IN THE CIRCUIT COURT OF PLEASANTS COUNTY, WEST VIRGINIA

BB LAND, LLC, a West Virginia company,
and JB EXPLORATION 1, LLC, a
West Virginia company,

Plaintiffs,
v, Civil Action No. ZX {'02—
BLACKROCK ENTERPRISES, LLC, £1t £D IN OFFICE

a West Virginia company, and

Michael L. Benedum, JAN 11 2018

e MILLIE FARNSWORTH -
CARCULT COURT CLER
PLEASANTS COY

Complaint
Plaintiffs, BB Land, LLC (“BB Land”) and JB Exploration 1, LLC (“JB
Exploration™), by counsel, hereby submit their Complaint against Blackrock Enterprises, LLC

(“Blackrock™) and Michael L. Benedum (“*Benedum”™).

1. BB Land is a West Virginia limited liability company licensed to do
business in West Virginia and during all times pertinent to this Complaint conducted business in
Pleasants County, West Virginia. JB Exploration is a West Virginia limited liability company
licensed to do business in West Virginia and during all times pertinent to this Complaint conducted
business in Pleasants County, West Virginia. BB Land is a subsidiary of JB Exploration. Both

are referred to collectively herein as “Plaintiffs.”

2. Blackrock is a West Virginia limited liability company licensed to do
business in West Virginia and during all times pertinent to this Complaint conducted business in
Pleasants County, West Virginia. On information and belief, Blackrock is owned and controlled
by Benedum. Benedum is named as a party in his individual capacity and as principle owner of

Blackrock. Blackrock and Benedum are referred to collectively herein as “Defendants.”



3. Benedum at all times pertinent to this Complaint owned property involved

in this matter and located in Pleasants County, West Virginia,

4. Venue is appropriate in this Court pursuant to W. Va. Code § 56-1-1(a)(1).
This Court has jurisdiction over this matter because, at all times pertinent to this Complaint, the
transactions at issue involved property located in Pleasants County, West Virginia, and the acreage

and oil and gas interests at issue are located in Pleasants County, West Virginia.

5. This Complaint seeks a declaration of termination of an agreement between
Plaintiffs and Blackrock whereby the parties would lease property in Pleasants County, West
Virginia, for the purpose of drilling exploratory wells for oil and/or gas, and the parties would
jointly share in the risk and cost of developing the properties. Throughout the past four years,
Plaintiffs have acquired leases and have expended large sums for development and drilling.
Contrary to the agreement between the parties, Defendants have not shared in the risk of
developing the leased property. Now, four years later, Defendants assert they are entitled to
acquire an interest in the leased property and wells drilled and to be drilled and for which,

Defendants have not paid.

Background Facts

6. In January 2013, Plaintiffs and Defendants began discussing an agreement,
whereby Plaintiff could obtain leases from Defendants and Plaintiffs could drill wells on the leases

obtained in Pleasants County.

7. During the course of the discussions, the parties began drafting a written

agreement,



8. After negotiating for approximately five months, on or about May 18, 2013,
the parties met at the offices of Abstract WV in Pleasants County, West Virginia, to further discuss
and finalize their agreement. Abstract WV is a title abstracting company and agent of Defendants.
During that meeting, Defendants and/or Defendants’ agents typed a new agreement containing 14

separately-numbered terms.

The Lease Exchange Agreement

9. During the May 2013 meeting at Abstract WV, JB Exploration and
Blackrock executed the written agreement prepared by Defendants and/or Defendants’ agents,

herein referred to as the Lease Exchange Agreement (“LEA”). The LEA is attached as Exhibit 1.

10.  The LEA provided that either party could obtain leases, but would offer the
other an opportunity to participate in any leases acquired. While not expressed in the terms of the
LEA, the parties discussed and agreed that the Plaintiffs would offer Defendants the opportunity
to participate in drilling wells on the leases in which Defendants acquired an interest. Benedum
represented that Defendants would promptly pay their share of the cost to drill all wells. Plaintiffs
relied upon Benedum’s representation that Defendants would promptly pay their share of the costs

in drilling wells as part of the consideration to accept leases assigned by Defendants.

11.  The LEA represented an agreement between Blackrock and JB Exploration
regarding the leases either party obtained of certain parcels situated in Pleasants County and Tyler
County, West Virginia. The parties agreed they would proceed hand-in-hand to acquire and
exchange leases and Plaintiffs would drill wells. The parties orally agreed they would enter into a
Joint Operating Agreement (“JOA™) that would provide more detailed terms for drilling, but left

the negotiation of the terms of the JOA for a later day.



12, The LEA was negotiated by the parties, not drafted by an attorney,
contradicts itself on its face, and was only part of the agreement, discussions and actions of the
parties. The LEA is ambiguous and was modified by the conduct and communications of the

parties and was ultimately terminated.

13.  The LEA contains no expiration date or term as to the effective dates of the

agreement, yet, it was not the intent of the parties to participate in the LEA ad infinitum.

14.  In entering into the LEA, Blackrock agreed to furnish an up-to-date map to
JB Exploration depicting the tracts that had been abstracted and were ready to lease “within 15

days prior to signing this agreement.” Id.

15.  Plaintiffs communicated to Defendants that mapping was of paramount
importance and Defendants agreed to update weekly the mapping on properties leased. Soon after
the parties executed the LEA, Plaintiffs provided mapping software and training for Defendants’

agent, Abstract West Virginia, on how to use the mapping software.

16.  In accordance with the LEA, Blackrock agreed to certain other material
terms and conditions including, but not limited to, obtaining leases for certain parcels in the Area
of Mutual Interest (“AMI™) established by the oral agreements and the LEA, situate in Pleasants

County, West Virginia. Id

17.  Other material written terms agreed to by Blackrock include, but are not
limited to: handling all abstracting, title work, heir-ship documentation, preparing lease packets
and executing lease packets and providing all documentation to JB Exploration with regard to the

leases Blackrock obtained within the AMI. Id



18.  Asan additional material term expressed in the LEA, Blackrock also agreed
to provide JB Exploration with copies of all work performed on leases, including but not limited
to abstractor’s notes and basically a complete copy of the lease file, which is referred to herein as

the “Lease Packet Information.” Id

19.  The LEA also provided that each party would obtain leases within the AMI
and would offer the leases to the other party, “depending on who obtained the lease, purchase of
land, acquisition of minerals or any other transactions completed within the AMI from the date of

execution of the LEA with ‘Ne exceptions.”” Id. {emphasis in original].

20.  The form of lease was subsequently negotiated and agreed to by the parties.
The parties agreed to take leases with a term of five years, which means that the lease would expire
in five years, unless a well was drilled. Some leases provide that the lease could be extended by
another large lease payment to the lessor before the lease expired. Some leases taken did not
include the right to extend the lease, and thus, even though the amount paid to the lessor was often

hundreds of thousands of dollars, those leases would be worthiess unless drilled within five years.

The “Earned Interest” and “Buy-In Percentage”

21.  For leases acquired by Blackrock, Blackrock was also required to provide
the Lease Packet Information and to obtain clear title before Plaintiffs would purchase the lease
from Blackrock. When clear title and the Lease Packet Information was obtained, then for the
services that Blackrock provided to complete the lease packets, the LEA provides that Blackrock
would retain a percentage in each lease originally obtained by Blackrock (the “Blackrock Earned
Interest”). The LEA is incomplete and ambiguous as to the computation of the “Blackrock Earned

Interest” but was made clear by the dealings of the parties and modified by communications, the



written spreadsheet “Payment Form” which was the equivalent of a notice and invoice prepared
subsequent to the LEA. The spreadsheet Payment Form shows that the Blackrock Earned Interest
was calculated by crediting Blackrock in the amount of $300.00 per net acre against the actual
rental paid to the lessors to acquire the lease. For example, if the lease price was $3,000.00 per
net acre then Blackrock would receive an eamned interest of 10% in that particular lease. See,

Exhibit 1.

22.  The LEA also provided Blackrock with the option to purchase an additional
interest in each lease of “up to 25% of each lease by paying an additional purchase amount which
will be tigured at 25% of the actual cost of said Lease less any earned percentage” (the “Blackrock
Buy-in Percentage”). For example, for a lease obtained by Blackrock, if the lease price was
$3,000.00 per net acre, and the lease contained 300 acres, then the total cost of the lease would be
$900,000.00, all of which would be paid by the Plaintiff. Blackrock’s earned interest was 10% so
Blackrock could purchase an additional Buy-in Percentage of 15% in such lease for the price of

$450.00 per net acre, or a total payment from Blackrock to BB Land of $135,000. See, Exhibit 1

23.  Inthe event BB Land originally acquired a lease, Blackrock had the right to
purchase an earned interest in such lease by paying $178.60 per net acre. For example, if BB Land
acquired a lease at the lease price of $1,786.00 per net acre then Blackrock could acquire 10% of
such lease by paying to BB Land $178.60 per net acre (the “BB Land Earned Interest”™). Blackrock
was also granted the right to purchase additional interest, up to, but not exceeding, 25% by paying
a proportionate share of the actual per net acre cost of the lease paid by BB Land (the “BB Land

Lease Buy-in Percentage™).



24.  In accordance with the LEA for leases acquired by Plaintiffs, Blackrock
agreed to tender any payments to JB Exploration for Blackrock’s Buy-in Percentage in each lease
assigned within 45 days of JB Exploration providing an invoice to Blackrock. See, Exhibit 1.
Through the written spreadsheet Payment Form and the course of the parties’ conduct, this
agreement was later modified to require Blackrock to tender payment of the Buy-in Percentage

within 60 days after the spreadsheet Payment Form was generated.

25.  The LEA further provides that if Blackrock does not tender payment within
45 days of the invoice and/or notice of the lease, interest will accrue at a rate of 6% per year for a
period of three months, and if Blackrock has not tendered payment at the expiration of the

additional three-month period, then the interest “shall be unavailable for purchase.” See, Exhibit

1.

26.  The detailed information regarding leases acquired by both parties was
maintained on the spreadsheet Payment Form that contained a section describing each lease. The
spreadsheet was designed to generate a payment date once certain key information was input into
certain key columns. Both parties had access to the spreadsheet and input information on the
spreadsheet regarding the leases each party acquired. Once the information was input into the
spreadsheet Payment Form, the spreadsheet then generated, among other things, the amount due
from Blackrock for the Blackrock Buy-in Percentage, the amount due from Blackrock for the BB
Land Lease Buy-in Percentage, the date that the buy-in periods expired and the expiration date of
the interest accruing period. At this point, the spreadsheet Payment Form became an invoice and
notice of the date payments were due. By way of example, the September 1, 2013 spreadsheet

Payment Form and email sending a copy of the spreadsheet to Benedum is attached as Exhibit 2.



The Lease Assignments

27.  In addition to exchanging drafts of a written agreement to obtain leases of
certain tracts and parcels and drill wells, during the month of May, 2013 (both before and after the
execution of the LEA), the parties also negotiated a form Lease Agreement and Lease Packet (the
“Lease Packet™) that was acceptable to Plaintiffs and Blackrock. The lLease Packet included,
among other documents, an “Assignment of Oil and Gas Leases” — a sample is attached as Exhibit

3.

28.  Either party to the LEA could obtain leases in the AMI and was then
required to offer the lease to the other party. If the party timely accepted the offer and paid, the

parties would then enter into the Assignment in the Lease Packet agreed to by Blackrock.

29.  The course of dealing of the parties indicates that over the next few years,

Blackrock obtained leases in the AMI which were accepted by BB Land as Assignee.

30. Conversely, although Blackrock was offered leases obtained by Plaintiffs
in the AMI, Blackrock did not accept all the leases in the AMI that were obtained by Plaintiffs.
Thus, Blackrock failed to participate monetarily in those leases and failed to accept the risk to

develop the leased property.

31.  Inaccordance with the Assignments from Blackrock accepted by PlaintifTs,
the Assignor [Blackrock] was to obtain leases, then assign “all of the Assignor’s right, title and
interest in and to the oil and gas leases, and leasehold estates created . . . and described in Exhibit

A” to the Assignee. See, Exhibit 3.



32.  Inaccordance with the Assignment, the Assignor “expressly reserve[d] unto
itself, its successors and assigns, an interest in each lease set forth . . . in Exhibit A,” but the
Assignor also expressly agreed that the Assignee would “have full control of the Assignors’
interest within the leases being assigned in Exhibit A.” See, Exhibit 3 [emphasis added]. Thus,
with regard to the leases that Blackrock assigned to Plaintiffs, per the Assignments, Plaintiffs have

full control over Blackrock’s interest in the leased property.

The Joint Operating Agreement

33.  The overall deal and ultimate goal of the parties was for BB Land to drill
wells to extract oil and/or gas from the leased property. Both BB Land and Defendants agreed to
share in the start-up costs in this endeavor. Once the leases were acquired in a contiguous area,
the parties understood that they would enter into a Joint Operating Agreement and drilling would
begin. Indeed, the LEA states that the parties will “execute any and all other documents necessary

or that may be required at a later date.” See Exhibit 1.

34.  The leases have five-year terms, so in order to realize any value from the
leases, it was necessary to obtain permits, construct drilling pads and roads, and drilling had to

occur quickly. Time was of the essence.

35. On or about March 17, 2017, BB Land provided Blackrock with a Model
Form Operating Agreement (the “JOA™), and requested payment of $3,143,476.60 for Blackrock’s
participation in the wells based on Blackrock’s Earned Interest in the underlying leases. The

March 17, 2017 correspondence and JOA are attached as Exhibit 4.



36.  The JOA is a standard form used in the oil and gas industry and contains
the same provisions as JOAs that have been previously approved and executed by others in the

industry.

37.  Blackrock objected to the JOA.

38. To date, Blackrock has failed to submit the required payment for

patticipation in the wells.

Count I - Breach of Contract
39. Plaintiffs incorporate by reference each and every allegation set forth in

paragraphs 1 through 38 of this Complaint as if each were set out herein in their entirety.

40.  The purpose of this deal was to develop oil and/or gas property in Pleasants
County and the purpose for the LEA was for both parties to obtain leases in the AMI and have BB
Land drill and develop the leased acreage. Defendants’ failure to fulfill its obligations under the
LEA and the spreadsheet Payment Form have delayed Plaintiffs or its affiliates from drilling and

development of the leases and caused monetary damages.

41.  Blackrock breached the LEA by failing to comply with material terms and
conditions, including but not limited to, failing to provide the following: critical mapping, all

documentation of abstracting, title work, heir-ship documentation and executed lease packets.

42, Blackrock continually failed to provide the necessary documentation over
the course of several years since the inception of the LEA, thus creating a pattern and practice of

breaching the LEA.
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43.  Plaintiffs provided Blackrock with notice of its failure to comply with the

material terms of the LEA.

44. In addition to the material breaches of the LEA, Defendants also failed to
timely tender payment for Defendants’ Buy-in Percentage of leases to JB Exploration as required
by the LEA and the invoice included in the spreadsheet Payment Form. Thus, Blackrock has failed
to purchase the additional Buy-in Percentage in all of the leases acquired under the terms of the

LEA.

45.  Nevertheless, long after payment was required by the terms of the LEA, the
invoice included in the spreadsheet Payment Form and the course and conduct of the parties,
Blackrock has insisted on obtaining the Buy-in Percentage in the leases within the AMI. Yet,

Blackrock has never tendered payment to Plaintiffs for certain leases.

46.  Benedum breached the parties’ agreement because he owns oil and gas

property in Pleasants County that has not been leased by Plaintiffs or offered to Plaintiffs.

47.  Plaintiffs have tried on several occasions to resolve reasonably the
differences between the parties. Although Defendants have represented on several occasions that
they want to purchase the Buy-in Percentage and although Plaintiffs have given Defendants several
opportunities to complete the purchase, Defendants have not purchased the Buy-in Percentage and

have not tendered any money for drilling.

48.  Moreover, Blackrock refused to sign the JOA and has intentionally delayed

Plaintiffs’ efforts to drill and sell oil and/or gas.

I



49.  Blackrock’s actions in both failing to timely tender payments to JB
Exploration and to enter into the JOA has significantly impeded or prevented Plaintiffs from
drilling or otherwise acquiring oil and/or gas since the inception of the leases and as a result of

these material breaches, the LEA is void and terminated.,

50.  Because Defendants breached both the spirit of the LEA and material terms
of the LEA, the LEA and/or any modifications to the LEA are void and Defendants’ right to any

previously unpurchased Buy-in Percentage of leases in the AMI is terminated.

Count II - Declaratory Judgment

51. Plaintiffs incorporate by reference each and every allegation set forth in

paragraphs 1 through 50 of this Complaint as if each were set out herein in their entirety.

52.  Pursuant to West Virginia Code § 55-13-1 et seq,, Plaintiffs seek a
declaration as to the following: (i) that the LEA and/or any modifications of the LEA are void
and/or terminated as a result of Blackrock’s material breaches; and/or that Plaintiffs terminated the
LEA by providing proper notice of termination to Blackrock including, but not limited to,
correspondence dated November 1, 2017 and December 11, 2017; and/or void due to a mistake of
fact; (ii) that other than the Buy-in Percentage purchased by Blackrock in October and November
2013, Blackrock missed its opportunity to purchase the Buy-in Percentage of the leases within the
AMI, and failed to perform its obligations under the LEA as modified by the parties, and those
leases are no longer available for the additional Buy-in Percentage; (iii) that Plaintiffs have the
right to drill on the property leased by or transferred to them and Blackrock has no right to delay
development or production of the leased acreage; and (iv) that by failing to execute a JOA and

submit the payment for participation in the wells on the leased tracts, Defendants have forfeited

12



any rights to benefit from wells drilled on the leases for which Defendants have not paid, and (iv)
that Defendants must pay its share of the drilling cost of wells yet to be drilled at the time drilling

begins or forfeit all right to participate in such wells.

53.  In additions to the reasons that support a declaration terminating and/or
voiding the LEA, the Court should declare the LEA and/or any modifications to the LEA void
and/or terminated due to frustration of purpose. The purpose of the LEA was to acquire leases and
drill horizontal Marcellus and Utica oil and gas wells. Yet, Defendants have failed to participate,

instructed Plaintiffs not to drill, and have caused expensive delays in completion of the process.

54.  The leases must be drilled to realize any value from the five-year leases the
partics agreed to exchange. Defendants’ breaches of the agreements and failure to negotiate to
reach a fair resolution regarding the drilling and completion of the wells totally frustrates the
purposes of the agreements between the parties which, justifies termination of the LEA and/or any
modifications to the LEA, and a declaration that Defendants are not entitled to receive any revenue

or own any interest in any well Plaintiff causes to be drilled in the AMI area.

55.  Inthe alternative to declaring the LEA and/or any modifications to the LEA
void and/or terminated due to breach, notice of termination or frustration of purpose, the Court
should declare that the LEA is void due to a mutual mistake of fact in that the LEA does not contain
a term or termination clause. It was not the intent of the parties to participate in the LEA ad

infinitum.

Count 111 - Reformation of Contract

56.  Plaintiffs incorporate by reference each and every allegation set forth in

paragraphs | through 56 of this Complaint as if each were set out herein in their entirety.
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57.  As the dealings of the parties progressed, Plaintiffs notified Defendants that
Plaintiffs had narrowed the scope of planned drilling in Pleasants County, and the AMI area, to
McKim, Lafayette and Union Districts of Pleasants County. Defendants did not object to the

notice, nor otherwise contend that other areas would continue to be subject to the AMI.

58. The parties agreed, pursuant to Plaintiff’s rights under paragraph (7) of the
ILEA and/or the parties’ course of dealing, to limit the AMI area under the LEA to a drilling area

within McKim, Lafayette and Union Districts of Pleasants County.

59.  Nevertheless, Defendants have taken the absurd position that the LEA
places an obligation on Plaintiffs to purchase every lease acquired in the AMI, regardless of
whether Plaintiff intends to drill on the leases or has any other use for the leases, and
notwithstanding the course of dealings, notices to Defendants, nor the five-year term of the Jeases.
Drilling all of the leases that could be obtained in Pleasants County within the five-year terms of
those leases is impossible. If the Court is not inclined to void and/or terminate the LEA and/or
any modifications to the LEA and to the extent the Court finds that the LEA is ambiguous,
unconscionable and/or does support Defendants’ position, the Court should reform the LEA to
limit the AMI to McKim, Lafayette and Union Districts of Pleasants County and require
Defendants to timely pay any share of drilling and exploration costs in wells in which Defendants

may have an interest by virtue of partial lease ownership.

Count 1V — Tortious Interference with Contracts

60.  Plaintiffs incorporate by reference each and every allegation set forth in

paragraphs 1 through 59 of this Complaint as if each were set out herein in their entirety.
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61.  As set forth above, Plaintiffs have acquired numerous leases for property in
Pleasants County. Those leases are for a 5-year term and some will soon expire. Defendants’
notice to Plaintiffs not to drill, and failure to execute a JOA, are intentional acts of interference by
Defendants that have caused harm and damage to Plaintiffs because leases for which Plaintiffs

paid substantial consideration will expire.

62.  Defendants have taken the absurd position that Plaintiffs can’t drill on the
leased property despite the fact that the Lease Assignments (agreed to and executed by Defendants)
specifically grant Plaintiffs with “full control” over Defendants’ interest in the assigned leases.
Defendants’ absurd position has caused unnecessary delay in the development of the leased
acreage and is another separate act of intentional interference with Plaintiffs’ contractual

relationship with lessors of the leased acreage.

63. As a result of Defendants’ tortious interference with Plaintiffs’ leases,
Plaintiffs are entitled to damages for lost profits, interest on their investment, punitive damages

and any other damages caused by such interference.

Count V — Fraud in the Inducement

64.  Plaintiffs incorporate by reference each and every allegation set forth in

paragraphs 1 through 63 of this Complaint as if each were set out herein in their entirety.

65.  Defendants fraudulently represented to Plaintiffs that Defendants would
participate in the leases obtained by Plaintiffs. Defendants also fraudulently represented to
Plaintiffs that Defendants would contribute financially to develop wells on the leased property.

Based on Defendants’ fraudulent representations, Plaintiffs entered into the LEA and other

15



agreements with Defendants. However, as set forth above, Defendants consistently breached the
LEA and other agreements and did not participate in leases or drilling and exploration as agreed.

Thus, Defendants’ representations were untrue.

66.  Defendants’ fraudulent representation that Defendants would share in the
cost of the leases and the cost to acquire oil and/or gas from the leased acreage induced Plaintiffs

1o obtain leases on their own in the AMI.

67. As a result of Defendants’ fraudulent representations, Plaintiffs have
suffered damages including, but not limited to: the price of the leased acreage, lost profits and
lost opportunities to obtain oil and/or gas, other consequential damages incurred in obtaining
permits and taking all steps to develop the leased acreage only to be blocked by Defendants’
demands to participate (without payment) and other antics. Plaintiffs are also entitled to punitive

damages.

WHEREFORE, Plaintiffs request the following relief:

a) Compensatory damages for past, present and future losses;

b) A declaration that the Lease Exchange Agreement and/or any modifications
to the Lease Exchange Agreement are void and/or terminated and the parties
are released from all obligations under that Agreement; or in the alternative

establish a reasonable termination date for the L.ease Exchange Agreement;

c) Punitive damages;

d) Prejudgment and post-judgment interests;

16



€) Any further general or specific relief as may become apparent through this

litigation.

BB LAND, LLC and
JB EXPLORATION 1, LLC
By Counsel

George A Patterson, III (WV Bar # 2
Evan G. Conard (WV Bar #12265)
BOWLES RICE LLP

600 Quarrier Street

Post Office Box 1386

Charleston, West Virginia 25325-1386
Telephone: (304) 347-1100
rharvey{@bowlesrice.com
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AGREEMENT

This Lease Acquisition Agreéément (this %&:M "), executed  May 18,2003, (the
Execution Date ™), effective as of é‘, /¥ 5 &/, 2013 (the  Effective Date ), between Blackrock
Enterprises, LLC, party of the first part, [iéreinaﬁar referred fo as “Blackrock”, and JB Exploration 1,
LLC, party of the second part, hereinafter referred to as “JIB”

WHEREAS, party of the first part has completed significant abstracts on pareels cutlined on the
attached Exhibit “A”, and referted to as the Area of Mutual Interest (AM]), situate in Pleasants County
and Tyler County, West Virginia.

WHEREAS, party of the first part wishes to lease the tracts or parcels situate in the AMI; and,
party of second part desires to participate in the leasing of said tracts or parcels.

NOW THEREFQRE, in consideration of the sum of One Dollar ($1.00) cash in hand paid and
other good and valyable consideration, the receipt and sufficiency of which are hereby acknowledged,

. N . " .
parties heretovagreo to the following conditions, to-wit:

1. Blackrock shall furnish an up to date map to JB depicting the tracts that have been abstracted
and ready to lease within 15 days prior to signing this agreement, Blackrock agrees to fumnish
an updated copy, electronically, of said map on a weekly basis. JB shall supply all
components of the digital mapping system ta Blackrock for information flow on a weekly
basis.

2. Blackrock will begin to take leases on the tracts or parcels depicted on Exhibit “A” using a
Lease Agreement that is approved by both Blackrock and JB. Any tract leased within the
AMI will be subject to this Agreement and will be offered to JB or Blackrock, depending or
who obtains the lease(s), purchase of land, acquisition of minerals or any other transactions
completed within this area from the date of execution of this Agreement. Neo exceptions,

3. Blackrock shall provide certified title from an attorney aceeptable fo JB, and who shall have a
title insurance policy with the minimum amount of $4 million coverage and that will apply to
each title opinion provided.

4. Blackrock shall handle all of the abstracting, title work, heir-ship documentation [when
applicable], preparation of the Lease Packet, as depicted by JB, and getting said Leases
executed. JB shall receive copies of all work performed ou leases, including but not limited to
abstractor’s notes, work product, basically a complete copy of each file.

5. All mineral owners shall execute both 2 Memorendum of Lease and an Oif and Gas Lease, in
duplicate, setting forth all terms and conditions, Mineral owners will be given 310.00and a
receipt upon signing. ‘The Memorandum of Lease shall be recorded in the proper County,
once title is clear, and the original lease shall be sent to JB’s New Jersey Office address along
with the certified title, via United States Postal Service, or other arrangements as agreed upon
by JB and Blackrock,

6. JB agrees to provide funding for payment of ail rentals to mineral owners, gnce all
information is received by IB.

7. Blackrock agrees to provide all information for rentals to be paid, as needed, to /B’s New
Jersey Office by using the Payment Form listed on Exhibit “B” artached hereto. These



requirements may change from time to time, as determined by JB. JB agrees to notify

Blackrock via certified mail, of any requirement changes.

8. Blackrock agrees to assign unto JB all Lease Agreements obtained in the AMI afler payment
of rentals have been paid pursuant to item 6. herein. Blackrock shall be catitled to retain a
percentage of each 1 ease Agreement, which will be calculated upon the price per acre paid 1o
acquire said Lease which is more particularly described in item 9,

9. Blackrock shall be credited $300.00 per net acre on mineral leases, regardless of price per net
acre paid. This shall be accomplished by:

a. Memorandum of lease recorded in proper county

b. Title Opinion

¢. Original lease sent to JB’s NJ office with “rental request” as defined by JB,

d. Assignment from Blackrock to JB, done on a reatal request period, for the appropriate
amoynt of “earned” interest, as defined above. Net effect is that jb will receive an
assignment of the net interest due to JB, and Blackrock will retain their “eamed” interest.

10. Blackrock shall acquire an earned percentage in each lease for services referred to in item 4.
Blackrock shall acquite up to 25% of each lease by paying an additional purchase amount
which will be figured at 25% of the actual cost of said Lease less any earned percentage.

1. JB shall create an invoice within 30 days after receipt of the Payment Form, and after rentals
arc paid, listed on Exhibit *B” and referred to in item 7. herein. Blackrock shall have 45
days upon receipt of said invoice to tender payment to JB. Upon receipt of payment, JB will
assign the additional “purchased” interest to Blackrock. Any payment due and owing to JB
and not paid within 45 days shall accrue at 6% interest per year for a maximum of three {(3)
months, If the unpaid balance is not paid within the above time period (43 days from invoice
receipt and 3 additional months) then the “purchased” interest shall be unavailuble for
purchase and IB shall retain all rights 1o the additional “purchased” interest, to forever hold,
at JB’s sole discretion. . Blackrock agrees to notify JB in writing within said 45 day period if
Blackrock desires not to exercise its right to acquire the- Additional Percentage. Blackrock is
not required to make said purchase; it is solely Blackrock's decision.

12, The AMI area is defincd on exhibit “A”. it is understood that JB may enter into this AMI area
to obtain leases in the future. JB and Blackrock agree to work side by side. If Jb does decide
1o obtain leases within the AMI area and does all of the required work, as defined in
paragraph 4, then Blackrock will receive an invoice for $178.60 per net acre leased, once
rentals are paid, to obtain it's proportionate share of previous “earned” percentage. Blackrock
will be furthered be allowed to purchase “additional” interests for up to 25%, based upon a
calculation of dollars per net acre paid. Paragraph i1 shall dictate the payment terms for the
payment, It shall be Blackrocks scle discretion to accept or rgject these JB acquired interests,

13. JB or Blackrock may set up different companies to park these interests within.

14. This agreement does nat constitute 4 partnership. JB and Blackrock, or their parking entities,

will be considered separate and distinct entities.

Both Blackrock and JB agree to exccute any and all other documents necessary or that may be

required at a later date.

This agreement and all the provisions thereof shall apply 1o and be binding upon the successors

and assigns of the respective parties.



Notices to JB: Notices to Blackrock:

JB Exploration LLC Btackrock Enteprises, LLC
c/o DMRB ¢/o Michael Benedum
1720 Route 22 East PO Box 342

Union NJ 07083 Salem WV 26426

Debbie Morgan

WITNESS the following signatures:

Blackrock Enterprises, LLC
- e
P2 e i T >
- L7 Y ) A WS WA
Michael Benedum, Managing Member Date

Print Name: —_ Z{MM@ML}LL’H%W__* B
7

Ty JB Exploration 1, LLC

R o g) /
. 1 -
. d :;' ’f,‘ 7‘_,./// / (/j//
]// JI//?f\p T _ _ (l/ / _L/.Z____
© Randy I}J}o}g‘x, Managin?g“t\flémbef’,_,._/’;T" Date [ /4'
- - /‘/ 7 /fi
Print Name: . d/bm /’ }l:l z"?ﬁf

STATE OF WEST VIRGINIA,
COUNTY OF PLEASTANTS, TO-WIT;

The foregoing instrument was acknowledged before me this 18th day of May, 2013, by Michael

Benedum, Managing Member of Blackrock Enterprises, LLC, on behalf of said company.

My Commission Expires: "/

STATE OF WEST VIRGINIA,
COUNTY OF PLEASTANTS, TO-WIT;

The foregoing instrument was acknowledged before me this | 8th day of May, 2013, by Randy

Broda, Managing Member of JB Exploration 1, LLC, on behalf of szid company.

Notary Public

My Commission Expires: _@_/2 t/20/5 S
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Brian v!..ﬂm-

From: Sarah Marnson-Hacker <hacker_sarah@yahoo.com>
Sent: Monday, September 09, 2013 4:.59 PM

To: Brian Paugh: Randy Broda: Mike Benedum

Ce Gina

Subject: spreadsheet trial

Artachments: #BlLandRentalReguest 5-6-13.xls

Brian,

| have attached the spreadsheet with more entries. | have highlighted in green one of the deeds we have taken so you could easily review that entry, as well as the Shingleton
leases. These were paid for by Mike. | am not sure there is a way to enter these so that he is credited with the full amount. This might be food for thought for our meeting next
week. | have a couple deeds that he paid for as well that | will add to this as soon as | get all of the info. | believe this is my entire September rentals due.

Sarah

Sarah J. Hacker

Abstract WV LLC
P.O. Box 444
Belmont, WV 26134
304-865-1100 phone
304-665-1134 fax
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ASSIGNMENT OF OIL AND GAS LEASES

This Assignment of Oil and Gas Leases (“Assignment™) is made this  day of

, 2013, by and between BLACKROCK ENTERPRISES, LLC, a West Virginia
limited liability company (“Assignor™), and BB LAND, LLC, a West Virginia limited liability company
(“Assignee”).

NOW WITNESSETH THAT for and in consideration of Ten Dollars ($10.00) and other good
and valuable consideration the receipt and sufficiency of which is hereby acknowledged, Assignor herby
ASSIGNS, TRANSFERS AND SETS OVER unto Assignee all of the Assignor’s right, title and interest,
in and to the oil and gas leases, and the leasehold estates created thereby (“Leases™), set forth and
described on Exhibit “A” attached hereto and made a part hereof by reference.

This Assignment is made by the Assignor and accepted by the Assignee upon and subject to the
following terms and conditions:

1, The Assignor expressly reserves unto itself, its successors and assigns, an interest in each
lease, set forth and further described in Exhibit "A" attached hereto and made a part hereof by reference.
Assignor agrees that the Assignee shall have full control of the Assignors interest within the leases being
assigned in “Exhibit A™.

2. The Assignee assumes and agrees to pay, subject to its right of surrender, as and when
due from and after the date hereof, all delay rentals and other payments due to lessors in the Leases for so
long as the Assignee shall have the right to drill for, extract, remove or market oil and/or gas from the
lands described in such Leases.

3. This Assignment shall be construed in accordance with the laws of the State of West
Virginia.

4. This Assignment shall be binding upon the respective parties hereto, their respective
successors and assigns.

IN WITNESS WHEREOF, Assignor and Assignee have each caused their respective names to be
hereunto signed by their proper officer thereunto duly authorized:

ASSIGNOR:
BLACKROCK ENTERPRISES, LLC

By:
Michael L. Benedum
Its: Managing Member

ASSIGNEE:
BB LAND, LLC

By:
Brian Paugh
Its: Vice President of Land




“Exhibit A”

Lease
County | District | Map | Parcel(s) Date Acres Book Page







Randy Broda, President/Managing Member, BB Land, [ LC.
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AAP.L. FORM 610 - 1989

MODEL FORM OPERATING AGREEMENT

OPERATING AGREEMENT
DATED

January 31st . 2017*

Year

*Effeciive at siart of Location December 1, 2016

OPERATOR BB Land, LLC.

CONTRACT AREA Plesants County Master Agreement

COUNTY OR PARISH OF Plesants , STATEOF _Woest Virginia

COPYRIGHT 1989 - ALL RIGHTS RESERVED
AMERICAN  ASSOCIATION OF PETROLEUM
LANDMEN, 4100 FOSSIL CREEK BLVD
FORT WORTH, TEXAS, 76137, APPROVED FORM

AAPL NO 6101989
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No well shall be dnlled on the Contract Area until afier (1) the title to the Drillsite or Drilling Uni, if appropriate. has
been examined as above provided, and (2) the title has been approved by the examining attorney or title has been accepted by

all of the Dnllm Parties in such well Approval ime period for review of utle by nen-operati rties shall be 30 days fi 13
title. |1Lnu reply en it will deemed to be ggprm é P mewatt ¥ NOM-Operating parties she ays from receipt a

B. Loss or Failure of Title:

1. Failure of Title: Should any Oi} and Gas Interest or O:l and Gas Lease be lost througk failure of title, which results in a
reduction of interest from that shown on Exhibit "A" the party credited with contrbuting the affected Lease or Interest
(neluding, if applicable, a successor in interest to such party) shall have thrity (30} davs from final determination of title
failure 10 acquire a new lease or other instrument curing the entirety of the title failure, which acquisition will not be subject
to Article VILB., and faling to do so, this agreement, nevertheless, shall continue in force as to all remaining Oil and Gas
Leases and Interests, and,

{a) The pamy credited with contnbuting the Ol and Gas Lease or Interest affected by the title failure (including, if
applicable, a successor in interest to such party) shall bear alene the entire loss and it shall not be entitled to recover from
Operator or the other parties any development or operating costs which it may have previously paid or incurred, but there
shall be no additionai liability on its part 1o the other parties hereto by reason of such title failure;

(b) There shall be no retroactive adjustment of expenses incurred or revenues received from the operation of the
Lease or Interest which has failed. but the interests of the partes contained on Exhibit "A" shall be revised on an acreage
basis, as of the time it 1s determined finally that title failure has occurred, so that the mierest of the pamy whose Lease or
Interest 1s affected by the title failure wll thereafier be reduced in the Contract Area by the amount of the Lease or Interest failed,

(c} If the proportionate interest of the other parties hereto in any producing well previously drilled on the Contract
Area 15 increased by reason of the title failure, the party who bore the costs incurred in connection with such well arriburable
to the Lease or Interest winch has failed shall receive the proceeds atrributable to the increase in such interest (less costs and
burdens attributable thereto) until it has been reimbursed for unrecovered cests paid by it in comnection with such well
armbutable to such failed Lease or Interest;

{d)} Should any person not a party 10 this agreemment, who is determined to be the owner of any Lease or Interest
which has failed, pay in any manner any part of the cost of operation. development, or equipment, such amount shall be paid
to the party or parties who bore the costs which are so refunded;

(e) Any liabality to account to a person not a party ta this agreement for prior production of Otf and Gas which anses
by reason of tile failure shall be bome severally by each party (including a predecessor to a current party) whe received
production for which such accounting is required based on the amount of such production recerved, and each such party shall
severally mmdemmify, defend and hold harmless all other parties hereto for any such liability to account;

(f) No charge shall be made to the joint accoum for legal expenses, fees or salanies in connection with the defense of
the Lease or Interest claimed to have failed but if the party contributing such Lease or Interest hereto elects to defend its title
it shall bear all expenses in connection therewith: and

(y) 1If any pamy 1s given credit on Exhibit "A" to a Lease or Interest which is timited sclely to ownership of an
interest in the wellbore of any well or wells and the production therefrom, such party's absence of interest in the remainder
of the Contract Area shall be considered a Failure of Title as to such remaining Contract Area unless that absence of interest
15 reflected on Exhibit A"

2. Loss by Non-Pavment or Emroneous Paviment of Amount Due: If] through mustake or oversight, any rental, shut-in well

payment. muimmum rovalty or rovalty payment, or other payment necessary to maintain all or a portion of an Qil and Gas
Lease or interest 1s not paid or is erroneously paid, and as a tesult a Lease or Interest terminates, there shall be no moneran
liability against the party who failed to make such payment. Uniess the party who fatled to make the required payment
secures 4 new Lease or Imerest covering the same interest within minety (90) days from the discovery of the failure 1o make
proper payment, which acquisition will not be subject 1o Anicle VIILB., the interests of the parties reflected on Exhibit "A"
shall be revised on an acreage basis, effective as of the date of termination of the Lease or Imerest involved, and the party
who failed to make proper payment will no longer be credited with an interest in the Contract Area on account of ownership
of the Lease or Interest which has termunated.  [f the party who failed to make the required payment shzll not have been fuily
reimbursed, at the time of the loss. from the proceeds of the sale of Oil and Gas attnibutable 1o the lost Lease or Imterest,
calculated on an acreage basis, for the development and operating costs previously paid on account of such Lease or Interest.
it shall be reimbursed for unrecovered actual costs previcusly paid by it (but not for its share of the cost of any dry hole
previously drilled or wells previously abandoned) from so much of the following as is necessary to effect reimbursement:

(a) Proceeds of Gl and Gas preduced prior to ternination of the Lease or Interest, less operating expenses and lease
burdens chargeable hereunder to the person who failed to make payment, previousty acerued 1o the eredit of the lost Lease or
Interest, on an acreage basss, up to the amount of unrecovered costs;

(b) Proceeds of Oil and Gas, less operating expenses and lease burdens chargeable hereunder to the person wha failed
to make payment, up to the amount of unrecovered costs awmbutable to that portion of Oil and Gas thercafier produced and
marketed (excleding production from any wells thereafier dnlled) which, in the absence of such Lease or [nterest termination,
would be attributable to the lost Lease or Interest om an acreage basis and which as a result of such Lease or Interest
termination is credited to other parties, the proceeds of said portion of the Oil and Gas to be contributed by the other parties
in praportion to their respecnve imerests reflected on Exhibit "A”"; and,

{c) Any monies. up to the amount of unrecovered costs, that may be paid by any party who is, or becomes, the owner
of the Lease or Interest lost, for the privilege of participating in the Contract Area or becoming a party to this agreement.

3. Dther Losses: All losses of Leases or Interests committed to this agreement, other than those set forth in Articles
IVB.| and VB2 above, shall be joint losses and shall be borne by all parties in proportion to their interests shown on
Extibit "A."  This shall include but not be limited to the loss of any Lease or Imterest through failure to develop or because
express or implied covenants have not been performed (other than performance which requires only the payment of meney),
and the loss of any Lease by expuation at the end of ns pnmary tepm if 11 is not renewed or extended. There shall be no
readjustment of interests in the remaining portion of the Contract Area on account of any joirt loss

4. Cunng Title: In the event of a Failure of Title under Article IV.B.1. or a loss of title under Article IV.B.2. above, any

L In d b k ther than the party wh teregt has failed or was lo the th (30 da
st I oS aE e R Pany bt (othy fan the party whose imtercit has Faled o s o e el

or was lost shall be offered at cost to the party whase interest has faled or was lost and the provisions of Article VIILB

shazll not apply to such acquisiten.



