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CAUSE NO. 2021-26090
KRM INVESTMENTS, INC., IN THE DISTRICT COURT OF
Paintiff,
HARRIS COUNTY, TEXAS

F. KENNETH BAILEY AND
WILLIAM C. PADON,
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Defendants. 127" JUDICIAL DISTRICT

PLAINTIFFFSMOTION FOR SUMMARY JUDGMENT

KRM Investments, Inc. (“KRM”) moves for a summary judgment against F. Kenneth
Bailey, Jr. (“Bailey”), Defendant, as follows:

SUMMARY OF THE CASE

1. KRM seeks recovery of $2,194,582.40 principal plus $42,328.00 accrued interest
from Bailey pursuant to the terms of a Promissory Note, as renewed (“Note”’) through May 18,
2023, with additional interest accruing at the rate of $962.00 per day. KRM seeks post-judgment
interest at the rate of 18% per annum. Additionally, KRM seeks recovery of its reasonable and
necessary attorneys fees from Bailey. KRM has dismissed its claim against William C. Padon
(“Padon”) without prejudice.

FACTUAL BACKGROUND

2. On or about August 1, 2019, Bailey, as Maker, and KRM, as Payee, executed a
Third Renewal Promissory Note (“Note”).
3. On April 4, 2023, KRM foreclosed its First Lien Deed of Trust on various

properties that had been pledged by Bailey as collatera for repayment of the Note.



4, After applying the proceeds of the sale to Bailey’s indebtedness to KRM, as of
May 5, 2023, Bailey owed KRM $2,194,582.40 principal, $42,328.00 interest with interest
accruing at the rate of $962.00 per day.

5. By demand letter dated November 13, 2020, KRM made demand upon Bailey to
pay to KRM the indebtedness that Bailey owed to KRM pursuant to the Note.

6. Bailey has not paid the indebtedness.

7. All conditions precedent to KRM’s right to enforce the terms of the Note have
been performed or have occurred.

Summary Judgment Evidence

8. KRM’s summary judgment evidence consists of a true and correct copy of the
Note which is attached to the Declaration of Kenneth R. Melber, President of KRM, which is
attached hereto as Exhibit A. KRM’s summary judgment evidence also includes the Declaration
of Robert J. Kruckemeyer, attorney for KRM, which is attached hereto as Exhibit B. The
summary judgment evidence attached to this Motion proves the following:

9. That on or about August 1, 2019, that KRM, as Payee, loaned Bailey, as Maker,
the principa amount of $3,006,129.82, pursuant to the Note.

10.  That the maturity date on the Note was November 1, 2020.

11.  That the Note has not been paid as agreed and therefore the Note isin default.

12.  That by letter dated November 13, 2020, KRM demanded that Bailey make the
past due payments on or before 3:00 P.M., Houston time on Friday, November 23, 2020. Bailey
did not make the payment as demanded.

13. That on April 4, 2023, KRM foreclosed its security interest in properties that
Bailey had pledged to secure the repayment of the Note.

14.  That at the foreclosure sale, KRM recovered $2,850,000.00 which was applied to



property taxes, late fees, interest and principa reduction. After paying the property taxes, late fees
and interest the principal due on the Note was reduced in the amount of $811,547.42.

15.  That Bailey defaulted on his obligation to make payments to KRM under the terms
of the Note.

16.  That because of Bailey’s failure to pay the Note, KRM has been required to hire
Robert J. Kruckemeyer to assist it in collecting the indebtedness owed to KRM.

17.  That, demand having been made, KRM is entitled to recover its reasonable and
necessary attorneys’' fees herein pursuant to Tex. Civ. Prac. & Rem. Code § 38.001 et seq.

18. That KRM has incurred reasonable and necessary attorneys fees in the amount of
$7,500.00.

ARGUMENT AND AUTHORITIES

A. Standard for Granting Summary Judgment

19. KRM seeks affirmative relief against Bailey. For KRM to obtain summary
judgment on its claims for affirmative relief, KRM must show that there are no genuine issues of
material fact and that it is entitled to summary judgment as a matter of law. In deciding whether
there is a disputed material fact issue, evidence favorable to the non-movant will be taken as true.
Further, every reasonable inference must be indulged in favor of the non-movant and any doubts
resolved in its favor. Nixon v. Mr. Property Management Company, Inc., 690 S.W. 2d 546 (Tex.
1985). KRM has brought causes of action against Bailey for breach of contract and attorneys

fees.

B. KRM's Claims Against Defendant

1. Breach of Contract




20.  Torecover on its cause of action for breach of contract against Bailey, KRM must

prove the following:

Q) The existence of avalid contract;

2 That Plaintiff performed or tendered performance;

(©)) That Defendant breached the contract; and

4 That Plaintiff was damaged as aresult.
Southwell v. University of the Incarnate Word, 974 SW. 2d 351 (Tex. App.— San Antonio 1998,
pet denied).

21. KRM has submitted summary judgment evidence conclusively establishing each of
these elements. KRM has submitted the Declaration of Kenneth R. Melber, the President of
KRM. Mr. Melber's Declaration establishes the existence of the Note, the amounts KRM
recovered from the foreclosure of the pledged collateral, and the amounts currently due from
Bailey to KRM pursuant to the Note. In addition, KRM has submitted the Declaration of Robert J.
Kruckemeyer, attorney for the KRM. Attached to the Declaration of Mr. Kruckemeyer is the
demand letter sent to the Defendant.

22.  Accordingly, KRM has proved al elements of its cause of action against Bailey for
breach of contract and KRM is entitled to judgment as a matter of law.

2. Attorneys Fees

23. KRM is entitled to recover its attorneys fees because it has proved its entitlement
to recovery on its breach of contract claim. Tex. Civ. Prac. & Rem. Code § 38.001 et seq. By
letter dated November 13, 2020, demand was made upon Bailey to pay the amounts due and
owing to KRM. The Declaration of Mr. Kruckemeyer establishes the following:

A. Because of Bailey’s breach of contract, KRM has been required to hire Robert
J. Kruckemeyer to assist it in collecting the indebtedness owed to KRM by Bailey;



B. Demand having been made, KRM is entitled to recover its reasonable and

necessary attorneys’ fees herein pursuant to Tex. Civ. Prac. & Rem. Code §38.001

et seq.; and

C. KRM has incurred reasonable and necessary attorneys fees in the amount of

$7,500.00 through summary judgment, it will incur additiona attorneys fees of

$25,000.00 should the Defendant appeal the judgment to the Court of Appeals and

the appeal is unsuccessful, and that KRM will incur further attorneys fees of

$25,000.00 should the Defendant appeal the Court of Appeals opinion to the Texas

Supreme Court and that appeal is unsuccessful.

24. KRM has proved al elements of its cause of action against Bailey for attorneys
fees and is entitled to judgment as a matter of law.

INTEREST

25.  The Note alows KRM to charge interest at the rate of 18% per annum on all
amounts owed post maturity. Section 304.002 of the Texas Finance Code entitled, Judgment
Interest Rate: Interest Rate or Time Price Differential in Contract, reads as follows:

A money judgment of a court of this state on a contract that provides for interest or
time price differential earns post-judgment interest at arate equal to the lesser of:

(1) the rate specified in the contract, which may be avariable rate; or
(2) 18 percent ayear.
Accordingly, KRM isentitled to post-judgment interest at the rate of 18% per annum.

CONCLUSION

Accordingly, KRM requests that the Court enter an interlocutory summary judgment in its
behalf on KRM’s causes of action for breach of contract and attorneys’ fees and that KRM have
and recover judgment against Bailey asfollows:

1 The outstanding amount of principal due under the terms of the Note which is
$2,194,582.40 principal plus outstanding interest in the amount of $42,328.00 from April 4, 2023,
through May 18, 2023.

2. Prejudgment interest on the Note in the amount of $962.00 per day from May 18,



2023, until the date of judgment;

3. Post judgment interest at the rate of 18% per annum;

4. Cost of suit;

5. Attorneys fees in the sum of $7,500.00 through the granting of the summary
judgment; in the event an appeal to the Court of Appealsis made but is unsuccessful, reasonable
attorney’s fees would be an additional $25,000.00; in the event an appeal is made to the Texas
Supreme Court is made but is unsuccessful, reasonable attorney’s fees would be an additional

$25,000.00, and

6. Such other and further relief to which the KRM may be justly entitled.

Respectfully submitted,

/S/_Raobert J. Kruckemeyer
Robert J. Kruckemeyer
State Bar No. 11735700
244 Malone Street
Houston, Texas 77007

Ph: (713) 600-7574

Fax: (713) 600-7579
Email: Bob@kruckemeyerlaw.com

ATTORNEY S FOR PLAINTIFF,
KRM INVESTMENTS, INC.

CERTIFICATE OF SERVICE

| hereby certify that a true and correct copy of the foregoing Plaintiff’'s Motion for
I nterlocutory Summary Judgment has been sent to all counsel of record by electronic service,
certified mail, return receipt requested, facsimile, and/or hand delivery, on this the 18" day of
May, 2023.

/S/_Rabert J. Kruckemeyer
Robert J. Kruckemeyer
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CAUSE NO. 2021-26090

KRM INVESTMENTS, INC., IN THE DISTRICT COURT OF
Plaintift,
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DECTARATION OF KENNETH R. MELLBER

My name is Kenneth Melber, my date of birth is April 10, 1943, and my address is 8681
Louetta Road, Suite 220, Spring, Texas 77379 USA.

I am President of KRM Investments, Inc. (“KRM™), and in that capacity, I act as the
Custodian of Records with respect to F. Kenneth Bailey’s (“Bailey™) indebtedness to KRM. I am
authorized on behalf of KRM to make this declaration, and every statement contained herein is
within my personal knowledge and true and correct.

On or about August 1, 2019, Bailey, as Maker, and KRM, as Payee, executed a Third
Renewal Promissory Note (“Note™). A true and correct copy of the Note is attached hereto as
Exhibit 1.

The maturity date on the Note was November 1, 2020.

The Note has not been paid as agreed and therefore the Note is in default.

By letter dated November 13, 2020, KRM demanded that Bailey make the past due
payments on or before 3:00 P.M., Houston time on Friday, November 23, 2020. Bailey did not
make the payment as demanded.

On April 4, 2023, KRM foreclosed its First Lien Deed of Trust on various properties that



had been pledged by Bailey as collateral for repayment of the Note.

After applying the proceeds of the sale to Bailey’s indebtedness to KRM, as of May 18,
2023, Bailey owed KRM $2,194,582.40 principal, $42,328.00 interest with interest accruing at
the rate of $962.00 per day.

Bailey has not paid the indebtedness.

| declare under penalty of perjury that the facts stated herein are within my personal
knowledge and are true and correct,

Executed in Harris County, Texas, on May 18, 2023.

KRM INVESTMENTS, INC.

R [P
Kenneth R. Melber
President
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THIRD RENEWAL
RY NOTE

$3,006,129.82 August1,2019

FOR VALUE RECEIVED, F. KENNETH BAILEY, JR. (the “Maker”"}, whose address
is 5555 San Felipe St., Suite 900, Houston, Texas 77056 (jointly and severally if more
than one) promises to pay to the order of KRM INVESTMENTS, INC. (the “Payee”) at
8681 Louetta Rd., Suite 220, Spring, Texas 77379, the principal amount of THREE
MILLION SIX THOUSAND ONE HUNDRED TWENTY-NINE AND 82/100 DOLLARS
($3,006,129.82), together with interest on the unpaid principal balance hereof from
time to time outstanding until maturity at the rate of sixteen percent (16%) per annum
{(hereafter referred to as the “Stated Rate”); provided further, however, that in no event
shall interest on this Note ever be charged or paid at a rate greater than the maximum
nonusurious rate permitted by applicable federal or Texas law from time te time in
effect, whichever shall permit the higher lawful rate (the “Highe ! Rate”). If at
any time or times the Stated Rate would exceed the Hzghest Lawful Rat:e but for the
limitation in the preceding sentence, interest shall thereafter accrue on the unpaid
balance hereof at the Highest Lawful Rate until the total amount of interest accrued on
the unpaid balance hereof shall equal the amount of interest which would have accrued
if the Stated Rate had at all times been in effect at which time the interest rate hereon
shall return to and accrue at the Stated Rate unless the Stated Rate is greater than the
maximum nonusurious rate permitted by applicable federal or Texas law.

If at maturity or final payment of this Note the total amount of interest paid or
accrued under the foregoing provisions is less than the total amount of interest which
would have accrued if a varying rate per annum equal to the Stated Rate had at all times
been in effect, then Maker agrees to pay to Payee, an amount equal to the difference
between (a) the lesser of (i) the amount of interest which would have accrued on this
Note if the Highest Lawful Rate had at all times been in effect, or (ii) the amount of
interest which would have accrued if a varying rate per annum equal to the Stated Rate
had at all times been in effect, and {b) the amount of interest accrued in accordance
with the other provisions of this Note.

Interest hereon shall be computed on the basis of a 365- or 366-day year, as
applicable. At all such times, if any, as Chapter 303 of the Texas Finance Code
(“Chapter 303”) shall establish the Highest Lawful Rate, the Highest Lawful Rate shall
be the “highest rate ceiling” (as defined in Chapter 303) from time to time in effect; but
Payee may from time to time, as to current and future balances, implement any other
ceiling under Chapter 303, and/or revise the index, formula or provision of law used to
compute the Highest Lawful Rate on this Note by notice to Maker, if and to the extent
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permitted by, and in the manner provided in, Chapter 303. All calculations of interest at
the Highest Lawful Rate shall be made on the basis of a 365 or 366 day year, as
applicable.

Because of the possibility of irregular periodic balances of principal, premature
payment, and the variable nature of the interest rate, the total interest that will accrue
on this Note cannot be determined in advance. Payee does not intend to charge or
collect usurious interest, and to prevent such an occurrence, Payee will, at the Maturity
Date, or at the time payment is demanded by the Payee, determine the total amount of
interest that can lawfully be charged or collected by applying the Highest Lawful Rate of
interest to the full periodic balances of principal for the period each is outstanding and
unpaid and compare such amount with the total interest that has accrued under the
terms of this Note, and, if necessary, to prevent usury, reduce the total amount of
interest payable by Maker to the lesser amount. If, for any reason whatever, the interest
paid on this Note shall exceed the Highest Lawful Rate, the holder of this Note shall
refund to the payor or, at the option of such holder, credit on the principal hereof such
portion of said interest as may be necessary to cause the interest paid on this Note to
equal the Highest Lawful Rate and no more. In no event shall the Maker, its successors
and assigns, be liable to pay any amount of interest on this Note which is in excess of
the Highest Lawful Rate. All sums paid or agreed to be paid to the holder or holders
hereof for the use, forbearance or detention of the indebtedness evidenced hereby shall,
to the extent permitted by applicable federal or Texas law, be amortized, prorated,
allocated and spread throughout the full term of this Note.

Notwithstanding any term or provision of this Note to the contrary, Maker
confirms to Payee that neither Maker nor its legal counsel, if any, is aware that this
Note, or the transaction in connection which this Note was issued, is or maybe usurious
in any respect. To induce Payee to make the loan evidenced by this Note, Maker agrees
with and covenants to Payee that if at any time Maker believes or discovers that any
term or provision of this Note or any action taken by Payee in connection with Note is
or may be in violation of the usury laws or any other applicable law, Maker will
immediately give notice to Payee specifying with particularity the nature and extent of
any such potential violation of the usury laws or any other applicable law, and afford to
Payee a reasonable period {which in no event will be less than sixty (60) days) within
which to cure same. Maker agrees with and covenants to Payee that in no instance will
Maker make any claim, bring any suit, prosecute or otherwise assert any cause of
action, claim, counterclaim, or defense in respect of any violation of the usury laws or
any other applicable law, unless, as a condition precedent thereto, Maker has given to
Payee such notice and afforded to Payee such opportunity to cure as provided herein.
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Maker may at any time pay the full amount or any part of this Note without the
payment of any premium or fee. All payments and prepayments hereon shall be applied
first to accrued interest, with the balance to principal in inverse order of maturity.

Interest on the outstanding principal balance of this Note shall be due and
payable monthly, as it accrues, commencing on November 1, 2019 and continuing on
the first (1st) day of each month thereafter until the Maturity Date. The outstanding
principal balance of this Note, together with any accrued and unpaid interest, shall be
due and payable in full on November 1, 2020 (the "Maturity Date”).

Payments which are more than ten (10} days past due shall incur a late charge (a
“Late Charge”) of five percent (5%) of the payment amount. All past due principal of
and interest on this Note shall bear interest at the Highest Lawful Rate; provided,
however, that if applicable law does not establish a Highest Lawful Rate then all past
due principal hereof and accrued interest hereon shall bear interest at the rate of
eighteen percent (18%]) per annum

In addition to all principal and accrued interest on this Note, Maker agrees to pay
(a) all reasonable costs and expenses incurred by all owners and holders of this Note in
collecting this Note through reorganization, bankruptcy or any other proceedings and
(b) reasonable attorneys' fees when and if this Note is placed in the hands of any
attorney for collection.

Any check, draft, money order or other instrument given in payment of all or any
portion hereof may be accepted by the holder hereof and handled in collection in the
customary manner, but the same shall not constitute payment hereunder or diminish
any rights of the holder hereof except to the extent that actual cash proceeds of such
instrument are unconditionally received by the holder and applied to this indebtedness
in the manner elsewhere herein pravided.

If the date for any payment or prepayment hereunder falls on a day which is not
a Business Day, then for all purposes of this Note (excluding the computation of interest
due which shall be computed as of the recited due date), the same shall be deemed to
have fallen on the next following Business Day.

Any of the following events shall be considered an “Event of Default” as that
term is used herein:

(a) Default is made in the payment or prepayment when due of any
installment of principal or interest hereon;
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(b)

(c)

(d)

(e)

(f)

Any representation or warranty made in the security agreements which
secure payment hereof proves to have been incorrect as of the date when
made or deemed made;

Default is made in the due ohservance or performance in any material
respect by the Maker or any guarantor of any of the covenants or
agreements contained herein or any document, instrument or agreement
securing payment hereof;

An involuntary case or other proceeding shall be commenced against the
Maker or any guarantor which seeks liquidation, reorganization or other
relief with respect to the Maker's or guarantor's debts or other liabilities
under any bankruptcy, insolvency or similar law now or hereafter in effect
or seeking the appointment of a trustee, receiver, liquidator, custodian or
other similar official for any substantial part of the property of the Maker
or guarantor and such involuntary case or other proceeding shall remain
undismissed or unstayed for a period of thirty (30) days after actual
notice to the Maker or guarantor, as applicable of the commencement of
such proceeding;

Should the Maker or guarantor commence a voluntary case or other
proceeding seeking liquidation, reorganization or other similar relief with
respect to itself or its debts or other liabilities under any bankruptcy,
insolvency or similar law now or hereafter in effect or seeking the
appointment of a trustee, receiver, liquidator, custodian or other similar
official or if the Maker or guarantor shall make a general assignment for
the benefit of its creditors or shall fail generally to pay its debts as they
become due; or

Should the Maker or guarantor fail within thirty (30) days to bond, pay or
otherwise discharge any judgment or order for payment of money in
excess of $25,000.00 that is not otherwise being satisfied in accordance
with its terms and is not stayed on appeal or otherwise being
appropriately contested in good faith.

It is understood and agreed that time is of the essence of this Note and that on

default in the payment of any installment of principal or interest, or any part thereof
when due, or upon the occurrence of an Event of Default, then, the holder hereof, at its
or his sole option, may: accelerate the unpaid balance of the principal and all accrued
interest due and declare the same due and payable immediately without presentment
or demand for payment of any past due installment of principal or interest or of any
remaining unpaid balance of principal or interest and without notice of intent to
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accelerate the payment of the unpaid balance of the principal or all accrued interest due
under the terms of this Note, Failure of the holder to exercise its option to accelerate
the maturity of this Note shall not constitute a waiver of its right to exercise the same at
any other time.

If an Event of Default should occur, Maker and all endorsers, guarantors and
sureties severally waive notice of any kind (including, but not limited to, notice of
dishonor, notice of protest, notice of intent to accelerate and notice of acceleration),
demand, presentment for payment, protest in the filing of suit hereon for the purpose of
fixing liability and consent that the time for payment hereof may be extended and re-
extended from time to time without notice to them or any of them, and severally agree
that his, her or its liability on or with respect to this Note shall not be affected by any
release or change in any security at any time existing nor by the failure to perfect or
maintain perfection of any security interest in said security nor by the release of any
party primarily or secondarily liable hereon.

Maker warrants and represents to Payee and to all other owners and/or holders
of any indebtedness evidenced hereby that (a) all loans evidenced by this Note are and
shall be “business loans” as such term is used in the Depository Institutions
Deregulation and Monetary Control Act of 1980, as amended, and (b) such loans are for
business, commercial, investment or other similar purposes and not primarily for
personal, family, household or agricultural use, as such terms are used in Chapter One.

This Note shall be deemed to be a contract made under the laws of the State of
Texas and (except as provided hereinabove with regard to the applicability of federal
law} shall be governed by and construed in accordance with such laws.

This Note (the “Third Renewal Note”) is given as a renewal, extension,
modification and rearrangement of, but not as a novatien of or as a substitution for, the
sums left due and owing by the Maker to the Payee pursuant to the terms of that.one
certain Line of Credit Promissory Note dated June 28, 2011, in the original principal
amount of ONE MILLION SEVEN HUNDRED TWENTY THOUSAND AND NO/100
DOLLARS ($1,720,000.00), executed by F. KENNETH BAILEY, JR., as Maker, made
payable to the order of TIM CAREY, as Payee, pursuant to the terms and conditions
therein provided (the “Qriginal Note"). The outstanding balance of the Original Note as
of July 31, 2019 is principal of TWO MILLION THREE HUNDRED EIGHTY-SEVEN
THOUSAND FOUR HUNDRED SIXTY-FOUR AND 22/100 ($2,387,464.22) and
accrued and unpaid interest of SIX HUNDRED EIGHTEEN THOUSAND SIX HUNDRED
SIXTY-FIVE AND 60/100 DOLLARS ($618,665.60) as of July 31, 2019 which the
Maker hereby acknowledges and agrees to pay.
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The Original Note is additionally secured by those certain Guaranty Agreements
dated executed by BAILEY FOUR CANYON RANCH PROPERTIES, LTD. and
WILLIAM C. PADON in favor of Original Lender (the “Guaranties”).

Said Original Note is also secured by a Deed of Trust and Security Agreement
(“Deed of Trust") executed by BAILEY FOUR CANYON RANCH PROPERTIES, LTD. for
the benefit of the Original Lender securing payment of the Original Note recorded on
July 6, 2011 in the Official Public Records of Tyler County, Texas under County Clerk’s
File No.11 2778 covering the property more particularly described on Exhibit “A”
attached hereto and made part hereof (“Mortgaged Property”).

The Original Note, Guaranties and Deed of Trust were transferred and assigned
effective November 6, 2013 from TIM CAREY (the “Original Lender”}, as Assignor, to
KRM INVESTMENTS, INC. (the “Lender”), as Assignee, and are evidenced by that
certain Transfer of Note and Lien dated effective November 6, 2013 recorded in the
Official Public Records of Tyler County, Texas under County Clerk's File No. 14 0846,
The Original Note was endorsed by the Original Lender to the order of the Lender
affective November 6, 2013.

The Original Note was renewed by that certain instrument captioned First
Renewal, Extension and Modification of Note and Deed of Trust dated effective
October 1, 2015 by and among F.KENNETH BAILEY and BAILEY FOUR CANYON
RANCH PROPERTIES, LTD., a Texas limited partnership and KRM INVESTMENTS,
INC. recorded on October 16, 2015 in the Official Public Records of Tyler County, Texas
under County Clerk’s File No. 15-4281 (Vol 1134, Pg. 602 et seq.) (the “First Renewal
Note'}.

The Original Note was again renewed by that certain instrument captioned
Second Renewal, Extension and Modification of Note and Deed of Trust dated effective
April 15, 2016 by and among F.KENNETH BAILEY and BAILEY FOUR CANYON
RANCH PROPERTIES, LTD., a Texas limited partnership and KRM INVESTMENTS,
INC. recorded on May 12, 2016 in the Official Public Records of Tyler County, Texas
under County Clerk’s File No. 16-1353 (Vol 1134, Pg. 602 et seq.) (the “Second Renewal
Note").

KRM INVESTMENTS, INC. is the current owner and holder of the Original Note
and the liens securing the Original Note.

This “Third Renewal Note” is entitled to all of the benefits, guaranties, security
interests and liens securing payment of the Original Note, the First Renewal Note and
the Second Renewal Note. The Original Note is hereby acknowledged by the Maker
hereof to be a valid and binding obligation enforceable in accordance with its respective
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terms. The holder of this Third Renewal Note is expressly subrogated to all rights,
titles, powers, equities, guaranties, security interests, liens and estates which accrue to
the benefit of the Original Note, the First Renewal Note and the Second Renewal Note
including the Deed of Trust lien against the Mortgaged Property. Should an Event of
Default occur suit may be brought directly on this Third Renewal Note without the
necessity of producing the Original Note, Exhibit "B” attached hereto and incorporated
herein is hereby acknowledged by the Maker to be a true and correct copy of the
Original Note and the Maker agrees that this copy is enforceable as an original
obligation against the Maker. Payee may bring suit directly on this Third Renewal Note
as evidence of Maker’s obligation to pay.

EXECUTED this May of S;$ feabesr - 2019. EFFECTIVE August i,
2019.

MAKER:

Mnﬁm

F. KENNETH BAILEY, JR.

THE STATE OF TEXAS  §

§
COUNTY OF HARRIS §

This Z?fxnt was acknowledged before me on the AD day of
M /, 2019 by F. KENNETH BAILEY, JR.
MO MOLLY T RGUYEN | /

Notary ID #11620463 | / / /w/ ) // L/

w My Commission Expires | /
May 15, 2023 Nota/ry ubh'é/m angf for
S : The/State of Texas

$3,006,129.82
Third Renewal Promissory Note
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Exhibit “A”

Tract Ones Being the Sonth 46,17 acre tract, snd beling 46.17 neves of land, more or less, out of » ealied 108.2 acrs
tract (found by resurvey o contain 111.42 acres) in the L Guunt Snevey, Abatract No. 297, Tyler County, Texas. The
said 46.17 acres of Jand, more or less, being more particularly described by metes and bounds In Exhibil "A" attached

hereto sad incorporated herein for sl purposes,

Tract Two: Being the North 46.17 acre tract, and being 46.17 acres of land, more or less, out of a ealled 1051 scre
tract (found by resurvey to contuin 111.42 gcres) in the I Grunt Survey, Absiract No. 197, Tyler County, Texns. The
said 46,17 seres of land, more or less, belng more particulsrly described by metes snd bonnds In Exhibit “B" atisched

hereto apd incorporated herein for all purposes,

Tract Three: Field notes of % 276,27 acre tract of Iand in the [, Gaunt Survey, Abstract No. 297, and the T. C, Holt
Survey, Abstract No. 349, Tyler County, Texas, and being all of a calied 1.62, 17.46 2nd a called 54,8 acre tract, and

2l of a called 191.4 acre tract. Sald 276.22 mcres of land, more or less, being more particularly described by metes and
bounds iz Exhibit "C* atisched bereto and Incorporsted herein for sii purposes.

Tract Foar: Being two (2) tracts of land, as follows; Tract 1, being 69 acres of land, more or fess, cut of snd & part of
the T. . Holt Survey, Abstract 349, Tyler County, Texas, and Tract 2, belng 11.891 acres of land, more or fess, out of
and a part of the C. G, Crenshaw Survey, Abstract No. 187, Tyler County, Texas. The said 69 acres of land, more or
less, and the sald 11.821 acres of land, more or less, being more particularly deseribed by metes and bounds in Exbibit
"D" attuched hereto mud incorporated hereln for all purposes.

-
L
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Exhibit “A”
IRACT I: (46,17 Acres South Tract) \
BEING & 46.17 scre tract of land, out of a called 108,2 acre tract, (found by re-

survay to aontain 111.42 seres) in the 1. Gaunt Survey, Abstract No. 297, Tyler
County, Tewas, the said 86.17 sare tradt, being desoribed as follews:

\

BECINRING at a 2* Ironm Plps at the Southwest cormer of !thn Gaunt smy, £rom
which a Pine Stump bears N, '41 deg. 00 win. E 13.50 feet.

THENCE K 02 deg. 16 oin. 43 ses., B along and with the West line of the Caunt

Suzvey, 1370,38 fest to a conorete momyment, for oorner in the zenter of the

beginning of & 50.00 faet wide Road Ramenunt, froo which 4 10" Pine dears N 75

g?éoﬁg win, § 1.30 feet, and a 11" Black Jack Oak bears § 40 deg, 00 min, B
i aut,

TRENCE § 87 deg. 21 mdn, 00 Sec. E slong and with the center of sald Easement,
1461.62 fasr to & consrets monument, for corner at the End of szame, io the Wast
lins of a 17.46 acre tracr, from wvhich a 16* Pin Oak bears South 17,20 faeeg, and
& 8" Red OCak bears W 35 deg. 00 min, E 27.00 feer. =

THENCL S 02 deg. 16 min, A3 sec, ¥ slong and with the West line of the 17.46 asre
tract, 1381.30 feet to a conicreta moviusant, at the Southwest coruer of zame, in
the South line of the Caumt Jurvey, fres vhieh 4 13® Pine bears W 03 dog. 10 min.
W 36.30 fest, and & 15" Pine bears N 46 deg. 30 min. B 30.00 fest,

THERCL N 86 deg. 35 min. 18 sec. W along and with the said South lLine, 1461.73
feet to the place of BEGINNIRG containlng 46.17 acres of land, of which 0.84 of
& acyw is in the above nentioned Xoad Ezsenent. i .

TOGETHER with thet certsin 30' readway sasement desoribad in Exbibit "C® of the
Agresd Judgment to Fartition Real Froperty filed for record in the office of the
Discrict Clerk of Tyler County, Texas, under Cause NHo. 10,083 and such causs
being styled: SIDNEY JACK MARTINDALE, JR., BT AL V8. GILBERT WRIGHT, TOCUETHER
vith any and all other essements of record wvhich grant scoess to and from a
public roadway in vegard to the subjest property. :

Exhibit “A” to

$3,000,129.82

Third Renewal Promissory Note
Page 2 of 6



Exhibit “B"

IRACT L. (46.17 Acres North Tract)

BEING a 46.17 acre tract of land out of a called 103.2 acre tract (found by Fe-
Survey to contsin 111,42 acres) (n the I. Gaunt Survay, Abstract No. 297, Tylex
County Texas, the said 46.17 acre tracr, being descrided &s follows:

BEGINNING at & 2° Iron Fipe st the Northwast corner of the Gaunt Survey, from
vhich 2 Pine Stump bears § 60 deg. 30 min. I 23.00 feetr, ’

THENCE § 02 deg. 16 min. 43 sec. W along and with the West 1ine of the sald Caunt
Survey, 1370.38 fest, to a concyrats monument for cornmer, in the center of the
baginning of & 50.00 fest wide Road Basement, from which & 10" Pine bears N 7

deg. 00 min. £ 1.30 feet, and & 11* Blagk Jack Oak bears § 40 dog. 00 min, B
31.80 feer,

THENCE 8 87 deg. 21 min. D0 sec. B along and with the center of sald Zssemant,
1461.62 fest to & concrats wonupent, for corner at the End of same, in the Vest
line of & 17,46 acre traot, from which a 16" Fin Qak besars South 17.20 feet and
& 8" Red Oak bears N 35 deg. 00 min. E 27.00 faet. “

THENCE N 02 deg. 16 min. 43 sec. % along and vith the West line of the 17.44 acre
tract, 1381,30 feet to a conorete monuaent, at the Northwest corner of ssme, in
the North line of the Gaunt Survey, from which a 11" Hickory bears § 53 deg. 30
min. ¥ 10.10 feet, and a 11" White Oak bears § 03 deg. 00 min. W 12,60 feet,

THENCE N 87 deg. 46 min 41 sec. ¥ along and vith the said North 1line, 1461.59
fesc, the place of BEGINNING containing 46.17 acres of land of wvbich 0.84 of a
4cra 15 in the above mentioned Road Zasument.

TOGETHIR WITH A 50° ROAD AND DRIVEWAY EASENENT ACROSS THE FOLLOWING DESCRIBED
TRACT III FTOR ACCESS TO TRACTS ] AND I ABOVE.
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Exhibit “C"

IBACT 111. )

FIELD NOTES of . &4 276.22 wcre tract, of land ip the I. Gaunt Survey
Abstract No, 297, and the T. €, Holt Survey, Abstract No. .349,
Tyler County Texas, said 276.22 acre tract being all of a 1,62,
17.46, and a called 54.8 acre tract, in the I. Gaunt Survey, and
being all of & called 191.4 acre tract, more or less in the T. c. '
Holt Survay, belng tha same traskts conveyed to Lonnie Bee Grissom,
by Deaeds Recorded in Volume 445, Page 93 &t seq, Volume 456, Page
634 et seg, and Volume 437, Page 432, et seq, of the Tyler County
Deed Racords, and being described as one tract, contalning 276.22
acres of land, as fpllovs to-wit: . ¢

BEGINNING at & Icron Axle at the Southwest corner of the above
mentioned 191.4 agre tract, same being the moat Westerly Southwest
corner of the T. €, HOlt Survey, the Northwest corner ¢2 the L. G.
McGoughey Survey, Absiract No. 461, and in the Bas: line of the

7. €. Mann Survey, Abstract Ne. 1042. :
THENCE N 031°26°00"E along and with the most Southerly West line of
the sald 151.4 acre tract, and the most Westerly West line of the
said Holt Survey, and the East line of the said Mann Survey,
B45.56 feer to a Concrets Monument, at a Northwest and Northeast
corner 0! same, in the South line of the said Gaunt Survey, at

the Southsast cornar. of the above mentioned 1.62 acre tract and
the Southwest corngr of the said 54.8 ascre tract from which a 15"
Hickory bears 3 73700'E 13.89 faet.
THENCE & 88°5%'18°W with the South line of the said Gaunt Survey,
and the North line of the said Mann Survey, and the South line of
the said 1,62 acres tract, at 19.87 feet pass the Scuthwest corner
of the said 1.62 acre tract, and the Southeast corner of the said
17.46 acre tract, and at a total discance of 234.72 feet to &
Concrete Monument, 2t the Southwust cornar of the sald 17.46 acre
tract from whicg 4 13" Pine bears N 03710°'W 36,50 feet, and a 18"
Pine bears N 46730'E 30.00 feet. : i
THENCE N 60Y16'43"E along and with the West line of the said 17.46
Bore tract, 2762.60 feet to a Concrete Monumant, 2t the Nocthwest
corner of same, in the most Northerly North line 8£ the said
Gaunt Survey, from which a 11* Hickory bears 5 52 30'W 10.10 feet,
and a 11" White Oak bears 8 03700'% 1¢.60 feet.

THENGE 5 89°46'41"E along and with the North line of the sald 17.46
acre-tract, and ths most Northerly North line of the said Gaunt
Survey, 299.49% feet to a Iron Pipe at the Hortheast and most
Northerly Nectheast oorner of same in the West line of the C. G,
Crenshaw Syrvey, Abdtract No., 187, from which a 14" White Oak

bears N 11¥27'W 33.60 feet, and a 7" Sweet Gum be&rs N 54 42'W

13.%5 feetr.

Exhibit "A” to

$3,006,129.82

Third Renewal Promissory Note
Page 4 of 6



THENCE S 01°11'16"E slong amd with the East line of the said 17.46
acre tragt, and the most Northesly Fast line of the szid Gaunt
Survey, and the Wast line of ‘the swxid Crenshaw Survey, 285.%5 feat

to a Concrete Monument, at a Angle corner, a "BLL" corner and
Southwest corner of same, and the Northwest corner otothc said

54.8 acre trpct, from whiahea_7? Sweet Gum bears 8 41730'W 13.90
feet, & 1€" Pine bears N 67 30'E 28.70 feet, a 15" Sgtet Gum baacs

8 33730°F 31.20 feet, and & 14" Sweet Gum bears ¥ 46"45'W B.B% feet,"

THENCE S 89°12746"F along and with the North line of the said
54.8 acre tract, same being the most Southerly North line of the
said Gaunt Survey, and the Soyth line of the said Ccenshaw Survey
at 969,44 feet pass ths Northezat gornec of the said 54.8 zcre
tract, same being WNorthwest corner of the gaid 131.4 acre tract,
and the mdst Southerly Northeast corner of the said Caunt Survey,
and & Northwest corner of the said Holt Bupvey,and at a total
distance of 2652.%6 feat Tty a Concrete Mongmoné, at the Bouthesast
corner of the sald Crenshaw Burvey, and a "BLLY coraer of the said
Holt Survey, and the Southwest corner of the P. W. Boykin 63.acre
tract, : : '

THENCE N §8°l$“3?*! along and with a South lina of the saild 6%
acts tract, and continuing with. the NHorth line of the said 151.4
acre traot, $53.32 feet to a Iron Rod at & “BLL® corner .and the
Northeast corner bf same. \

THENCE § 02°06'20"2 along and with a East line of the said 191.4
acre tract, and a Weat line of the sald 69 acre tract, at 1191.67
feat cross tha centar of a County Maintained Graded Road and at

a2 total distance 0f 1413.8% Fest to & Izon Rod &t a Scutheast
cornar of the aald 191.4 acre tract, same being & "ELL" corner of
the P. W, Boykin 595.4 acre tract. .

THENCE N 89°54'29"W along and'with a South line of the sald 1814
dcte tract and a North line of the said 595.4 acre tract, at

141" Zest cross the center of the sald Craded Road, and at a
total distance of 243.26 feet to a Iron .Rod at & “ELL" corner
and & Northweskt corner of same, from which & 24" Red Oak bears
North 5.56 feat.

THENCE 5 00°13'39"E along #nd with a East line of the said 191.4
acre tract, and a West line of the said 595.4 acre tract, at
1233' feet crosa the canter of & Gulf States Utilicles Co. Power
Line Right of Way, and at a total distance of 1870.07 feet to a
Iron Rod at the Sdouthenst corner of the said 131.4 acre tract,
and & Southwest corner of the said 595.4¢ acre tract, in the moszt
Norcherly South line of the said Rolt Survey.

THENCE N B87°48°'00°W along and with the South line of the said
131.4 acre tract, same being the most Northerly South line of the
said Holt Survey, at 985' feet cross the center of the said Power
Line, Right of Way, and 2t a total distance of 3464.13 feet to
the place of. BEGINNING containing 276.22 acres of land, of which
74.32 acres-lie within the sald Gaunt Survey, and 201.90 acres
lis within the said Holt Survey,.
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Exhibit “D”
T v

TRAC‘F #1:
Baing a partof the T, C. Holt Survey, Abstract 348 In Tyler County, Texas and being 89 acres, more or
less, cascribed as foflows: y

BEGINNING at a comer of the Wast side of Twin Lake Road on the South side of J. M, Andarson Survey
and 234 vrs Wast of the Southsaast corner of sald survey; .

THENCE in a southwesterty direction with sald Twin Lake Road to a staks on the Eastline cfthe E, A,
Flatcher tract;

THENCE North 2° W with the Eastiine of the sald Flatcher trect 468 vis 15 & stake for comar;
THENCE West at 181 vrs to tha Esst edge of pond in all 333 vrs {0 comar;
THENCE North 58?' vrs to & stake at the orginal Northwest comer of sald Holt Survay;

THENCE East at 114 vrs to Mill Creek at 742 vrg 1o the PLACE OF BEGINNING, containing 69 acres,
mora or less,

TRACT #2;
Being @ part of the C. G. Crenshaw Survey, Abstract No 187, Tyler County, Texas, describad as follows:

BEGINNING at a concrete monument for the SE comer of sald C. G. Cranshaw Survey, asld monument
has a metal disk In top stamped "S.E. Cor C G Crenshaw - Kirby" from which a 7° whits bay brs N 20° 48
vrs, a 5" tupelo gum brs N 23* 00'W 5.73 vrs, an 11* tupeio gum brs S 687° 25' W B.2 vre, and a 9" tupsio
gumbrs S 5° 12' W B.0 vrs;

THENGE N 89* 45' 02" W along and with S line of said C. G. Crenshaw Survey 212.92 vrs to 8 comer
moriument with matal disk In top atamped "C G Cranshaw - Kirby™ from which & 14" beech brg 8 74* 10'
W 1.7 vrs and 8 20 red oak bra N 44* 10' E 10,8 vrs;

THENCE slong and with meanders of a fence as follows:
1. N 14* 04' E 52.0 vrs to a concrete monument with metal disk in top stampad "C O Cranshaw -
Kirby" from which @ 22" red oak brs S 47* 28' W 7.85 vrs and & 21° whils oak brs N 40° 07 E3.8 v

2. N 17° 08 E 124.0 vrs to & concrete monument with metal disk In top stamped “C G Crenshaw -
Kirby" from which 8 12" white oak brs S 68" 45" W 7.72 vrs and a pin oak brs N.14* 08" E 15.5 vrs.

3, N 18° 00" E 143.0 vra 10 a concrets monumeant with matal disk in top stamped "C G Crenshaw -
Kirby" from which an 11" pine bre S 74° 23' W 4.8 vra and 8 8" pin oak bra N 33° 30' W 10.1 VIS,

4, N 22° 00' E 67.0 vra to 8 concrate monument with metal disk in top stamped "C G Cranshew -
Kirby* from which a 20" black gum brs S 37° 48' W 5.55 vrs and a 10" pine bra N 65° 33' W B.32 vra,

g N 25* 00" E £1.0 vrs to a concrste manument with metal disk In top stamped "C G Crenshaw -
Kirby” from which a 20" whits oak brs N 38° 30' W 4,15 vrs and a 13" white cak bra § 72° 38' W 3.8 vrs.
a N 21° 06’ E 141.50 vrs to & concrete monumant with metal disk In top stem "G G Cranshaw -

K¥rby" frern which an 117 pln oak bra N 20° 38' W 2.0 vrs and a 4" white oak bra 8 71° 00' W 6.9 vrs.

T N 18° 32' E 42.28 vra to » concrate monument at the point of intersection of aald fence with E line
of sald C. G. Cranshaw Survey, sald monumant has metal disk in top stamped *C G Crenshaw - Kirby”
from which a concreta manumant for the SW comar of J. M. Anderson Survey brs N 00° 11" 23" W 11.8
vra, {from agid concrate monument for tha SW corner of said J. M. Anderson Survey, 8 19" beach bra N
26" O0'W 2.0 vrs, & 7' pine bre 8 15" 45' E 14,34 vra, a 15° pine brs § 54°* 55'W 17.8 vra, an 8” pine brs
KN 81° 30 E 4.83 vrs and Bn 11" white cak brs N 18* 50' W 11.54 vrs).

THENCE 8 00 11' 23" East along srd with said E fine of said C. @. Crenshaw Survey 549,79 vrs to
PLACE OF BEGINNING, contalning 11.891 acres of land, more or lesa. ”
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Exhibit “B”
LINE OF CREDIT PROMISSORY NOTE

$1,710,000.00 June 28, 2011

FOR VALUE RECEIVED, F. KENNETH BAILEY, JR. whose address is 440
Louisiana, Suite 2100, Houston, Texas 77002 (the “Maker”) (jointly and severally if more thanp
one), promises o psy (0 the order of TIM CAREY (the "Payee™) at 8681 Louetts Rd,,
Suite 220, Spring, Texas 77379, the principal amount of ONE MILLION SEVEN HUNDRED
TWENTY THOUSAND AND NO/100 DOLLARS (81,720,000.00), or the aggregate unpaid
amount of all loans and advances hereunder, whichever is the lesser amount, together with
interest on the unpaid principal balance hereof from time to time outstznding until maturity at
16% per annum (the "Stated Rate™); provided lurther, however, that in no event shall interest on
this Note ever be charged or paid at a rate greater then the maximuin nonusurious rate permitted
by applicable foderal or Texas law from time fo time in effect, whichever shall permit the higher

lawfil rate (the "Highest Law{ul Rate"). If st any time or limes the Steted Rate would exceed
the Highest Lawful Rate but for the Hinitation in the preceding sontence, interest shall thereafter
accrue on the unpaid balance hereof at the Highest Law{ul Rate until the total amount of interest
accrusd on the unpaid balance hercof shall equal the amount of interest which would have
accrued if the Stated Rate had a all times been in effect at which time the interest rate hereon
shall return to and acerue at the Stated Rate unless the Stated Rate is greater than the maximum
nonysurious rate permitted by applicable lederat or Texas law.

ADVANCES HEREUNDER SHALL BE MADE AT THE ARBSOLUTE
DISCRETION OF THE PAYRE. MAKER UNDERSTANDS AND AGREES THAT THE
PAYEE IS NOT OBLLIGATEDR TO ADVANCE OR LOAN AMNY FUNDS HEREUNDER
UUNLESS THE PAYEE HAS CONSENTED TO THE SPECIFIC ADVANCE AND
CONSEQUENTLY MAKER SHOULD NOT DETRIMENTALLY RELY ON THE
AVAILABILITY OF ADVANCES HEREUNDER. The unpaid principal balance of this Note
2l any time shalt be the tot] amounts loaned or wdvanced hereunder by the Payee, less the
amount of payments or prepaymenis of principal made hereon by or for the Maker,

Al loans or advances and all payinents or prepayments made hereon may be endorsed by
the Payee at any time on a schedule which may be attached hereto and if autached, shail be
deemed 1o be made a part hereof for oll purposes; provided, however, that the failure to atlach a
schedule or to make 2 notation thercon with respect to any loan or advance shall not limit or
otherwise affect the obligation of the Maker with respecl 10 such foan or edvance and a payment
of principal hereon by the Maker shall not be affected by the failure to make a notation thereof
on said schedule. Absent manifest error, the records of the Payee or any subsequent holder shall
be conclusive as to amounts owed, both principal and interest hereunder,

If applicable, the Maker and the Payee expressly agree, pursuant to Article 15.10(b) of
Chapter 15 ("Chapter 15") of the Texas Credil Code, thal Chapter 15 shall not apply to this Note
of 1o any ndvance cvidenced by this Note and that this Note and all loans or advances kereunder
shall not be gavermed by or subjeet to the provisions of Chapter 13 in any manner whatsoever.

Interest hereon shall be computed on the basis of 8 365- or 366-day year, as applicable.
At all such times, if any, as Chapter One of the Texas Credit Code ("Chapter One”) shall

Q638 13/ TN
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establish the Highest Lawful Rue, the Highest Lawful Rate shall be the "indicated rafe ceiling”
(as defincd in Chapter One) from time to time in effect; but Payee may from time to time, a3 lo
current and futuee balances, implement any other ceiling under Chaples One, and/or revise the
index, formula or provision of ‘aw used 10 compute the Highest Lawful Rate on this Note by
notice to Maker, if and 1o the catent permitied by, and in the manner provided in, Chapter One.
All csleulations of interest at the Highest Lawful Rate shall be made on the basis of a 365 or 366
day year, as applicable.

Because of the possibility of irregular periodic balances of principal, premature payment,
and the variable nature of the intcrest rate, the total intercst that will accrue on this Note cannot
be determined in advance. Payes does not intend to charge or collect usurious interest, and to
prevent such an occurrence, Payee will, at the Maturity Date, or at the time payment is demanded
by the Payee, determine the totu’ amount of interest that can lawfully be charged or collected by
applying the Highest Lawful Rate of interest to the full periodic balances of principal for the
period each is outstanding and unpaid and compare such amount with the totsl interest that has
accrusd under the terms of this Note, and, if necessary, to prevent usury, reduce the total amount
of interest payable by Maker to the lesser amount. If, for any reason whatever, the interest paid
on this Note shall exceed the Highest Lawfu! Rafe, the holder of this Note shall refund to the
payoz or, at the option of such holder, credit on the principal hereof such portion of said intercst
as may b¢ necessary to cause the interest paid on this Note (o equal the Highest Lawful Rate and
no more. In no event shall the Maker, its successors and sssigns, be liable to pay any amount of
interest on this Notc which is in excess of the Highest Lawful Rate. All sums paid or sgreed 1o
be paid 1o the holder or helders hereof for the use, forbearance or detention of the indebtedness
evidenced hereby shall, to the extent pennitted by applicable federal or Texas law, be amertized,
proraled, allocated and spread throughout the full term of this Note.

Maker may at any time pay the full amount or any part of this Note without the payment
ol any premium or fee. All payments and prepayments horeon shall be applied first to accrued
interest, with the balance to principal.

This Notc is due snd payable in monthly installments, consisting of mterest only,
commencing August 1, 2011 and continuing on the first day of each month thereafter until
October 1, 2011, when the &ntire remaining outstanding baiance of principal and interest shall be
due snd payable in full {the "Maturity Date™).

AN past due principal of and intcrest on this Note shall bear intarest at the lower of
cighizen percent {18%) or the Highest Lawful Rate.

In addition to all principsl and accrued interest on this Note, Maker agrecs 1o pay {a} all
reasonable cotts and expenses incurred by all owners and holders of this Note in collecting this
Note through reorganization, bankruptcy or any other proceedings and (b) reasonable attomeys’
fees when and iF this Note is placed in the hands of any attornoy for collection.

Fach payment and prepaymeni made by the Maker under this Note shall be in
immediately available funds before 2:00 p.m., Houston time, on the date that such payment or
prepayment s required to be made. Any payment or prepayment made by the Maker after such

4R 183 7 1372111 2

Exhibit "B” to

$3,006,129.82

Third Renewal Promissory Note
Page Z of 6

|87456.1 40134004003/ MPADON



time shall be considered for all purposes (including the calculation of interest, to the extent
permitted by law) as having been made on the Payee's next following Business Day.

Any check, draft, money order or other instrument given in payment of all or any portion
hereof may be accepted by the holder hereof and handled im collection in the customeary manner,
but the same shali not constitute payment hersunder or diminish any rights of the holder hereof
except 1o the extent that actual cash proceeds of such instrument arc unconditionally received by
the holder and applied to this indebtedness in the manner elsewhere herein provided,

If the date for any peyment or prepsyment hereunder falls on a day which is not &
Business Day, then for all purposes of this Nate {(excluding the computation of interest due
which shall be computed as of the recited due date), the same shall be deemed to have fallen on
the next following Business Day.

Any of the following events shall be considered an "Event of Defsult” as that term is
used herein:

(a3}  Default is made in the payment or prepsyment when due of any
instaliment of principal or interest hercon,;

{b)  Any represcntation or warrenty made in the security agreements which
secure payment hereof proves to have been incorrect as of the date when
inade or deemed made;

) Default is made in the due observance or performance in any material
respect by the Maker or any guarantor of any of the covensnts or
agreements contained herein or any document, instrument or agreement
securing payment hereof;

{(d}  An involuntary case or other proceeding shall be commenced against the
Meker or any guarantor which seeks liguidation, reorganization or other
relicf with respect to the Maker's or guarantor's debts or other liabitities
under any bankruptey, insolvancy or simailer law now or hereafler in effect
or secking the appointment of g trustea, receiver, liguidator, custodian or
other similar official for any substantial pan of the propeny of the Maker
or guarantur und such involuntary casc or other proceeding shell remain
undismissed or unstayed for a period of thirly (30) days after actual notice
to the Maker or guarenior, as applicable of the commencement of such

proceeding;

{e) Should the Maker or guarsnior comimence & voluntary caese or other
proceeding secking liquidation, reorganization or other similar relief with
respect to itself or its debis or other liabilities under any bankrupicy,
insolvenicy or similar Jaw now or hereafler in effect or secking the
appointment of a trustee, receiver, liquidator, custodian or other similsr
official or if the Maker or guarantor shall muake a general assignment for

02638.163 ) 13721112
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the benefit of its credifors or shall fail generally to pay its debis as they
become due; or

) Should the Maker or guarantor fail within thirty (30} days to bond, pay or
otherwise discharge any judgment or order for payment of money in
excess of $25,000.00 that is not otherwise being satisfied in accordance
with its tcems and is not stayed on appeal or otherwise being appropriately
contested in good faith.

It is understood and agreed that time is of the essence of this Note and that on defash in
the payment of any installment of principsl or interest, or any part thereof when due, o upon the
oceurrence of an Event of Default, then, the holder hereof, at its or his sole option, may: acceler-
ate the unpaid balance of the principal and all acorued interest due and declare the same due and
payatle immediately without presentient or demand for payment of any past due instelliment of
principel or interest or of any emaining unpaid balance of principal or interest and without
notice of intent to accelerate the payment of the unpaid balance of the principa) or sll accrued
interest due under the terms of this Note. Failure of the holder te exercise its option o sccclerate
the maturity of this Note shall not constitute a waiver of its right o exercise the same at any
other time.

If an Event of Default should occur, Maker and all endorsers, guarantors and surcties
severzlly waive notice of any Kind (including, but net limited to, notice of dishonor, notice of
prolest, notice of intent 1o accelerate and notice of acceleration), demand, presentment for
payment, protest in the filing of suit hereon for the purpose of fixing liability and consert that the
time for payment hereof may be extended and re-cxtended from time to time without nolice 1o
thern or any of them, and scverally agree that his, her or its liability on or with respect to this
Note shall not be affected by any refeuse or change in ony security at any time existing nor by the
failure to perfect or maintain perfection of any security interest in said security nor by the release
of any party primarily or secondarily Hable hereon.

Maker warrants and represents to Payee and to all other owners and/or holdes of any
indebtedness evidenced hereby that (a) all loans evidenced by this Note are and shall be
*busipess Joans" as such term is wsed in the Depository Institutions Deregulation and Monetary
Control Act of 1980, as amended, and (b) such loans arc for business, commercigl, investment or
other similar purposes and not primarily for personal, family, household or agriculturel usc, as
such terms are used in Chapter One.

PAYEE SHALL NOT BE OBLIGATED TO ADVANCE ANY FUNDS AGAINST
THIS NOTE UNLESS AND UNTIL MAKER HAS COMPLIED WITH ALL PAYEE'S
CONDITIONS PRECEDENT TO FUNDING. NOTHING HEREIN OR IN ANY OTHER
AGREEMENT, DOCUMENT, INSTRUMENT OR ANY OTHER WRITING
EXECUTED AND DELIVERED IN CONNECTION WITH, IS INTENDED TO BE
CONSTRUED AS A COMMITMENT ON THE PART OF THE PAYEE TO MAKE ANY
LOAN OR ADVANCE UNDER THIS NOTE, EACH LOAN OR ADVANCE UNDER
THIS NOTE SHALL BE SUBJECT TO THE LIMITATIONS AND CONDITIONS
IMPOSED BY THE PAYEE.

02636.163 7 1072111.2
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This Note constines, in part, an agreement o advance additionsl funds (pursuant to the
teenes and subjest to the Hmils hercin provided) and, in part, n menewal, oxtension and
modification of the sums left due and owing on that one cerlain promissory note duted
February 10, 2069 in the face amount of $650,000.08 (the "Qriginal Note") exccuted by
E. Kenneth Baitey, Ir, and The Hawk Club, Ltd., jeintly and severally, made payable to the order
of IVH Interests, Inc. pursuant fo the terms and conditions therein provided, which nule was
endarsed by JVH Interests, Ine., as Payee to Tim Carey, as Payee, who is also the Payee on this
Mo, It s the imtention of the parties thet this Note be afforded the benefits sand collateral
provided by the Origina! Note and that this Note be secured by all of the ligns, sceurity interests,
and deeds of wust securing payment of the Origiral Note und the owner and holder of this Note
be subrogated to the rights of the Original Note and that all guaranties of the Original Note shall
also extend to this Note,

This Note is also secwred by a Deed of Trust of even date herewith to Mark A, Padon,
Trusice covermy that certaip weal property lecated in Tyler County, Texns, more fully described
o Exhibic "AY attached hereto and incorporated herein for all purposes,

. wl
EXECUTED this |Q_ day oﬂam:}%i {. EFFECTIVE June 28, 2011

, .
T i, 5%_
F.KENNUTH BAHLEY, IR,

THE STATE QF TEXAS  §
H
COUNTY OF HARRIS §

This instrument wis scknowledged before me on Mq 2011 by F. KENNETH
BAILEY, JR.

OIEIG6 163 832111 2
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CAUSE NO. 2021-26090
KRM INVESTMENTS, INC., IN THE DISTRICT COURT OF
Plamtiff,
HARRIS COUNTY, TEXAS

F. KENNETH BAILEY AND
WILLIAM C. PADON,
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Defendants. 127" JUDICIAL DISTRICT

DECLARATION OF ROBERT J. KRUCKEMEYER IN SUPPORT OF
PLAINTIFF'S MOTION FOR SUMMARY JUDGMENT

My name is Robert J. Kruckemeyer, my date of birth is July 14, 1959, and my address is
244 Malone Street, Houston, Texas 77007, USA.

1: I have been licensed to practice law in Texas since 1984, and I am duly admitted to
practice in good standing in Texas and in various federal courts, including the Southern, Northern
and Eastern districts of Texas.

2 Iam experienced in state and federal court litigation in Texas in general and Harris
County in particular. Since 1984, I have concentrated my practice on civil litigation matters
that include breach of contract, oil and gas, product liability, shareholder disputes, business
divorce, business disputes of all kinds, as well as serious personal injury matters. I have
represented both plaintiffs and defendants in these types of cases. I was recognized as the
“Litigator of the Week” in the May 14, 2012, edition of Texas Lawyer magazine, and [ am a
Sustaining Life Fellow of the Texas Bar Foundation.

3. I graduated from St. Louis University in 1981 with a Bachelor of Arts degree in

Political Science, magna cum laude. In 1984, I received my Juris Doctor from the St. Louis



University School of Law, cum laude.
-+, I have represented Plaintiff since 2020 in general and in connection with the above-
captioned litigation (the "Litigation") beginning in March of 2021 My customary hourly rate

in 2021 was $475/hour and in 2023 rose to $350.00.

F Based on my education and experience, described above at paragraphs 2-4, my
personal communications with lawyers handling similar types of matters, and my review of
court filings, case law, and published literature pertaining to such hourly rates, I am familiar
with the hourly rates that lawyers and support staff customarily charge in Houston, Harris
County, Texas and elsewhere in complex cases and Litigations, such as this Litigation. Based
on the foregoing, am also familiar with the attorney and support staff time and effort that it takes
and can reasonably take to prosecute and defend matters such as the Litigation and what
constitutes reasonable and necessary attorneys' fees for doing so. As a result, I am able to offer
opinions pertaining to the amount, reasonableness, and necessity of all attorneys' fees sought
by Plaintiff in the Litigation. I was also requested to offer opinions pertaining to whether such
attorneys' fees are equitable and just.

6. I am familiar with the nature of this case and the work that was performed in the
course of this representation. I am familiar with the number of hours spent and the amounts I
have charged and what would be a reasonable charge by the Plaintiff’s attorneys.

7. I am familiar with and have considered the factors bearing upon the
reasonableness of attorneys' fees in Texas, as articulated in Rule 1.04(b) of the Texas
Disciplinary Rules of Professional Conduct and the Texas Supreme Court in Arthur Andersen &
Co. v. Perry Equipment, 945 S.W.2d 812 (Tex. 1997), which are as follows: (1) the time and

labor required, the novelty and difficulty of the questions involved, and the skill required to



perform the legal services properly; (2) the likelihood ... that the acceptance of the particular
employment will preclude other employment by the lawyer; (3) the fee customarily charged in
the locality for similar legal services; (4) the amount involved and the results obtained; (5) the
time limitations imposed by the client or by the circumstances; (6) the nature and length of the
professional relationship with the client; (7) the experience, reputation, and ability of the lawyer
or lawyers performing the services; and (8) whether the fee is fixed or contingent on the results
obtained or uncertainty of collection before the legal services have been rendered.

8. Specifically, with reference to Paragraph & of this Affidavit and to form my
opinions with regard to the reasonable and necessary attorneys' fees incurred by Plaintiff in
this Litigation, I will address the factors bearing upon the reasonableness of attorneys' fees in
Texas, as follows:

a. The Time and Labor Required, the Novelty and Difficulty of the
Questions Involved and the Skill Requisite to Perform the Legal Service Properly. Thave
considered the time and labor required to handle Plaintiff’s claims which has included, without
limitation: (1) determining the proper amount of the claim and the method by which the
defendant could be served; (2) filing pleadings; and (3) preparing Plaintiff’s Motion for

Summary Judgment.

b. The Likelihood, if Apparent to the Client, That the Acceptance of the
Particular Employment Will Preclude Other Employment by the Lawyer. Plaintiff has agreed
to pay me on an hourly fee basis. Plaintiff understands that my working for Plaintiff necessarily
precludes me from accepting other employment by other clients.

C: The Fee Customarily Charged in the Locality for Similar Legal



Services. [ have been practicing law in Harris County since 1984. Based on my education and
experience, described above at paragraphs 2-4, my personal communications with lawyers
handling similar types of matters, and my review of court filings, case law, and published
literature pertaining to such hourly rates, I am familiar with the hourly rates that lawyers and
support staff customarily charge in Houston, Harris County, Texas and elsewhere in complex
cases and Litigations, such as this Litigation. My hourly rate of $475.00 in 2021 and now
$550.00 is reasonable.

d. The Amount Involved and the Results Obtained. Plaintiff’s seeks
recovery of $2,194,582.40 principal together with prejudgment interest in the amount of
$42,328.00 as of May 18, 2023, with interest accruing at the rate of $962.00 per day
pursuant to the agreement. Plaintiff anticipates obtaining a judgment for the amount
requested.

é. The Time Limitations Imposed by the Client or by the Circumstances.
No time limitations have been imposed by the client or by the circumstances.

£ The Nature and Length of the Professional Relationship with the
Client. I have represented Plaintiff since 2020.

2. The Experience, Reputation, and Ability of the Lawyer or Lawyers
Performing the Services. As noted above, I have been licensed to practice law in Texas
since 1984. I was awarded an AV rating by Martindale-Hubbell in 1999 and have been a
member of the Bar Register of Preeminent Lawyers since 2005. [ was recognized as the
“Litigator of the Week” in the May 14, 2012, edition of Texas LLawyer magazine, and I am a

Sustaining Life Fellow of the Texas Bar Foundation.



h. Whether the I'ee is TFixed or Contingent on Results Obtained or
Uncertainty of Collection Before the Legal Services Have Been Rendered. Plaintiff has
agreed to pay me an hourly rate. My compensation is not fixed or contingent on the results
obtained. My fees are not affected by the uncertainty of collection before the legal services
have been rendered.

9. Attached hereto as Exhibit 1 are the slip lists maintained by me that record
the work that I have done on this matter. Some of the time spent as shown on the slip lists
was related to AEG’s attempts to settle the matter. I have not included that time in the
calculation of attorneys” fees for obtaining the summary judgment in this matter. The slip
lists for obtaining the summary judgment total $8,274.51. 1 have performed additional
work this month in finalizing the Motion for Summary Judgment and I anticipate appearing
at a hearing on the Motion for Summary Judgment.

10.  Attached hereto as Exhibit 2 is a true and correct copy of the demand letter
that I sent to Bailey dated November 13, 2020.

11. Based upon my experience, training, and expertise, it is my opinion that
Plaintiff’s request for attorneys’ fees in the amount of $7,500.00 is reasonable and necessary
and equitable and just. Further, in the event an appeal to the Court of Appeals is made but is
unsuccessful, reasonable attorney’s fees would be an additional $25,000.00; in the event an
appeal 1s made to the Texas Supreme Court is made but is unsuccessful, reasonable attorney’s

fees would be an additional $25,000.00.



I declare under penalty of perjury that the facts stated herein are within my personal
knowledge and are true and correct.

May 18, 2023.

%‘M

Robert J. Kruckemeyer
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5/18/2023

THE KRUCKEMEYER LAW FIRM

1:02 PM Slip Listing Page 1
Selection Criteria
Slip.Transaction Dat 1/1/2017 - 5/17/2023
Slip.Classification Open
Clie.Selection Include: KRM-Bailey
Rate Info - identifies rate source and level
Slip ID Timekeeper Units Rate Slip Value
Dates and Time Activity DNB Time Rate Info
Posting Status Client Est. Time  Bill Status
Description Phase/Task Variance
22007 TIME Bob 1.25 475.00 593.75
11/12/2020 Manage data 0.00 T
Billed G:12632 12/1/2020 KRM-Bailey 0.00
Review loan documents. Work on demand letter. F. Kenneth Bailey, Jr. 0.00
Communicate with Mr. Melber re same.
22014 Bob 2 7.50 15.00
11/13/2020 Postage
Billed G:12632 12/1/2020 KRM-Bailey
Postage to deliver certified mail to Bailey and F. Kenneth Bailey, Jr.
Bailey Four Canyon Ranch Properties.
22015 TIME Bob 1.50 475.00 712.50
11/13/2020 Manage data 0.00 T
Billed G:12632 12/1/2020 KRM-Bailey 0.00
Finalize and deliver certified mail to Bailey and F. Kenneth Bailey, Jr. 0.00
Bailey Four Canyon Ranch Properties.
22370 TIME Bob 0.75 450.00 337.50
3/10/2021 Manage data 0.00 T
Billed G:12725 4/1/2021 KRM-Bailey 0.00
Communicate with Mr. Melber re Ranch F. Kenneth Bailey, Jr. 0.00
Bankruptcy. Make inquiries re same.
22379 TIME Bob 1.00 450.00 450.00
3/11/2021 Manage data 0.00 T
Billed G:12725 4/1/2021 KRM-Bailey 0.00
Research re Bailey Four Canyon Ranch F. Kenneth Bailey, Jr. 0.00
bankruptcy. Communicate with Mr. Padon re
same.
22454 TIME Bob 0.75 450.00 337.50
4/13/2021 Manage data 0.00 T
Billed G:12746 5/1/2021 KRM-Bailey 0.00
Revise demand letter and attend to certified F. Kenneth Bailey, Jr. 0.00
mailing.
22493 TIME Bob 1:25 475.00 593.75
4/25/2021 Manage data 0.00 T
Billed G:12746 5/1/2021 KRM-Bailey 0.00
Work on Plaintiff's Original Petition. F. Kenneth Bailey, Jr. 0.00




5/18/2023

THE KRUCKEMEYER LAW FIRM

1:02 PM Slip Listing Page 2
Slip ID Timekeeper Units Rate Slip Value
Dates and Time Activity DNB Time Rate Info
Posting Status Client Est. Time  Bill Status
Description Phase/Task Variance
22509 TIME Bob 1.50 475.00 712.50
4/30/2021 Manage data 0.00 T
Billed G:12746 5M1/2021 KRM-Bailey 0.00
Revise Plaintiff's Original Petition and attend to F. Kenneth Bailey, Jr. 0.00
filing.
22510 EXP Bob 1 472.01 472.01
4/30/2021 Court fees
Billed G:12746 5/1/2021 KRM-Bailey
Fee to file Plaintiff's Original Petition. F. Kenneth Bailey, Jr.
22864 TIME Bob 1.00 475.00 475.00
8/12/2021 Manage data 0.00 T
Billed G:12829 9/1/2021 KRM-Bailey 0.00
Work on Motion for Default Judgment and F. Kenneth Bailey, Jr. 0.00
attendant documents.
22870 TIME Bob 0.75 475.00 356.25
8/13/2021 Manage data 0.00 T
Billed G:12829 9/1/2021 KRM-Bailey 0.00
Work on Motion for Default Judgment and F. Kenneth Bailey, Jr. 0.00
attendant documents. Communicate with Ms.
Hanson re same.
24800 TIME Bob 0.50 525.00 262.50
3/31/2023 Manage data 0.00 T
Billed G:13204 4/2/2023 KRM-Bailey 0.00
Communicate with Trial Coordinator re trial F. Kenneth Bailey, Jr. 0.00
setting. Communicate with Mr. Melber re same.
24887 TIME Bob 225 525.00 1181.25
5/4/2023 Manage data 0.00 T
WIP KRM-Bailey 0.00
Work on Motion for Summary Judgment. F. Kenneth Bailey, Jr. 0.00
24894 TIME Bob 2.75 550.00 1512.50
5/5/2023 Manage data 0.00 T
WIP KRM-Bailey 0.00
Work on Motion for Summary Judgment including F. Kenneth Bailey, Jr. 0.00
Declaration for Mr. Melber and Judgment.
Communicate with Ms. Hanson and Mr. Melber re
calculations and proceeding against Billy Padon.
24912 TIME Bob 0.50 525.00 262.50
5/10/2023 Manage data 0.00 T
WIP KRM-Bailey 0.00
Communicate with Mr. Melber re Summary F. Kenneth Bailey, Jr. 0.00
Judgment and service on Mr. Padon.
Grand Total
Billable 15.75 8274.51




5/18/2023

THE KRUCKEMEYER LAW FIRM

1:02 PM Slip Listing Page 3
Slip ID Timekeeper Units Rate Slip Value
Dates and Time Activity DNB Time Rate Info
Posting Status Client Est. Time  Bill Status
Description Phase/Task Variance
Unbillable 0.00 0.00
Total 15.75

8274.51
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THE KRUCKEMEYER LAW FIRM
ATTORNEY AT LAW
919 MILAM, SUITE 1500
HOUSTON, TEXAS 77002
(713) 860-0547

bob@kruckemeyerlaw.com
kruckemeyerlaw.com

November 13, 2020

Via Certified Muail R.R.R.

No. 7016 0340 0001 1340 4936
And First Class United States Mail
F. Kenneth Bailey, Jr.

5555 San Felipe St., Suite 900
Houston, Texas 77056

Via Certified Mail R.R.R.

No. 7016 0340 0001 1340 4943

And First Class United States Mail
Bailey Four Canyon Ranch Properties, Ltd.
F. Kenneth Bailey, Jr.

5555 San Felipe St., Suite 900

Houston, Texas 77056

Via Certified Mail R.R.R.

No. 7016 0340 0001 1340 4950
And First Class United States Mail
William C. Padon

2211 Norfolk St., Suite 910
Houston, Texas 77098

Re: Notice of Claim and Demand for Payment of amounts owed to KRM

Investments, Inc. (the “Payee”) in connection with the following
agreements:

1) Line of Credit Promissory Note dated June 28, 2011, in the original principal
sum of $1,720,000.00 between Tim Carey as Payee and F. Kenneth Bailey, Jr.
(“Bailey”) as Maker (the “Original Note”);



2) Guaranty Agreements dated June 28, 2011 between Tim Carey as Payec and
Bailey Four Canyon Ranch Properties, [.td. and William C. Padon as Guarantors
(the *Guaranties™);

3) Deed of Trust and Security Agreement (“Deed of Trust™) executed by Bailey
Four Canyon Ranch Properties, Ltd as Grantor and Tim Carey as Beneficiary;

4) Assignment dated November 6, 2013 between Tim Carey as Assignor and KRM
Investments, Inc. (“KRM™) as Assignee whereby the Original Note, Guaranties
and Deed of Trust were assigned by Tim Carey to KRM;

5) First Renewal, Extension and Modification of the Note and Deed of Trust dated
effective October 1, 2015 by and among F. Kenneth Bailey, Jr. and Bailey Four
Canyon Ranch Properties, Ltd. and KRM (“First Renewal Note™);

6) Second Renewal, Extension and Modification of the Note and Deed of Trust
dated effective April 15, 2016 by and among F. Kenneth Bailey, Jr. and Bailey
Four Canyon Ranch Properties, Ltd. and KRM (“Second Renewal Note™); and

7) Third Renewal, Extension and Modification of the Note and Deed of Trust dated
effective August 1, 2019 by and among F. Kenneth Bailey, Jr. and Bailey Four
Canyon Ranch Properties, Ltd. and KRM (“Third Renewal Note™).

NOTICE OF DEFAULT ON MATURED OBLIGATION
AND DEMAND FOR PAYMENT IN FULL

Dear Mr. Bailey and Mr. Padon:

This law firm represents KRM Investments, Inc. On or about June 28, 2011, F. Kenneth
Bailey, Ir. (“Bailey”) as Maker entered into a Line of Credit Promissory Note in the original
principal sum of $1,720,000.00 with Tim Carey as Payee (the “Original Note™). In consideration
for Tim Carey making the Loan to Bailey, Bailey Four Canyon Ranch Properties, Ltd. (“BFCRP”)
and William C. Padon (*Padon”) entered into a Guaranty Agreement (“Guaranties™) whereby
BFCRP and Padon absolutely and unconditionally guaranteed and promised to pay Tim Carey the
indebtedness of Bailey on the terms and conditions set forth in the Guaranties.

In additional consideration for Tim Carey making the Loan to Bailey, BFCRP, as Grantor
and Tim Carey as Beneficiary entered into a Deed of Trust and Security Agreement (“Deed of
Trust™) whereby BFRCP pledged certain real property and improvements to Tim Carey to secure
repayment of the Original Note.

On or about November 6, 2013, Tim Carey, as Assignor, and KRM Investments, Inc.
(“KRM™), as Assignee, entered into an Assignment whereby the Original Note, Guaranties and
Deed of Trust were assigned by Tim Carey to KRM.



On or about October 1, 2015, Bailey, BFCRP and KRM entered into a First Renewal,
Extension and Modification of the Note and Deed of Trust (“First Renewal Note™).

On or about April 15, 2016, Bailey, BFCRP and KRM entered into the Second Renewal,
Extension and Modification of the Note and Deed of Trust (“Second Renewal Note™).

On or about August 1, 2019, , Bailey, BFCRP and KRM entered into the Third Renewal,
Extension and Modification of the Note and Deed of Trust (“Third Renewal Note”).

The Third Renewal Note has not been paid as agreed and therefore the Loan is in
default.

Accordingly, KRM hereby makes formal demand upon Bailey to honor the terms of
the Note and upon BFCRP and Padon to honor the terms of the BFRCP Guaranty and Padon
Guaranty and to pay KRM all of the outstanding indebtedness that Bailey owes to KRM.

As of the date of this letter Bailey owes KRM $3,006,129.82 principal, $620,660.25
interest with interest accruing at the rate of $1,317.75 per day. In addition, Bailey owes late fees
in the amount of $26,157.33. Accordingly, KRM demands that Bailey, BFCRP or Padon pay to
KRM the sum of $3,652,947.40 plus the per diem interest that will have accrued as of the date of
the payment of the indebtedness to KRM. KRM demands that the payment be made by 3:00 p.m.,
Houston time, on November 23, 2020. Payment should be directed to Mr. Ken Melber at KRM,
8681 Louetta Road, Suite 220, Spring, Texas 77379.

Should KRM’s attempt to collect the indebtedness as outlined herein, or through other
means as allowed pursuant to the agreements with KRM, be insufficient to satisfy the indebtedness
to KRM, KRM reserves the right to file a lawsuit to seek recovery of the indebtedness. Please also
be advised that in addition to the indebtedness, KRM will seek recovery of its reasonable attorneys’
fees and costs of court.

Repayment of Bailey’s indebtedness to KRM has been guaranteed by BFECRP and Padon.
KRM is simultaneously making demand upon Bailey and the guarantors for payment of Bailey’s
indebtedness to KRM. Although demand for payment in full has been made on Bailey, BFCRP
and Padon, KRM does not intend to collect more than the outstanding indebtedness of Bailey to
KRM. Accordingly, BFCRP and Padon should coordinate with Bailey, to ensure that KRM is not
paid any more than the total demand set forth herein. Should KRM collect more than it is entitled
to receive, KRM will promptly refund the appropriate amounts to the appropriate entities pursuant
to the terms of KRM’s agreements with those entities.



If you have any questions regarding this matter, please have your attorney contact the
undersigned at your earliest convenience.

Sincerely,

%/ %
Robert J. Kruckemeyer

RIK:tj
Bailey 111320

5t Ken Melber
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