to be a new effective date of the registration
statement relating to the securities in the registration statement to which the prospectus relates, and the offering of such
securities at that time shall be deemed to be the initial bona fide offering thereof. Provided, however, that no statement made in
a registration statement or prospectus that is part of the registration statement or made in a document incorporated or deemed
incorporated by reference into the registration statement or prospectus that is part of the registration statement will, as to a
purchaser with a time of
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contract of sale prior to such effective date, supersede or modify any statement that was made in the registration statement or
prospectus that was part of the registration statement or made in any such document immediately prior to such effective date.
(e)

That, for the purpose of determining liability of the registrant under the Securities Act of 1933 to any purchaser in the initial
distribution of the securities, the undersigned registrant undertakes that in a primary offering of securities of the undersigned
registrant pursuant to this registration statement, regardless of the underwriting method used to sell the securities to the purchaser, if
the securities are offered or sold to such purchaser by means of any of the following communications, the undersigned registrant will
be a seller to the purchaser and will be considered to offer or sell such securities to such purchaser:
(i)

Any preliminary prospectus or prospectus of the undersigned registrant relating to the offering required to be filed pursuant to
Rule 424;

(ii)

Any free writing prospectus relating to the offering prepared by or on behalf of the undersigned registrant or used or referred
to by the undersigned registrant;

(iii) The portion of any other free writing prospectus relating to the offering containing material information about the undersigned
registrant or its securities provided by or on behalf of the undersigned registrant; and
(iv) Any other communication that is an offer in the offering made by the undersigned registrant to the purchaser.
(2)

The undersigned registrant hereby undertakes that, for purposes of determining any liability under the Securities Act of 1933, each filing of
the registrant’s annual report pursuant to section 13(a) or section 15(d) of the Securities Exchange Act of 1934 that is incorporated by
reference in the registration statement shall be deemed to be a new registration statement relating to the securities offered therein, and the
offering of such securities at that time shall be deemed to be the initial bona fide offering thereof.

(3)

Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors, officers or persons
controlling any of the registrants pursuant to the foregoing provisions, or otherwise, the registrants have been informed that in the opinion of
the SEC such indemnification is against public policy as expressed in the Securities Act of 1933 and is therefore unenforceable. In the event
that a claim for indemnification against such liabilities (other than the payment by the registrant of expenses incurred or paid by a director,
officer or controlling person of the registrant in the successful defense of any action, suit or proceeding) is asserted by such director, officer
or controlling person in connection with the securities being registered, the registrant will, unless in the opinion of its counsel the matter has
been settled by controlling precedent, submit to a court of appropriate jurisdiction the question whether such indemnification by it is against
public policy as expressed in the Securities Act of 1933 and will be governed by the final adjudication of such issue.
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SIGNATURES
Pursuant to the requirements of the Securities Act of 1933, as amended, the registrant certifies that it has reasonable grounds to believe that it
meets all the requirements for filing on Form S-3 and has duly caused this registration statement to be signed on its behalf by the undersigned, thereunto
duly authorized, in the City of Houston, State of Texas, on May 20, 2019.
BLACK STONE MINERALS, L.P.
By:

BLACK STONE MINERALS GP, L.L.C., its general
partner

By: /s/ Thomas L. Carter, Jr.
Thomas L. Carter, Jr.
Chief Executive Officer, and Chairman
POWER OF ATTORNEY
Each person whose signature appears below appoints Thomas L. Carter, Jr., Jeffrey P. Wood and Steve Putman, and each of them, any of whom
may act without the joinder of the other, as his or her true and lawful attorneys-in-fact and agents, with full power of substitution and re-substitution, for
him or her and in his or her name, place and stead, in any and all capacities, to sign any and all amendments (including post-effective amendments) to
this Registration Statement and any Registration Statement (including any amendment thereto) for this offering that is to be effective upon filing
pursuant to Rule 462(b) under the Securities Act of 1933, as amended, and to file the same, with all exhibits thereto, and all other documents in
connection therewith, with the SEC, granting unto said attorneys-in-fact and agents full power and authority to do and perform each and every act and
thing requisite and necessary to be done, as fully to all intents and purposes as he might or would do in person, hereby ratifying and confirming all that
said attorneys-in-fact and agents, or any of them of their or his or her substitute and substitutes, may lawfully do or cause to be done by virtue hereof.
Pursuant to the requirements of the Securities Act of 1933, as amended, this Registration Statement has been signed below by the following
persons in the capacities and the dates indicated.
Signature

Title

Date

/s/ Thomas L. Carter, Jr.
Thomas L. Carter, Jr.

Chief Executive Officer and Chairman (Principal Executive
Officer)

May 20, 2019

/s/ Jeffrey P. Wood
Jeffrey P. Wood

President and Chief Financial Officer (Principal Financial
Officer)

May 20, 2019

/s/ Dawn K. Smajstrla
Dawn K. Smajstrla

Vice President and Chief Accounting Officer (Principal
Accounting Officer)

May 20, 2019

/s/ William G. Bardel
William G. Bardel

Director

May 20, 2019

/s/ Carin M. Barth
Carin M. Barth

Director

May 20, 2019
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Signature

Title

Date

/s/ D. Mark DeWalch
D. Mark DeWalch

Director

May 20, 2019

/s/ Ricky J. Haeflinger
Ricky J. Haeflinger

Director

May 20, 2019

/s/ Jerry V. Kyle, Jr.
Jerry V. Kyle, Jr.

Director

May 20, 2019

/s/ Michael C. Linn
Michael C. Linn

Director

May 20, 2019

/s/ John H. Longmaid
John H. Longmaid

Director

May 20, 2019

/s/ William N. Mathis
William N. Mathis

Director

May 20, 2019

/s/ William E. Randall
William E. Randall

Director

May 20, 2019

/s/ Alexander D. Stuart
Alexander D. Stuart

Director

May 20, 2019

/s/ Allison K. Thacker
Allison K. Thacker

Director

May 20, 2019
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May 20, 2019
Black Stone Minerals, L.P.
1001 Fannin Street
Suite 2020
Houston, TX 77002
Ladies and Gentlemen:
We have acted as counsel to Black Stone Minerals, L.P., a Delaware limited partnership (the “Partnership”), with respect to certain legal matters
in connection with the preparation of a shelf registration statement on Form S-3 (the “Shelf Registration Statement”) under the Securities Act of 1933,
as amended (the “Securities Act”), filed by the Partnership with the Securities and Exchange Commission (the “Commission”) in connection with the
possible offer from time to time, pursuant to Rule 415 of the Securities Act, of an indeterminate number of common units representing limited partner
interests in the Partnership (the “Common Units”) by the Partnership.
We have also participated in the preparation of the Prospectus (the “Prospectus”) contained in the Shelf Registration Statement to which this
opinion is an exhibit.
In rendering the opinions set forth below, we have examined originals or copies, certified or otherwise identified to our satisfaction, of (i) the Shelf
Registration Statement, including the Prospectus, (ii) the Partnership’s First Amended and Restated Agreement of Limited Partnership, as amended (the
“Partnership Agreement”), (iii) the Partnership’s Certificate of Limited Partnership, as amended, (iv) resolutions of Black Stone Minerals GP, L.L.C., a
Delaware limited liability company and the general partner of the Partnership, and (v) such other certificates, statutes, and other instruments and
documents as we considered appropriate for purposes of the opinions hereafter expressed.
In connection with rendering the opinions set forth below, we have assumed that (i) all information contained in all documents reviewed by us is
true and correct; (ii) all signatures on all documents examined by us are genuine; (iii) each person signing documents we examined has the legal
authority and capacity to do so; (iv) all documents submitted to us as originals are authentic and complete and all documents submitted to us as copies
conform to the originals of those documents; (v) each certificate from governmental officials reviewed by us is accurate, complete, and authentic, and all
official public records are accurate and complete; (vi) all Common Units will be issued and sold in compliance with applicable federal and state
securities laws and in the manner specified in the Shelf Registration Statement and the applicable Prospectus Supplement to the applicable Prospectus;
(vii) one or more Prospectus Supplements
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to the Prospectus will have been prepared and filed with the Commission describing the Common Units offered thereby and will comply with all
applicable laws; and (viii) a definitive underwriting or similar agreement with respect to any Common Units offered will have been duly authorized and
validly executed and delivered by the Partnership.
Based on the foregoing and on such legal considerations as we deem relevant, we are of the opinion that:
1. With respect to the Common Units, when (i) the Partnership has taken all necessary action to approve the issuance and terms of such
Common Units, the terms of the offering and related matters and (ii) the Common Units have been issued and delivered in accordance with the terms of
the applicable definitive underwriting or similar agreement approved by the Partnership upon payment of the consideration therefor provided for therein,
then the Common Units will be validly issued, fully paid (to the extent required under the Partnership Agreement) and nonassessable (except as such
nonassessability may be affected by Section 17-303, 17-607 or 17-804 of the Delaware Revised Uniform Limited Partnership Act (“DRULPA”) and as
described in any supplement to the Prospectus and the Prospectus).
The opinion expressed herein is qualified in the following respects:
A. This opinion is limited in all respects to the federal laws of the United States of America, the DRULPA, and the Constitution of the State of
Delaware, including all applicable statutory provisions and reported judicial decisions interpreting those laws, and we are expressing no opinion as to
the effect of the laws of any jurisdiction, domestic or foreign.
B. We express no opinion as to any matters other than as expressly set forth above, and no opinion on any other matter may be inferred or
implied herefrom. The opinions expressed herein are given as of the date hereof, and we undertake no, and hereby disclaim any, obligation to advise you
of any change in any matter set forth herein.
We hereby consent to the references to this firm under the caption “Legal Matters” in the Prospectus and to the filing of this opinion as an exhibit
to the Shelf Registration Statement. In giving such consent, we do not admit that we are within the category of persons whose consent is required under
Section 7 of the Securities Act or the rules and regulations of the Commission issued thereunder.
This opinion is furnished to you in connection with the filing of the Shelf Registration Statement and is not to be used, circulated, quoted or
otherwise relied on for any other purpose.
Very truly yours,
/s/ Vinson & Elkins L.L.P.

Exhibit 8.1

May 20, 2019
Black Stone Minerals, L.P.
1001 Fannin Street, Suite 2020
Houston, TX 77002
RE: Black Stone Minerals, L.P. Registration Statement on Form S-3
Ladies and Gentlemen:
We have acted as counsel for Black Stone Minerals, L.P. (the “Partnership”), a Delaware limited partnership, with respect to certain legal matters
in connection with the registration of common units representing limited partner interests in the Partnership. We have also participated in the preparation
of a Prospectus dated on or about the date hereof (the “Prospectus”), forming part of the Registration Statement on Form S-3 (the “Registration
Statement”), to which this opinion is an exhibit.
This opinion is based on various facts and assumptions, and is conditioned upon certain representations made by the Partnership as to factual
matters through a certificate of an officer of the Partnership (the “Officer’s Certificate”). In addition, this opinion is based upon the factual
representations of the Partnership concerning its business, properties and governing documents as set forth in the Registration Statement.
In our capacity as counsel to the Partnership, we have made such legal and factual examinations and inquiries, including an examination of
originals or copies certified or otherwise identified to our satisfaction of such documents, corporate records and other instruments, as we have deemed
necessary or appropriate for purposes of this opinion. In our examination, we have assumed the authenticity of all documents submitted to us as
originals, the genuineness of all signatures thereon, the legal capacity of natural persons executing such documents and the conformity to authentic
original documents of all documents submitted to us as copies. For the purpose of our opinion, we have not made an independent investigation or audit
of the facts set forth in the above-referenced documents or in the Officer’s Certificate. In addition, in rendering this opinion we have assumed the truth
and accuracy of all representations and statements made to us which are qualified as to knowledge or belief, without regard to such qualification.
We hereby confirm that all statements of legal conclusions contained in the discussion in the Registration Statement under the caption “Material
U.S. Federal Income Tax Consequences” constitute the opinion of Vinson & Elkins L.L.P. with respect to the matters set forth therein as of the date
hereof, subject to the assumptions, qualifications, and limitations set forth therein. This opinion is based on various statutory provisions, regulations
promulgated thereunder and interpretations thereof by the Internal Revenue Service and the courts having jurisdiction over such matters, all of which are
subject to change either prospectively or retroactively. Also, any variation or difference in the facts from those set forth in the representations described
above, including in the Registration Statement and the Officer’s Certificate, may affect the conclusions stated herein.
No opinion is expressed as to any matter not discussed in the Prospectus under the caption “Material U.S. Federal Income Tax Consequences.” We
are opining herein only as to the U.S. federal
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income tax matters described above, and we express no opinion with respect to the applicability to, or the effect on, any transaction or other federal
laws, foreign laws, the laws of any state or any other jurisdiction or as to any matters of municipal law or the laws of any other local agencies within any
state.
This opinion is rendered to you as of the date hereof, and we undertake no obligation to update this opinion subsequent to the date hereof. This
opinion is furnished to you, and is for your use in connection with the transactions set forth in the Registration Statement. This opinion may not be relied
upon by you for any other purpose or furnished to, assigned to, quoted to or relied upon by any other person, firm or other entity, for any purpose,
without our prior written consent. However, this opinion may be relied upon by you and by persons entitled to rely on it pursuant to applicable
provisions of federal securities law, including persons purchasing common units pursuant to the Registration Statement.
We hereby consent to the filing of this opinion of counsel as an exhibit to the Prospectus and, the incorporation by reference of this opinion of
counsel into the Registration Statement and to the reference to our firm in the Registration Statement. In giving such consent, we do not admit that we
are within the category of persons whose consent is required under Section 7 of the Securities Act of 1933, as amended.
Very truly yours,
/s/ VINSON & ELKINS L.L.P.
Vinson & Elkins L.L.P.

Exhibit 23.1
Consent of Independent Registered Public Accounting Firm
We consent to the reference to our firm under the caption “Experts” in this Registration Statement (Form S-3) of Black Stone Minerals, L.P. for the
registration of common units representing limited partner interests and to the incorporation by reference therein of our reports dated February 26, 2019,
with respect to the consolidated financial statements of Black Stone Minerals, L.P., and the effectiveness of internal control over financial reporting of
Black Stone Minerals, L.P., included in its Annual Report (Form 10-K) for the year ended December 31, 2018, filed with the Securities and Exchange
Commission.
/s/ Ernst & Young LLP
Houston, Texas
May 20, 2019

Exhibit 23.2

CONSENT OF INDEPENDENT PETROLEUM ENGINEERS AND GEOLOGISTS
We hereby consent to the incorporation by reference in this Registration Statement on Form S-3 of Black Stone Minerals, L.P. (the “Registration
Statement”) of the name Netherland, Sewell & Associates, Inc., the references to our report of Black Stone Minerals, L.P.’s proved oil and natural gas
reserves estimates and future net revenue as of December 31, 2018, and our corresponding report letter, dated January 17, 2019. We also consent to all
references to us contained in or incorporated by reference in such Registration Statement, including in the prospectus under the heading “Experts.”
NETHERLAND, SEWELL & ASSOCIATES, INC.
By: /s/ J. Carter Henson, Jr.
J. Carter Henson, Jr., P.E.
Senior Vice President
Houston, Texas
May 20, 2019
Please be advised that the digital document you are viewing is provided by Netherland, Sewell & Associates, Inc. (NSAI) as a convenience to our
clients. The digital document is intended to be substantively the same as the original signed document maintained by NSAI. The digital document
is subject to the parameters, limitations, and conditions stated in the original document. In the event of any differences between the digital
document and the original document, the original document shall control and supersede the digital document.

