DELIVERED TO: MEMORANDUM NO

CONFIDENTIAL PRIVATE PLACEMENT MEMORANDUM
DRILCQ0171HDRILLING PROGRAM

CONSISTINGF:

DRILCQ0171HCOMPANY, L.L.C.
(West Virginia limited partnership)

UNITS OF GENERAL PARTNER INTERESTS
AND LIMITED PARTNER INTERESTS
AT $100000 PER UNIT

MINIMUM OFFERING3 UNITS FOR300000
MAXIMUM OFFERIG: 3@ UNITS FOR $30,000,600
OVERSUBSCRIBEBXIMUM OFFERIG: 360 UNITS FOR $380,000

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE
SECURITIES COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES
OR DETERMINED IF THIS MEMORANDUM IS TRUTHFUL OR COMPLETE. ANY

REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

THE UNITS ARE SUBJECT TO RESTRICTIONS ON RESALE AND MAY NOT BE
TRANSFERRED OR RESOLD EXCEPT AS PERMITTED UNDER THE SECURITIES ACT
AND APPLICABLE STATE SECURITIES LAWS PURSUANT TO REGISTRATION OR

EXEMPTN THEREFROM.

Drilco 2017 1H Drilling Program

DRILCO OIL & GAS, INC.
Managing General Partner
P.O. Box 385
Grantsville, WV 26147
Office (304) 354516
Fax (304) 354809
Cell (304) 550978
Website: wwwDrilcoOil@s.om

1Subject to certain discount as set forth in the Private Placement Memorandum
2Assumes acquisition of all Units without discount

sAssumes acquisition of all Units without discount

4Assumes acquisition of &linits without discount

JANUARY 2017



CONFIDENTIAL PRIVATE PLACEMENT MEMORANDUM
DRILCQ0171H DRILLING PROGRAM

300 Units of Limited Partner and General Partner Interests
Subscription Pricet100,000per Unit

Total Amount of Offering$30,000,000¢ Minimum Offering 13 units$1,300,000; Oversubscribed Maximum
Offering:$36,000,000

This memorandum is provided on a confidential basis for evaluating the private placement of up to 300 Units of limited partne
("LP"and general partne('GP")interests("Units") in Drilco20171H Drilling Program, a West Virginia limited partnership (collectively,
the 'Partnership"), at a subscription price of $100,000 per Unit ("Unit Price"). If the maximum offering amount is raséukrit
anticipated tha the Partnership will participate with Drilco Oil & Gas, Ifi©rilco™)in drilling about 20 crude oil and natural gas
development wells, primarily in the upper Mississippian Section and Devonian Shale horizons with up to ten (10) versicalduelh
(10) horizontal wells crude oil and natural gas producing s&tfiogram Wells")pn Drilco's prospects (th&Prospects"within the
Appalachian Basin spanning seven counties in West Virginid'Rttogect Areas")Operations will be conducted through aifnt venture
between each respective Partnership and Drilco (fhewgram”).The Program will be capitalized 75% by the Partnership from the sale of
Units (the"Partnership Position"and 25% by Drilco (th®rilco Position").

Drilco will be the managingegeral partner of the Partnership and the Program and will assign well bore working interests in the
Prospects to the Program. Drilco will receive a ienurring location fee and management fee from the Program for each assigned Prospect
and will earn a eversionary interest in the Program that will increase the Drilco Position from 25% after total distributions to the
Unitholders reach 110% of their investmetot50% meaning that after payout 50% profits will go to Drilco and 50% of profits will go to the
partnership Drilco may increase the size of the offering, along with its proportionate Program contribution, by up to 20% for any over
subscriptions, which would increase the maximum offering amount by up to $6,000,000 for a total maximum offering &36p000,000

To purchase Units, subscribers must qualify as "accredited investors," as defined under the Securities Act of 1I'S&g (tfitees
Act'). Drilco may accept noaccredited sophisticated investors on a case by case basis, for investmem iRartnership, at the sole
discretion of the Partnership. Transfers of the Units will be restricted under the Securities Act and the Partnership Agrésrestors
may elect to purchase either General Partnership (GP) Units or Limited Partnershipn{ts?)During the drilling and completion phase,
purchasers of GP Units will have unlimited liability for Partnership obligations, but will be entitled to apply their taotidad from the
Partnership against their active income from other sources undentorking interest owner exception from the passive activity loss rules.
See "Federal Income Tax Considerations." When the drilling phase is completed, all outstanding GP Units will be cornvé&fednits,
limiting the holders' liability for Partnersp obligations arising after the conversion.

The Units are being offered on a "best efforts" basis by Drilco Oil and Gas officers or if any selling agent agreemaudts lzeéeen
Drilco and any financial advisors, companies, investment banks, or members in good standing of the Financial kgluatoryRAuthority
("FINRA"Ythe "Selling Agents"and, on a limited basis, by affiliates and employees of Drilco. The Partnership will pay a commission based on
investment banking terms Lehman Scale on all Units sold by that Selling Agent. No Corsrarsges will be paid on Units sold through affiliates
or employees of Drilco.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or determined if this memorandum is truthf or complete. Any representation to the contrary is a criminal
offense.



NOTICES TO INVESTORS

The memorandum has been prepared solely for evaluating an investment in Units in the Partnership. It includes
statements, estimates and forecasts about the Partnership's anticipated activities and performance. Actual performance may
differ materially from anticipated results due to economic conditions and other risks, uncertainties and circumstances partly
totally outside the Partnership's control. See "Risk Factors." None of the information in this memorandum should be construed
as financial, legal, tax or investment advice or as a guaranty about the economic return that may result from ownerstsp of Un
Delivery of the memorandum does not imply that the information it contains is unchanged after its issuance date.

This memorandum is delivered to the person named on the top of the cover page. It constitutes an offer only to that
person. It does not constitutan offer or solicitation to anyone in any state or other jurisdiction where an offer or solicitation of
Units is unauthorized or not permitted pursuant to prevailing laws. The minimum subscription is one Unit, unless waiited.by Dr
The offering will teminate when subscriptions for all of the offered Units have been accepted by Drilco on behalf of the Partnership
or December 312017, whichever occurs first, subject to earlier termination by Drilco in its sole discretion. See "Terms of the
Offering.”

Theoffering of Units has not been registered under the Securities Act or any state securities laws. The Units are being
offered in reliance on the exemption from registration provided by Rule 506(c) of Regulation D under the Securities Act for
transactions ot involving a public offering and in reliance on similar exemptions under state securities laws. The Units are
subject to restrictions on transferability and may not be transferred or resold except as permitted under the Securities Act,
applicable state ecurities laws and the Partnership agreement of each limited partnership. Investors will be required to bear
the financial risks of the investment for an indefinite period of time.

Units may be purchased only by persons who qualify as "accredited investmter Regulation D of the Securities
Act. A limited number of nomaccredited investors may be accepted for investment in the Program subject to the acceptance
of such investment by Drilco in its sole discretion. Subscribers must be able to make theergpt®ns in the Subscription
Agreement included at the end of this memorandumBxsibit |. These include representations about the personal income
and net worth thresholds required for qualification as an accredited investor. Investors must also represent that they are
purchasing Units solely for investment and not with a view to resale otthiés. See "Investor Suitability Standards,” Units
will not be issued to any investor unless and until his subscription has been accepted. Subscriptions may be rejected by Dril
in its sole discretion. See "Terms of the Offerin§ubscription Procedure."

Upon request, each investor will have the opportunity to ask questions and receive answers about the Partnership and
its business plan from Drilco's management. Drilco will also furnish any additional information that may be requested for
verifying the acaracy of this memorandum. See "Additional Information.” No person has been authorized to give any
representations about this offering other than the information in this memorandum and any due diligence materials provided
by Drilco upon request to any inves or Selling Agent. Any other representations or information should not be relied on as
having been authorized.

Units should be purchased only by investors who have no need for liquidity and are able to bear the economic loss of
their entire investmentSubscribers should carefully consider whether an investment in Units is suitable in light of their
financial condition and requirements. In particular, you should carefully consider the information under "Risk Factors"
beginning on page 12 of this memorand.



NASAA UNIFORM LEGEND

IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN EXAMINATION OF
PARTNERSHIP AND THE TERMS OF THE OFFERING, INCLUDING THE MERITS AND RISKS INVOLVED. THESE S
HAVE NOT BEEN RECOMMENDHEINBYWEDERAL OR STATE SECURITIES COMMISSION OR REGULATORY AUTHOR
THOSE AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR DETERMINED THE ADEQUACY OF THIS DO!
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. THESE SECURITIES ARECIUBNECT TO RE
ON TRANSFERABILITY AND RESALE AND MAY NOT BE TRANSFERRED OR RESOLD EXCEPT AS PERMITTED L
SECURITIES ACT AND THE APPLICABLE STATE SECURITIES LAWS. INVESTORS WILL BE REQUIRED TO BEAR TH
RISKS OF THIS INVESTMENT FOR AN INDEERNOE OF TIME.

FORWARD LOOKING STATEMENTS

THIS MEMORANDUM CONTAINS CERTAIN FORWARMG STATEMENTS WITHIN THE MEANING OF
SECTION 27 OF THE SECURITIES ACT RELATING TO ANTICIPATED DRILLING, PRODUCTION AND FIN
PERFORMANCE. ACTUAL PERERREIMAND RESULTS MAY DIFFER MATERIALLY FROM ANTICIPATED RESULTS DU
ECONOMIC CONDITIONS AND OTHER RISKS, UNCERTAINTIES AND CIRCUMSTANCES PARTLY OR TOTALLY
EITHER PARTNERSHIP'S CONTROL, INCLUDING OPERATING RISKS INHERENT IN CRUDE OIGASND NATUF
DEVELOPMENT AND PRODUCING ACTIVITIES, FLUCTUATIONS IN MARKET PRICES OF CRUDE OIL AND NATU
AND CHANGES IN FUTURE PRODUCTION COSTS, WORDS SUCH AS "ANTICIPATED," "EXPECT," "INTEND," "PLA
SIMILAR EXPRESSIONS ARE INTENDED TO IDENTIFY FQRNWRBTATEMENTS, ALL OF WHICH ARE SUBJECT TO
THESE RISKS AND UNCERTAINTIES. SEE "RISK RACTORS
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SUMMARY OF THE OFFERING

The following term sheet and executive summary are qualified by the more detailed information provided
elsewhere in this memorandum and the attached exhibits. Investors should carefully read the entire memorandum
("PPM"),as well as the exhibits. Capitait words and certain industry terms are defined when first used in the PPM,
and an alphabetical glossary of these terms is includeBxsbit A(the 'Glossary")The Glossary is also incorporated
into the definitions used in the attached form of partneiptagreement for the Program (the 'Program Agreement") the
DRILCQ0171H COMPANY, L.L.C. agreement of limited partnership andR#nership Agreement'the assignment
of drilling rights on the Prospects from Drilco to the Program (tReospect Assigment') and the drilling and operating
agreement for the Program Wells between Drilco and the Program"@h#éling and Operating Agreemenfyhese
agreements are referred to collectively as tHerogram Agreementsédnd are attached agxhibit Bthrough Exhibit E.

TERM SHEET

The OfferingA minimum of 13 Units (theMinimum Offering™)and a maximum of 300 Units (ti&aximum Offering")

are being offered to accredited investors and a limited number of-aooredited sophisticated investors, at the
discretion of Drilco, through a private placement (tfrivate Placement')n reliance on an exemption from

registration under Regulation DuR 506(C) of the Securities Act of 1933, as amended"@eeurities Act")The

purchase price for each Unit is $100,000, subject to certain discounts available in the Program partnership, DRILCO
20171H COMPANY, L.L.C., as set forth herein, payabld impfon subscription. If the Private Placement is over
subscribed, Drilco may increase the Maximum Offering, along with its proportionate Program contribution, by up to
20% or an additional 60 Units.

The Partnership  The Partnership wa®rmed to participae with Drilco in a portfolio of crude
oil and natural gas development wells to be drilled by Drilco in the Projec
Areasbeginningduringthe year of 2017 The Partnership will participate in
the Program Wells as a partner of Dri@171H Drilling Progam, operating
joint ventures between the Partnership and Drilco, which we refer to as t
"Program."

The Sponsor Drilco Oil & Gas, Inc., a West Virginia corporation, is the sponsor of the
Partnership. Drilco will be the managing general partner ofRBenership
and the Program. Drilco will also servegaseral drilling contractor ah
operator under the Drilling and Operating Agreement. Drilco controls all
crude oil and natural gas development operations in the Project Areas
through its lease arid infistructure position and will assign its well bore
working interests in the Prospects to the Program, subject to thady
participation rightg"Third-Party Rights")in portions of its acreage.

Nature of Units Investors may elect to purchase Units of either general partner interests
limited partner interests in the Partnership. Holders of LP Units will have
liability for Partnership obligations in excess of their capital contributions
but may only applyheir tax deductions from the Partnership against their
passive income from the Partnership and other sources. Holders of GP |
will be exposed to unlimited liability for Partnership obligations, but will
qualify for the working interest owner exceptidrom the passive activity
loss rules. Generally, this will entitle GP Unitholders to apply their tax
deductions from the Partnership against salaries and any other sources
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Tax Advantages

Start-Up Costs

Offering Peiod

active income. See "Federal Income Tax Considerations" herein. When
drilling andcompletion operations are concluded, all outstanding GP Unit
will be converted into LP Units, limiting the holders' liability for the
Partnership obligations arising after the conversion.

The drilling and completion costs for the Prograreli/will be allocated
under the Drilling and Operating Agreement in a proportion of 85% to
intangible drilling and development cogt8DC" or "Intangible Drilling
Costs™and 15% to tangible equipment and completion cqstangible
Costs")Under the "tinctional allocation" provisions of the Program
Agreement up to all of the IRB&ill be allocated to the Partnership which
will in turn allocate such IDT@® the Unitholders, up to the total of their
investment, with the remaining IDC and the Tangiblst€expected to be
allocated to Drilco. Drilco will endeavor to structure its future drilling
activities in a manner whereby the Unitholders would have income tax
deductions in the2017tax year for up to 85% to 90% of their subscription
price of $100,00@er Unit, subject to certain discounts as set forth herein.
Note, however, that a Unitholder's IDC deduction 2611.7or 2018will
ultimately depend upon the prepayment of drilling and completion stst
the operator bythe end of the tax year that the diction is desired and
that the Partnership's drilling activities commencethg end of the first
guarter of the subsequent year. For example for a 2017 deduction, Drilli
costs must be prepaid by December 31, 2017 and drilling must begin by
March 31,2018. To the extent that such conditions are satisfied later than
the dates mentioned above, your IDC deductions could possibly be defe
into later tax years as a result of the sag@nditions Assuming a combined
state and federal tax bracket of 40%ijgtamounts to gotential tax savings
of $34,000to $36,000per Unit for2017assuming each Unit is purchased a
full subscription price. Unitholders will be entitled to annual percentage
depletion deductions at a rate currently established at 15% ofratiyction
revenues allocated to them

All StartUp Costs will be paid by the Partnership from proceeds of this
offering, up to a cap equal to 10% of the gross offering proceeds. Any St
Up Costs in excess of the capped amount wilbégable by Drilco. The Star
Up Costs include all sales commissions, due diligence fees, marketing fe
and other offering expenses, legal and accounting fees and other costs 1
the organization of the Partnership. See "Plan of Distribution."”

If the minimum offering is reached by December 201 7the Private
Placement will continue until the Maximum Offering is reached or Decen
31,2018 whichever occurs first (the "Termination Date"), subject to earlie
termination by Drilco in its de discretion.



Early Incentive

Put Option

Closings

Program Structure

Unless earlier terminated at the sole discretion of Drilco, as an incentive
early investment, investors are offered a discount on the Unit Price, subj
to certain limitations, based on the date of each subscritfetly paid
subscription for the Units. For those subscriptions received: (i) on or befc
June 302017, the price of a Unit shall be equal to $90,000; and (ii) on or
before July 312017, the price of a Unit shall be equal to $95,000. Any suc
discountedUnit prices set forth in (i) or (ii) shall only be applicable to a
maximum Program subscription of Units totaling the aggregate of
$5,000,000, Subscribers for the Units shall not be eligible for any discou
the Unit price for subscriptions received eftJuly 312017or upon the
receipt of $5,000,000 cumulative Offering Unit sales. Additionally, for eal
incentives to apply, a subscription must be postrked by the applicable
termination date as set forth above and such early incentives shall be on
first-come, firstserved basis. Any subscriptions that exceed the maximun
Program subscription applicable to early incentives or the time constrain
for such early incentives shall be accepted or rejected, in whole or in par
solely at the discretion dhe Company.

In the first quarter of each year, beginning one year after the date of the
initial distribution by the Partnership, the Unitholders will have the option
(the "Put Option")to tender their interests in the Partnership for sale to
Drilco at a price per Unit equal to 3 times the sum of the Partnership's
distributions to investor per Unit during the preceding-tinth period. The
purchase price is subject to a 20% reduction for any Put Option exercise
within six months before or aftehe point when total distributions to the
Unitholders reach 110% of their investment. The Put Option may not be
exercised for more than 10% of the Units in any one year and will be
considered on a "firstome, firstserved" basis. It is also conditioned
Drilco's election to purchase tendered Units and its receipt of certain legi
opinions explaining the legal effect and potential consequences of honot
the Put Option requests under Federal taxation and securities laws.
Closings of th@rivate Placement (each; a "Closing") will be held from tim
to time prior to the Termination Date. The initial Closing will be held whei
the Minimum Offering is reached. Program operations will commence at
time. Drilco reserves the right to close theogram at any time in its sole
discretion.

The Program is being capitalized 75% by the Partnership from the sale ¢
Units and 25% by Drilco. Under the terms of the Program Agreement; th
100% working interests in the Prospects assigmg@rilco to the Program

0 G ®®gram Positiof) will be shared proportionately 75% by the
Partnership and 25% by Drilco (the "Proportionate Shares") until total
Partnership distributions to the Unitholders reach 110% of their investme
(Payout™) in theJnits. After Payout, Drilco will earn a reversionary interes
25% of the Program Pasition in each of the Program Wells the "Drilco



Prospects

Location Fee

Management Fee

Program Wells

Well AFEs

Reversionary Interest"). This will reduce the Partnership Position to 50%
after Payout.

The Prospects are being selected by Drilco from a mix of its proved
undeveloped"PUD")locations within the Project Areas, with the balance
drilling sites currently classified as probable or possible reserves. Drilco
broad discretion in the selecin of Prospects and the timing of their
development. Selection criteria include evaluation of the latest geologica
and geophysical data from ongoing operations in the Project Areas, time
approval of drilling permits by state agencies and various logisti
considerations. Drilco will act as Transfer Agent and Paying Agent for
monthly oil and gas payments.

The Program will pay Drilco a noecurring location fee for each Prospect ¢
the rate of $80,000 per horizontal and vertical well ddien the same well
location (the"Location Fee")Based on an estimated portfolio of 10
Horizontal wells and 10 Vertical wells proposed on the same well locatio
The Location Fee charged by Drilco is typical and customary with those
charged by other compaes in the Appalachian Basin for leasing rights.
The Program will pay Drilco a neecurringmanagement fee of $24,000 per
well (the "Management Fee").

Depending on the size of the Private Placement, if the maximiffiening
amount is raised, it is anticipated that the Program will drill about 10 Vert
and 10 Horizontal Program Wells targetitige upper Mississippian Sectior
and Devonian Shale horizgm®nventional and unconventionatude oil,
shallow oil bearingandsand natural gas pay zones presentdughout the
Project Arealf the Private Placement is fully subscribed, Drilco anticipate
that it will drill 10 Vertical and 10 Horizontal Program Wells in Ritchie Co
and Gilmer County, WV. In the eventpafor well results on the proposed
acreage, Drilco reserves the right to relocate drill sites to another
prospective location of its choosing. Drilco, in its discretion, may increas:
decrease the number of horizontal wells it has estimated above, within
5NAf O2Qa fSIasS I ONBIF3IS 0606AGK (KS
estimate by Drilco of its development plan.

Drilco will be responsible for drilling and completing all of the Program W
under the Drilling and Operating Agreememith the Program. The projecte
drilling and completion costs Authorization For Expenditures ("AFES") fo
Program Wells are estimated at this time to average $1,860,000 per
horizontal well and $1,170,000 per vertical well. Drilco reserves the right
its sole discretion to add a vertical or horizontal wells to the program if
shallow natural gas or crude oil is encountered. Actual drilling and
completion costs for the Program Wells may vary from their AFEs.
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CostPlus Pricing

TrueUp Account

Escrow Account
and Escrow Agent

Suitability

Risk Factors

The Program Wells will beilled and completed for the Program on an AF
"cost-plus” 15% basis. 15% of the AFEs under the Drilling and Operating
Agreement. Any net surplus in the AFE qasts payments above actual
drilling and completion costs will be applied for the benefit a th
Partnership under the trueip provisions of the Prospect Assignment.

The Partnership will not be assessed for any AFE shortfall or reimburse:
any excess AFHsstead, Drilco will maintain an account under the Prospt
Assignment (the "Tru&Jp Account), reflecting a credit for the Partnership*
Proportionate Share of any AFEs for Program Wells in excess of its actu
drilling and completion costs and a delot fits Proportionate Share of any
drilling and completion costs for Program Wells in excess of its AFEs on
costplus basis. Any net deficit balance in the Fe Account for all
Program Wells will be borne by Drilco and applied to proportionately
increase the Drilco Position in the last Program Wells, determined by
completion dates. Any net surplus in the T#up Account for all Program
Wells will be applied to proportionately increase the Partnership Position
the fast Program Wells. If the net surplexceeds the AFE cqsts rate for
one or more horizontal wells, Drilco will assign one or more additional
Prospects to the Program and drill an additional Program Well for the
Program on each Prospect by application of the surplus funds in theUpu
Account.

All subscription proceeds from the sale of Units will be deposited in a
segregated account for the Partnership (collectively, the 'Escrow Accour
The Premier Bank in Spencer, WV under the account of Drilem®®Gas 1H
Drilling Program, L.L.C.

Subscriptions for Units will only be accepted from accredited investors ol
the sole discretion of Drilco, certain n@tcredited sophisticated investors.
Subscribers must also represent in their Subscription Agreefiiedtibit )
that they are acquirig Units for investment and not with a view to their
resale or distribution. In addition, subscribers must represent that they hi
the ability to bear the economic risk of the investment for an indefinite
period of time, with a principal investment objeeti of securing an econom
profit, without regard to tax benefits from the investment.

An investment in a drilling business such as the Program is very speculs
and the ownership of Units involves many risks and uncertainties. These
include, but are not limited to, drilling and operating risks inherent in oil a
gas development and producing activities, fluctuations in market prices ¢
crude oil and natural gas, changes in future production costs and conflic
interest inherent in thestructure of the Partnership and the Program.
Investors should carefully consider the information under "Risk Factors"
beginning on page 12 of this memorandum.
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EXECUTIVE SUMMARY

Strategy. The Partnership is structured to capitalize conventional and unconventional resource
development opportunities in the Project Areas and the favorable long term pricing expectations of Drilco for crude
oil and natural gas. The primary pay zone in the Project Areas is the Upper Mississippian Settiloa Bevonian
and Marcellus Shale formations. The economics of Upper Mississippian Section and the Devonian and Marcellus Shale
formations play in this part of the Appalachian Basin have been transformed by recent advances in horizontal drilling
and competion technology optimized for the region. Drilco was one of the first operators in the region to deploy and
refine deviated and horizontal drilling technologyhich has, in many casdacreased initial recovery volumes and
rates for Upper Mississippian Section and the Devonian and Marcellus Shale wells in Northern Appalachia at lower
finding costs than conventional vertical and Mississippian Section and shale wells drilled in sipakarla addition
to technical expertise, Drilco has historically reduced its finding costs through a disciplined focus on drilling and
completion efficiencies, combined with competitive pricing for thpdrty drilling services and equipment, facilitated
by its status as an established and recognized regional buyer of tubular and well equipment. Notwithstanding such
efficiencies, Drilco's ability to achieve such efficiencies may be limited by upward pricing adjustments occurring at
such time when the serges and equipment is contracted for by Drilco.

Business ModelDrilco operates all of its existing wells in the Project Areas and controls the entirexfigél
gathering and sales infrastructure for their production, either directly or through its nagaalgathering pipelines. As
of the date of this memorandum, Drilco's natural gas gathering system and crude oil storage facilities for the Project
Areas and advanced gathering and crudefadilitiesin Ritchie County and Gilmer County, WBfilco also Bs historically
obtained firm capacity transportation rights with thiplarty pipelines that have helped prior drilling programs to
ensure the deliverability of existing and future crude oil and natural gas production from the Project Areas. Drilco has
sudh firm capacity transportation rights. Sales of crude oil and natural gas production from the Program Wells could
also benefit from the high energy content of Appalachian crude oil and natural gas, which has historically resulted over
the past couple of yars in realized sales premiums. The proximity of the Project Areas to major east coast markets
historically has generated further realization premiums above spot prices.

Investment ObjectivesThe investment objectives of the Partnership are to

1 generateregular monthly cash flow distributions to investors from sales of crude oil and natural gas produced
from the Program Wells;

1 provide tax advantages through 100 percent intangible tax deductions to the general partners in this
program during the drilling rad completion phase, and once the wells are drilled and completed, the
general partners that invested in the program will be converted from general partners to limited partners
to maximize their tax benefit

1 provide tax advantages during the production pkatrough percentage depletion deductions that will
partially shelter Partnership income allocations from Federal income taxation.

Management.Drilco is a privately held independent exploration and production company operating in the
Appalachian Basin siacl995. Drilco's management has over 100 years of combined exploration and production
experience in this region. To develop its resources, Drilco has expanded from drilling five wells in 1995 to drilling and
operating over 200 wells for the period comprigi1995 througl2017, for an aggregate total of over 200 wells in the
Project Areas. Drilco also controls the natural gas gathering system and crude oil infrastructure for all Project Areas, as
well as the natural gas processing facilities. Drilco is ddédécto maintaining superior operating standards. See
"Management."

Project Areas Over the last several years, Drilco has aggressively assembled its core Project Areas,
which currently span a total of 15,000 acres across seven counties in West Virginia.
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Prior PerformanceSince its formation, Drilco has drilleddoperates dotal of over 200 wells in the Project Areas. All

of these wells have been drilled with joint venture partnsisce 2001(collectively,"Prior Programs")Historically,

100% of he wells drilled by Drilco on this acreage have been completed as producers. Additional information about the
Prior Programs is provided in the Prior Activities Report includégkhibit Go this PPM. Beginning in 200rilco

participated with its own apital between45% to 85% in their wellsyhich were drilled at cost. As a result of the
YI22NAGe 2F S5NARfO2Qa ¢Stta o0SAyad 2F GKS GSNIAOKFE G(GeLlS:
improved production economies found with wells deaby the newly adopted technique of horizontal drilling. For all of

the wells drilled by Drilco, Drilco had at its disposal the majority, if not all, of the equipment needed to do the necessary
preliminary work, to drilling and completing the wells; whitas enabled Drilco to keep its costs low.

ProspectsThe Program will acquire its development rights in the Prospects under a Prospect Assignment
from Drilco. For the Program's vertical and horizontal wells, these rights will be limited to well bore only assignments
to the twenty well program. The Mississipp Section is considered conventional due to its high permeability while
the Devonian Shale formations are considered unconventional targets because of their low permeability. To be
productive, natural fracturing must be present and generally must be ecd@ by an effective treatment. While this
typically results in modest initial volumes and pressures for vertical and horizontal wells in the Mississippian Section
and Devonian Shale wells in the region, it generally also accounts for the low annuat detelsBixdemonstrated by
these wells, many of which are expected to produce for 30 years or more. Additional information about the
geological characteristics of the Project Areas is provided in the Geology Report included in this memorandum as
Exhibit F.

Program Wells.

Drilco Oil & Gas Corp. in Partnership with Dr26éa7 1H Drilling Program, LLC is seeking to raise
$30,000,000.00 for an Oil and Gas Drilling Program that will consist of drilling 10 Vertical Wells and 10 Horizontal Wells
throughout five cude oil and natural gas producing zones. These zones consist of the following formations: the Big
Lime formations, the Big Injun Sandstone, Berea Sandstone, and Upper Devonian Shale through to Marcellus Shale.
The ten vertical wells will be completed usimglti-stage frac methods though the use of lateral jet perforating and
bridge plug completion. Each of the ten vertical wells and ten horizontal wells will be drilled on various leaseholds held
by Drilco Oil & Gas Corp. in the State of West Virginiav€htsire is open to Accredited Investors and is filed as a
506(c) Regulatio® Offering with the SEC.

If the Program raises the maximum offering amount, Drilco intends that it will drill a total of 20 Program Wells,
which will include 10 vertical wells theve will drill for exploratory purposes in support of the goal of drilling 20 total
wells. We will drill the 10 vertical wells first, using mud logging and other methods to evaluate gdidlogical
formations (1,850~6,@0 feet), running crossectionswith the intention of finding the prominent producing zones
primarily for crude oil and natural gas production. After interpreting the geological data from the 10 vertical wells,
Drilco will determine which areas will produce the greatest amount of cnidand natural gas. Determination is
founded upon mudlogging analysis and geological research. Once the vertical wells are completed, Drilco will put the
vertical wells into production. Drilco will also utilize new enhanced completion and jetting texiesiwith the
vertical wells. The 10 horizontal wells will then be drilled in the areas that show the most promise (8% porosity or
higher). Horizontal wells will provide accelerated crude oil and natural gas production within the Big Injun Sand, Big
Lime Berea Sandstone, Upper Devonian Shale and the Marcellus Shale formations

The Program's horizontal wells will generally have a single lateral leg length ranging between 2,000 feet to 3,500 feet
through the target formation. The Program Wells will tartfet Big Injun Sand Upper Mississippian geological section.

The Devonian Shale depths range from 3000 to 6,500 feet. Up to 10 horizontal wells will focus on shallow crude oil and
natural gas producing sands in the Upper Mississippian sands. Drilco willeterthe Program Wells as expeditiously

as possible. With its core crude oil and natural gas infrastructure in place for the Project Areas, Drilco expects to bring
Program Wells on line generally within 45 days after completion.

Allocation of AFE CosRlus Obligations. If costs exceed the allocated AFEs, Drilco is entitled to stop the
program at that point. If there is money left over from drilling after the anticipated number of twenty wells have been
drilled and completed, the excess funding will bephed to the TrueUp Account for additional drilling and exploration
YR FRRSR (G2 GKS tNRINFYZ |G S5NAEO2Qa 2LWGA2y o
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Drilling Operations.As the general contractor and operator under the Drilling and Operating Agreement,
Drilco will be responsible for sitgreparation, drilling and completion operations and installation of flow lines for
connecting Program Wells to its existing gathering facilities. Drilco will rely on specialized subcontractors with
established expertise for drilling and completion work tbe Program Wells. Drilco will retain control over all
geological, drilling and completion decisions and supervisory responsibility for all engineering and administrative
services performed by its outside contractors.

Well Operations.Drilco will be respnsible under the Drilling and Operating Agreement for operating and
maintaining the Program Wells and for using its best efforts to maximize their production. Pursuant to COPAS
accounting guidelines, Drilco will be entitled to monthly fees for producirgggm Wells. The monthly operating fees
are established at $500 per Program Well during the first year of production, or $1,000 for any Program Well with oil
production requiring regular attention. These fees are subject to future increases at Drilco'stiie based on
prevailing operating costs.

Crude Oil and Natural Gas Marketin@rude oil and natural gagg@duction from the Project Areas are
currently sold through Drilco. Drilco coordinates all natural gas transportation arrangements and revenue related
services for the Project Areas. A portion of the crude oil and natural gas production from the Pnagastig sold
through Drilco under fixegbrice contracts, and the balance is sold at prices determined monthly under formulas based
on prevailing market indices. Drilco will seek to place 50% to 70% of the total natural gas volumes from the Project
Areas umler fixed contracts for various periods up to three years. Although Drilco will generally seek a target range per
Mcf for these contracts, there is no guarantee. In the event that crude oil and natural gas prices remain low, this could
negatively affect Dlco's hedging strategies and the prices it receives for its crude oil and natural gas.

Use of Proceeddroceeds from the sale of Units are expected to be allocated as follows, based on an AFE
costplus 15% obligation averaging $984,750 for the Program Position in each Program Well on a blended basis. As
reflected in the table, for edtUnitissued by the Partnership, Drilco will make a proportionate 25% contribution to
the Program, amountingat $328,250per Unit, not including the 1% interest in the Partnership as its managing
general partner.
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Use of Proceeds Chart

Minimum Peg(;ent Maximum Percent of
offeriqg (13 Program Offering (300 Program
Units) Capital Units) Capital

Grosssubscription proceeds 1,300,000 99% 30,000,000 99%

Drilco Contribution 13,000 1% 300,000 1%

Total Partnership Capital 1,313,000 100% 30,300,000 100%

Startup Costs 131,300 10% 3,030,000 10%
Available Partnership Capital

Partnership Contribution 984,750 75% 22,725,000 75%

Drilco Contribution 328,250 25% 7,575,000 25%

Total Program Capital 1,313,000 100% 30,300,000 100%

AFEs for Program Position 984,750 75% 22,725,000 75%

Costplus component 196,950 15% 4,545,000 15%

CapitalReserve 13,130 1% 303,000 1%

Location Fees 78,780 6% 1,818,000 6%

Management Fee 39,390 3% 909,000 3%

Total development costs 1,313,000 100% 30,300,000 100%

Drilco ContributionsIn addition to the Drilco Position in the Program, Drilcdl have a 1% interest in the
Partnership as its managing general partner, and the Unitholders will have a 99% interest in each respective
Partnership{f SS bt F NIAOALI A2y Ay /2aGa IyR wS@SydzSadé | LIR2NIA?Z2
Program will ben the form of payments to itself. Drilco will receive a credit under the Program Agreements towards
its required capitatontributions to the Partnership and the Program for these payments. The covered payments will
include Drilco's 10% Proportional Share of the Location Fees, Management Fees aptisastmponent of its AFE
obligations for the Program Wells. These creditill not include any of Drilco's Program Fees payments. See "Summary
of the Program and Partnership Agreements." Drilco may fund part of its Program contributions through a special
purpose partnership to be formed with its founders and other legegm investors (the'Drilco Partnership™)if a Drilco
Partnership is formed for that purpose, it will acquire a proportionate interest in the Drilco Position but will not share
in any of Drilco's management or operating rights or obligations under the Prograeements.

Allocation of Program Costs and Tax Deductiofite following table shows the estimated allocation of
Program costs and tax deductions between the Partnership and Drilco and actual results may vary. The table does not
reflect Drilco's 1% generalartner interest in the Partnership. Allocations to the Unitholders as a group are determined
by dividing Partnership allocations by 0.99, and allocations to each Unitholder are determined by dividing the number
of Units held by the Unitholder by the totaumber of outstanding Units. Unless otherwise indicated, references in this
memorandum to the Unitholders' interest in Partnershipe Program and the Program Wells reflect the reduction of
their interest in the Partnership from Drilco's 1% interestitasmanaging general partner, and references to the
Partnership interest in the Program reflect the 99% cumulative interests of the Unitholders and the 1% interest of Drilco
in the Partnership.
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Partnership Drilco
Start-up Costs 100% 0
Intangible Drilling and Development Costs 100% 0
Tangible Costs and costs associated with Location F
Operating costs:
Before Payout 75% 25%
After Payout 50% 50%

Third-Party Royalty Interests and Participation RightSome of the Program Wells may be subject to third
party royalty interests under the crude oil and natural gas leases and farm outs for the Project Areas. Royalties of
12.5% are currently in effect for all of the Project Areas, and some may also be stbgetttird-party overriding
royalty interests between 3% and 4%. The net revenue interest of the Partnership and Drilco in the Program Wells will
be proportionately reduced by these royalty interests. Since Drilco does not anticipate any exerciseeof iirels
Party Rights, any exercise of ThPdrty Rights would be normalized under the THuje Account. See "Summary of the
Prospect Assignment.”

Administration and ManagementAs managing general partner, Drilco will be responsible for thetdegay
operations of the Program and administration of the Partnership. Drilco will be entitled to reimbursement for any
third-party expenses, including, but not limited to, legal and athecessary costs it incurs in the management of the
Program and administration of the Partnership. Drilco is headquartered in Grantsville, West Virginia. Updated
information about Drilco is available satww.drilcooilgas.com

Insurance Under the terms oftie Program Agreements, Drilco will add the Partnership as an additional insured
party under its liability insurance policies. Drilco maintains $1 million of liability insurance coverage for its opevatioas,
additional $14 million of excess umbreliability coverage, subject to customary exclusions, beginning with and through
completion of the Program's operations. Drilco also requires its subcontractors to carry liability insurance in varying
amounts, depending on the type of work performed.

Qualification of Investors.The offering of Units has not been registered under the Securities Act or with
any state securities regulatory authority. The Units are being offered in reliance on the exemption from
registration provided by Rule 506(c) of Regulat@munder the Securities Act for transactions not involving a
public offering and in reliance on similar exemptions under state securities laws.

Subscriptions for Units will only be accepted from accredited investors, as defined in Rule 505eduhiées Act
and, in the sole discretion of Drilco, certain raccredited sophisticated investors. See "Investor Suitability Standards."

Rule 506 of the Securities Act, as it had existed until recent amendments, permitted private placements to be
sold n unlimited offering amounts, to an unlimited number of purchasers (subject to the need for registration pursuant
to the Securities Act of 1934, as amended (th834 Act"),when an issuer has 500 holders of record), so long as all the
purchasers are accdited investors and there was no use of general solicitation or public advertising. The Jumpstart
Our Business Startups Act (th#0BS Act'9f 2012 amended Section 12(g)(1)(A) of the 1934 Act to (i) remove the
prohibition on general solicitation providetthat certain conditions are satisfied, and (ii) raise the thresholds at which
an issuer will be required to register under section 12(g) of the 1934 Act. As a result, under amended Regulation D,
1934 Act registration is not required until an offering aagsi2,000 holders of record or 500 persons who are not
accredited investors.

The offerings of Units hereunder is being made pursuant to Regulation D, Rule 506(c). In compliance with the
amendment to Regulation D, the offering of the Units shall be avidlahup to 2,000 accredited investors and up to
500 persons who are not accredited investors.

Being an "accredited investor" qualifies an investor to invest in certain types of higher risk investments
including, but not limited to, this Offering. Simpliated, a noraccredited investor is an individual who does not meet
the SEC criteria of an accredited investor and further qualified by a standard of investment sophistication.

16



Although Drilco may offer the Units to certain naccredited investors, evenyon-accredited investor, either
alone or with a purchaser representative, must be sophisticatétat is, every investor must have sufficient knowledge
and experience in financial and business matters to make the investor capable of evaluating the netritskarof the
prospective investment. Although taken on a cdsecase basis, generally those that meet the financial requirements
of being an accredited investor, with the exception of those whose homes comprise the majority of their net worth,
shall qudify for investment.

As part of the subscription process, all subscribers will be required to represent that they meet one of the following
requirements for status as accredited investors including but not limited to:

1. certain financial institutions,

2. anemployee benefit plan, within the meaning of the Employee Retirement Income Security Act,
if a bank, insurances company, or registered investment adviser makes the investment decisions, or if the
plan has total assets in excess of $5 million,

3. a charitableorganization, corporation, or partnership with assets exceeding $5 million,

4. adirector, executive officer, or general partner of Drilco,

5. subscribers meeting certain net worth and /or purchase requirements including
specified current and anticipated incomequirements including, but not limited to, a natural
person whose individual net worth, or joint net worth with the investor's spouse, exceeds
$1,000,000 at the time of purchase, excluding the net value of the primary residence, or a
natural person whos@annual income exceeds200,000 in each of the two most recent years, or
joint income with the investor's spouse exceeds $300,000 in each of those years, and the investor
reasonably expects to reach the same individual or joint income level in the cureant y

6. purchasing entities comprised solely of accredited investors, and,

7. atrust with assets in excess of $5 million, not formed to acquire the securities offered, whose
purchases a sophisticated person makes.

Investment by a Benefit Plarin appropriate circumstances, an investment in the Units may be made
through an individual retirement account or by the trustee of a retirement plan that isgiaalified under section
401(a) of the Code (either such arrangement hereafter referred to ‘&eaefit Plan"), An investment in the Units by
a Benefit Plan is permitted, subject to acceptance of the investment by Drilco, and the investment may be structured
to eliminate or reduce the risk of adverse tax consequences, if Bawestments in the Pragm by Benefit Plans shall
be limited to not more than 25% of the total invested in the Program, as determined in accordance with applicable
regulatory authority. Any investment by a Benefit Plan in the Units shall be made as a limited partner. When Benefi
Plan funds are invested in an enterprise in which the individual retirement account owner or the retirement plan
participant has, or will have, some other relationshigurrent owner, ceinvestor, employee, creditor, director or
officer - there may be a issue of whether the investment will constitute a "prohibited transaction” under applicable
federal laws. Prohibited transaction issues may also arise after the Benefit Plan investment is made, usually in
connection with a transaction or service betwetre Benefit Plan and the enterprise or between the owner of the
Benefit Plarinterest (or related person) and the enterprise. No investment by a Benefit Plan shall be permitted by
the owner or the participant of a Benefit Plan who is a current owner, eygx@o director or officer of Drilco. If an
investment in the Offering by a Benefit Plan is considered, please consult your tax advisor for assistance to ensure
the investment is not a prohibited transaction.

Plan of Distribution.The Units are being offered on a "best efforts" basis by Drilco Oil and Gas officers. For any
selling agent agreements made between Drilco and any financial advisors, companies, investment banks, or members in
good standing of the Financial Industry Regly Authority("FINRA"Jthe "Selling Agents"and, on a limited basis, by
affiliates and employees of Drilco, the Partnership will pay a commission based on investment banking terms Lehman Scale
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on all Units sold by that Selling Agent. No Commissiofesesrwill be paid on Units sold through affiliates or employees of
Drilca SeeUse of Proceeds" and "Plan of Distribution."

Counsel and Compliance Administratokll funds received by any Selling Agent and Drilco shall be
forwarded to the Escrow Ageratlong with the subscriber completed Subscription Agreement. Elliot G. Hicks,
Attorney, as counsel to Drilcand the Partnership and as compliance administrator for the Privdéeement (the
"Compliance Administrator") will review all Subscription Agreetsen ensure that necessary securities compliance
requirements have been satisfied. Any incomplete or deficient subscriber documents will be returned to the Selling
Agent along with a letter explaining the deficiencies.

Subscription Procedurelo subscrib for Units, an investor must complete, date and sign the Subscription
Agreement. This may be obtained from either the Selling Agents or Drilco. The completed Subscription Agreement,
together with a check payable to 'Dril@D171H Drilling Program Escrav Account" in payment of the subscription
price of $100,000 per Unit, subject to discount early subscriptioras set forth herein, should be promptly delivered
to a Selling Agnt. See "Terms of the Offerihgo be found iINDRILCQ0171H DRILLING PROGRBMNFIDENTIAL
PRIVATE PLACEMENT MEMORAN®Nable fromDrilco Oil and GasR.0. BOX 38&rantsville WV 26147 All
subscription funds will be held by the Escrow Agent for the benefit of subscribers, until the earlier of the gede of
minimum amount of Units necessary to comprise the Minimum Offering ($1,300,000) or the Offering Termination Date.
Drilco may offer fractional shares at its sole discretion.

Contact Information for Drilco Oil and Ga%$o request a copy dRILCQ0171H
DRILLING PROGRENFIDENTIAL PRIVATE PLACEMENT MEMORAIR&ddgMontact i
Drilco Oiland Gas by calliBgNA f O2 Qa 2FFAOS FTNRY dYnn EBla U2
(excluding holldaysat (304) 3549516 or fax your request to (304) 3%809, Requds can be
YIRS 2y {iAYyS (K Nip:/sNKdricdiQaEs.condbeds htinlSrY
http://www.drilcooilgas.com/contact.htmlandrequestscan always be made by mailing your
contact informationincluding your phone number and addressd a note of your interest to:

Drilco Oil and Gas
P.O. BOX 385
Grantsville, WV 26147.
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RISK FACTORS

An investment in the Programend the Partnership involves many risks. The following factors and the other
information contained in this memorandum, including the exhibits, should be carefully considered before making an
investment decision.

TAX EFFECTS AND RISKS RELATED TO OWNERBSHINDS

Tax Effect for GP Units

If you invest in GP Units, then your share of Partnership's deduction for Intangible Drilling Costs (IDC) will not
be subject to the passive activity limitations on losses. Intangible Drilling Costs incledgeatiditures made for any
well before production in commercial quantities for wages, fuel, repairs, hauling, supplies and other costs and
expenses incident to and necessary for drilling the well. IDC also includes costs of preparing the well for praductio
crude oil and natural gas. IDC is currently deductible, whereas Tangible Costs must be recovered through depreciation
deductions. Most states, but not all, also allow for a similar deduction against state income tax. Availability of tax
deductions wil depend partially on the tax status of the investor.

Liability

Holders of GP Units will have unlimited liability for investments in the Partnership's obligations. This means
that if insurance proceeds from any source and the Partnership's assets armaifii@ient to satisfy a Partnership
liability, you and the other GP Unitholders would have joint and several liability, along with Drilco, for those
obligations. As a result, a creditor or other person with a claim against the Partnership may sue gllooreaor more
of the Partnership's general partners, including one or more GP Unitholders, for the entire amount of the liability
Although past performance is no guarantee of future results, the investor general partners in Prior Programs have not
had to pay any assessments because of their status as investor general partners.

When all of the Program Wells have been drilled and completed, each GP Unit will be automatically converted
into an LP Unit. The conversion of GP Units will not create any taxtlabilholders of GP Units. Once your GP Units
are converted, you will have the lesser liability of a limited partner under the West Virginia law for Partnership
obligations and liabilities arising after the conversion. However, you will continue to haeetiponsibilities of a
general partner for Partnership liabilities and obligations incurred before the effective date of the conversion. This
could result in joint and several liability in excess of your subscription amount for environmental or othes theit
arose during drilling activities but were not discovered until after the conversion.

TAX EFFECTS AND RISKS RELATED TO OWNERSHIP OF LP UNITS

Tax Effect for LP Units

If you invest in LP Units, then the use of your share of the IDC deduction frefartnership will be limited
to offsetting your net passive income from "passive" trade or business activities. These activities generally include your
investment in the Partnership and other limited partnerships, but do not include salary, dividend&eoest. As a
result, you will not be able to deduct your share of the Partnership's deduction for 100 iaOthétax year unless you
have net passive income from investments other than the Partnership, since the Program will not begin generating
significant production revenues unt#018unless the initial Closing is held early in the third quarte2@17. However,
any portion of your IDC deduction from the Partnership that you cannot use i2@i&tax year for that reason may
be carried forward indefitely until you can use it to offset your net passive income from the Partnership or your
other passive activities in subsequent tax years.

Liability
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If you invest in LP Units, you will have limited liability for the Partnership's liabilitiestdigditions for which you
are invested. This means that you will not be liable for any Partnership liabilities or obligations beyond the amount of your
subscription payment for your LP Units and your share of any Partnership's undistributed net projist sucertain
exceptions. See "Summary of the Program and Partnership Agreameizbility of Limited Partners."

OPERATING AND BUSINESS RISKS

Crude oil and natural gas prices are volatile, and continuing weakness in commodity prices could reduce
revenues from the Program Wells.

The Partnership's financial performance will depend on the prices received for sales of crude oil and natural
gas from the Program Wells and, to a lesser extent, prices for crude oil and natural gas liquids extracted from
throughput from the Project Areas. Crude oil and natural gas prices have historically been subject to wide fluctuations
in response to relatively minor changes in supply and demand, market uncertainty and many other factors beyond the
control of producers. Theskctors are interrelated and include:

1 the extent of domestic crude oil and natural gas and Wf@duction, which has surged over the last few years

from the use of horizontal drilling technologies to accelerate development of shale and other unconventional

resource plays;

1 the impact of weather and general economic conditions on consumer and inau$#mand for crude oil and
natural gas;

volatile trading patterns in the commodities trading markets;
the proximity and capacity of pipelines;

storage levels;

comparative prices and availability of alternative fuels;

worldwide supply and demand for oil, crude oil and natural gas, NGL and liquefied crude oil and natural gas; and,

= = =4 =4 -4 =4

Federal and state regulatory, conservation and tax measures, including proposed legislation such as the
proposed elimination of depletion dedtions for federal income tax purposes. Recently, House Ways and

Means Committee Chairman David Camp has issued a tax reform discussion draft. This draft contains provisions
that would eliminate percentage depletion and repeal the passive activity exeefdiovorking interests (such

as those held by the Partnership) in crude oil and natural gas properties. Under the draft these provisions

would, if enacted, apply to taxable years beginning after Decembe2@T/, In addition, President Obama has
releasedhis Proposed Budget of the United States Government for FiscaR¥&awhere he proposes to

repeal, among other things, (1) the expensing of intangible drilling costs, (2) the exception for passive loss
limitations for working interests in crude oil amétural gas properties and (3) percentage depletion for crude

oil and natural gas wells.

The volatility of energy markets makes it extremely difficult to predict future crude oil and natural gas prices.
Because crude oil and natural gas production frora Broject Areas is sold under marksgnsitive arrangements, the
Partnership will be exposed to this price volatility. Historically, Drilco has not addressed this risk through financial
hedging, but has used fixegtice, fixedvolume physical delivery cordcts that cover a portion of its crude oil and
natural gas production for various terms, up to three years from the contract date. While prices established by Drilco's
outstanding physical delivery contracts are favorable compared to current spot maridites, the use of these
arrangements in volatile markets could result in future crude oil and natural gas sales at fixed prices below prevailing
market prices at the time of delivery. Continued weakness in the energy markets or further erosion of dradd o
natural gas prices would limit Drilco's ability to obtain favorable terms for future production from the Project Areas
under these types of arrangements, potentially reducing production revenue and cash flow from the Program Wells.

Uncertainties inimplementing the Program's drilling schedule could impact the amount and timing of distributions from
the Partnership.
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including seasonal contitins, regulatory approvals and the continued availability of drilling services and equipment.
Market disruptions may cause delays in drilling operations and the possibility of poor results. Because of these
uncertainties, Drilco may be unable to drill apcbduce the Program Wells on schedule or on budget and actual results
FNRY (GKS&S AyAGAFGABSE YIre RAFFSNI YFOGSNAFEEE FTNBY S5NARAf O2¢
of distributions to theunitholders.

The business plans fothe Partnership are subject to various performance risks during drilling and
completion operations on the Prospects and production operatioies completed Program Wells, which
could result in an investment loss.

The drilling of crude oil and natural gasvé¢opment wells involves numerous risks, many of which may be
increased from the added drilling and completion complexities for horizontal conventional and unconventional wells.
While development drilling generally consists of drilling to producing reses\ar to extend known producing trends,
the Prospects will not necessarily be spaced adjacent or contiguous to producing units in the Project Areas. First
vertical wells will be drilled to assess the exact geological mgkef the rock layers of the wedites, afterwards a
new horizontal well will be made alongside to come off into productive strata. The horizontal Program Wells will be
drilled through the most productive layer in which could be the Mississippian Big Injun sand, Berean sandstone, and
Devonian shale, which are blanket formations representing the primary crude oil and natural gas pay zones throughout
the Project Areas. However, this type of development drilling still involves risks from depositional uncertainties,
unusual or unexpected fomation characteristics, mechanical problems or other conditions that may result in
production performance below anticipated levels, In that event, the Program Wells may not produce enough net
revenues to return a profit after drilling, completion and op&ng costs, which in turn could result in an investment
loss to you.

Drilling and completion operations for the Program will involve various operating hazards.

The process of drilling for crude oil and natural gas can be hazardous. These operating hazards include the risk
of fire, explosions, blowouts, craterings, pipe or mechanical failure of drilling equipment, casing collapse and
environmental hazards such gas leaks, ruptures and discharges of toxic gas. Any of these hazards could result in
personal injury, property and environmental damage, clegmresponsibilities and other regulatory penalties. As
managing general partner, Drilco will maintain insuraf@ethe Partnership against liabilities arising from the
Program's drilling and production operations under the Drilling and Operating Agreement. However, no combination of
insurance, experience, knowledge or scientific evaluation can eliminate the opgrhtizards associated with
development drilling and production activities.

The Program's Estimated Ultimately Recoverable volumes (EURs) from the Program Wells will be subject to
various production risks.

Various field operating conditions may adversely affect production from the Program Wells. These conditions
include potential delays in obtaining regulatory approvals and easements for connecting completed wells to Drilco's
existing gathering facilities anthe risk that production from connected wells could be interrupted, or shut in, from time
to time for various reasons, including weather conditions, accidents, loss of pipeline access, mechanical conditions, field
labor issues or intentionally as a resaf market conditions. While close well monitoring and effective maintenance
operations can contribute to maximizing production rates over time, production delays and declines from normal field
operating conditions cannot be eliminated and can be expectteddversely affect revenue and cash flow levels to
varying degrees. Moreover, due to the short production history for vertical and horizontal wells in the Project Areas and
similar regional plays, the timing and extent of production declines for ther@m'g vertical and horizontal Program
Wells cannot be predicted with any certainty.

The Partnership will not retain any of the proceeds from the Offering for working capital, which could require Partnership
borrowing for cash reserves.

While Drilco beliegs that each Partnership's share of Program revenues from the sale of production from the
Program Wells will be sufficient to meet such Partnership's future expenses, if additional funds are needed, Drilco could
set aside reserves out of Partnership cakiwfor cause the Partnership to incur debt and pledge assets to secure its
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obligations. If working capital reserves are established or funds are borrowed to meet working capital requirements,
the cash flow otherwise available for distribution to the Unittiers would be reduced to the extent of the reserves or
debt service obligations, although Partnership income allocable to the Unitholders would remain subject to federal and
state income tax. Drilco is permitted to borrow funds to an amount that not ntbea 25% of the total investments in

the Program at any given time and any such loans shall be incurred on-eenourse basis. Additionally, any security
interests placed upon Program assets as a result of any such borrowing(s) shall be made onlysfthdbdirectly

benefit the Program.

The Partnership will be subject to risks from well concentration.

Because the planned Program and Drilco's drilling initiatives are limited to the Project Areas, spanning seven
counties in West Virginia, its geograpdliconcentration will increase its exposure to any regional events that may increase
costs, reduce availability of skilled labor, equipment or supplies, restrict drilling activities, reduce demand or liottiprod
or access to transportation facilities.

The Program will be subject to government regulation that could increase its costs and exposure to environmental
liabilities.

The oil and gas business is subject to broad federal and state laws and regulations that could adversely
affect the Program's opations. Prior to the commencement of drilling operations on the Prospects, drilling permits
or approvals from state agencies will be required. The laws and regulations for this process govern the maintenance
of bonding requirements, the location of welldie method of drilling and casing wells, the surface use and
restoration of properties on which wells are drilled, the plugging and abandoning of wells and the disposal of any
fluids used in drilling operations. Many of these laws and regulations asaseleir enforcement have become
more stringent in recent years, imposing greater liability on a larger number of potentially responsible parties.
Present and future regulation of the oil and gas industry and claims for damages to properties, employe#hemd
persons or the environment resulting from operations on the Prospects could adversely affect oil and gas operations
or result in substantial future costs and liabilities.

Competition in the oil and gas industry and continued investment by the od gas industry in Marcellus reserves could
impact Program costs and operating results.

Competition in the oil and gas industry is intense, particularly for the skilled labor, equipment, pipeline
capacity and other resources needed to develop undevelopedtage. Independent oil and gas companies, drilling
and production purchase programs and individual producers and operators actively bid for the equipment and labor
required to develop and operate these properties. Additionally, the oil and gas indusiyncies to make
substantial investments to identify substantial reserves of Marcellus Gas. Drilco competes with several large
independent exploration and production companies and various regional operators for the equipment, materials and
labor required b develop its properties. The demand, competition and cost for these commodities can be expected
to fluctuate with market conditions and may adversely affect the Program's operations and profitability.

The Program Wells are depleting assets and Partnershgtributions will gradually decrease over time as a result of such
depletion.

Crude oil and natural gas wells are assets whose production depletes over time. As such, the Partnership's
distributions will gradually decrease over time as the crude oilratdral gas from such wells is recovered (with the
production cycles of the wells varying depending upon the amount of reserves).

PARTNERSHIP INVESTMENT RISKS

The Partnership has no operating history, and the speculative nature of its business mdkiéeng results
and investment returns uncertain.
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Because the Partnershignd the Program has no operating history, the purchase of Units in the Partnership is
fundamentally an investment in Drilco's ability to successfully implement the Program's bsgitees While Drilco has
sponsored or served as driller and well operator for Prior Programs since 1995, the operations of the Program will be
conducted on different Prospects under different operating and market conditions. In addition to challenges$iaced
all domestic exploration and production companies from the current economic downturn and unsettled energy
markets, the Program's portfolio will be far more dependent than the Prior Programs on the success of Drilco's vertical
and horizontal drilling iitiatives. In addition, most of the Prior Programs sponsored by Drilco have been structured as
joint ventures with strategic and affiliated partners participating with Drilco on a-pmmoted basis. Investors cannot
necessarily expect the Program to ackeedrilling results or investment returns comparable to Drilco's Prior Programs.

Because of the speculative nature of crude oil and natural gas development drilling and production
operations, any return on your investment in the Partnership is uncertain.

It is impossible to predict the EURs from the Program Wells or the time it will take to recover your investment
through cash distributions from the Partnership. The recoverable volumes of crude oil and natural gas in a well,
generally referred to as its resves, decrease over time as the crude oil and natural gas is produced, or "depleted,"
until the well is no longer economical to operate. Depending on the success of drilling operations on the Prospects and
the prevailing price levels for crude oil and oedl gas produced from the Project Aregeu may not recover your
entire investment in a Partnership, or the rate of return on your investment may not be competitive with other types
of investment, even if tax benefits are considered. The cash distribatioom the Partnership to you will be
considered a return of capital until you have received 100% of your investment. This means that you are not receiving
a return on your investment in the Partnership, excluding tax benefits, until your total caslbdisbns from the
Partnership exceed 100% of your investment. If and when the Program reaches Payout, which will only occur if your
distributions from the Partnership total 110% of your investment, your interest in the Program Wells will be reduced
by the Drilco Reversionary Interest, which will negatively impact your potential return on investment after Payout.

The Units are subject to transfer restrictions, and an investment in the Partnership will be illiquid.

There will be no market for the Units, arnide Unitholders will not be able to resell their Units readily, if at all.
In addition, transfers of Units are substantially restricted by provisions of the Partnership Agreement. A transfer may
also involve adverse tax consequences, including the recepitidepletion and IDC deductions.

The Put Option is subject to various conditions and uncertainties.

¢KS LIzZNOKIF &S 2F | ! yAiGK2t RSNDa AyGSNBaid Ay GKS tF NIySI
deferred by Drilco in its sole discretiomdDrilco may elect to allocate capital to other aspects of its business for any
reason. While Drilco intends to use its best efforts to purchase tendered Units upon the exercise of the Put Optiomotit will
be contractually obligated to do so, and Uriters will have no recourse against Drilco or its affiliates if their Units are not
purchased for any reason. Accordingly, Unitholders cannot be assured that their investment in the Partnership will be
monetized upon exercise of their Put Option.

The seletion of the Prospects and implementation of the Program's drilling schedule may invalveflicts of
interest.

Drilco is the managing general partner of the Prior Programs and is also involved in development activities
outside the Project Areas. Becauskits participation in these activities, Drilco may be faced with conflicting demands
on the time and efforts of its staff. Although the Prospects will be selected by Drilco based on geological and
engineering factors, selectiotriteria may include logigtal and regulatory considerations. If the Private Placement is not
fully subscribed, Drilco would seek to maintain the development schedule for the Project Areas by participating in wells
outside the Program. In that event, Drilco could face conflicistefest in allocating development opportunities to the
Program.

Drilco's operation of the Program Wells may involve conflicts of interest.

The Project Areas are subject to existing oil and gas purchase contracts and other gathering, transmission,
processing and marketing arrangements that will also cover production from the Program Wells. Drilco will have broad
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discretion to adjust the fee structure for its own operating, gas gathering and compression services under the Drilling
and Operating Agreement teflect prevailing market conditions and contractual commitments. Tpiadty fees for
marketing, transporting and processing crude oil and natural gas production from the Project Areas will also be subject
to contractual adjustments. Drilco could face €licts of interest within the Program, the Prior Programs and any
subsequent drilling partnership in negotiations or disputes with these third parties or their successors. Drilco will
endeavor to act in the best interests of the Program and all other ogefr@artnerships in managing and pricing all gas
gathering, marketing, transmission and processing services covering the crude oil and natural gas production from the
Project Areas, including production from the Program Wells.

Unitholders will have no conbl over the operations of the Program or the administration of the
Partnership, which generally will be the sole responsibility of Drilco.

Investors will have no voice in the operation of the Program or the management of the Partnership, since
control over these matters is vested exclusively in Drilco as managing general partner and as driller and operator under
the Program Agreements. Ifvastors become dissatisfied with the management by Drilco, their only recourse will
generally be limited to divesting from the program.

The Prospects may be subject to title irregularities, and assignments of the Partnership Position in the
Program Wellswill not be recorded until they are brought on line.

Title to the Prospects will initially be retained in the name of Drilco or the lease holder under leases and
farmout agreements covering the Project Areas. The recording of assignments of the ParttselPsisjion in the
Program Wells may be deferred under the Drilling and Operating Agreement for a reasonable period of time after their
completion. Prior to the date of recording, if a creditor of Drilco sought to foreclose on a Prospect as a result of the
record holder's bankruptcy or any other reason, the rights of the related Partnership in the Program Wells could be at
risk. In that case, Drilco would be required to establish the Partnership's rights to the Partnership Position in the
Program Wells.

Theliability of Drilco to the Unitholders will be limited under the Program Agreement.

Drilco will not be liable to the Unitholders for losses incurred by the Partnership or the Program except for losses
caused by Drilco's gross negligence or willful misoahéh the operations of the Program or the administration of the
Partnership, provided Drilco acted in good faith and in a manner believed to be in the best interests of the Partnership.
Pursuant to the terms of the Program Agreement, Drilco and itsig#fishall have a right to be indemnified and held
harmless, including costs for reasonable attorneys' fees, by the Program for, in part, performing services on behalf of the
Program. See "Summary of the Program and Partnership Agreemé&ntculpation andndemnification ofManaging
General Partner."

FEDERAL INCOME TAX RISKS
Your deduction for Intangible Drilling Costs may be limited by the alternative minimum tax.

Even though the "functional allocation' provisions of the Program Agreement and the allocation provisions of
the Partnership Agreement provides for the Unitholders to share 100% of the Program's deduction for Intangible
Drilling Costs in th@017tax year,up to 85% to 90% of their investment, your alternative minimum taxable income in
the year you invest cannot be reduced by more than 40% by your IDC deduction without creating a tax preference
under current law. Depending on your particular tax situatiorgluding your other items of tax preference 8017,
this could limit the amount of yourDC deduction from the Partnership in the year of your investment, See "Federal
Income Tax Consequences Alternative Minimum Tax."

Limited partners will need passiviacome from other sources to use their IDC deduction from the Partnership foRig
tax year.

In general, if you subscribe for LP Units, your share of the Partnership's deduction for Intangible Drilling Costs
in the 2017tax year will be a passive lo#gt cannot be used to offset "active" income, such as salary, or portfolio
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income, such as dividends and interest income. Since the Program will not begin generating significant production
revenues untiR018unless the initial Closing is held early ire ttird quarter 0f2017, you may not have enough net
passive income from your other investments this year to offset all of your passive deduction for IDC from the
Partnership in th2017tax year. In that event, however, your unused passive loss from ditée Drilling Costs may be
carried forward indefinitely to offset your passive income in subsequent taxable years.

The anticipated tax benefits from an investment in the Partnership are not guaranteed.

The anticipated tax benefits from your investment in the Partnership are not protected by any insurance, tax
indemnity or otherwise, including the Tax Opinion issued to Diichibit H)and may be disallowed by the Internal
Revenue Service (tH&erviceor "IRS").You have no right to rescind your investment in the Partnership or to receive a
refund of any of your investment if any portion of the intended tax consequences of your investment is ultimately
disallowed by the IRS or the courts. Alaone of the fees paid by the Program to Drilco, its affiliates or independent
third-parties are refundable or contingent on whether the intended tax consequences of your investment in the
Partnership are ultimately realized or sustained if challengedhieylRS.

The Partnership's tax deductions may be challenged by the IRS.

The risk of an IRS audit of the Partnership's annual federal information income tax returns may be increased
by the amount and timing of its IDC deductions. Because the Partnershipregliay all of their AFE coglus
obligations under the Drilling and Operating Agreement before the en20df7, the Unitholders will be entitled to
claim IDC deductions for up to 85% to 90% of their subscription payment in the year of their investmbngaas the
drilling of the prepaid wells begins on or before March 32Q18 If the IRS audits the Partnership, it may challenge the
amount of thatPartnership's deductions for ID&hd the taxable year in which the deductions were claimed. If a
challeng of that nature were sustained, all or part of your IDC deduction from the Partnership f&0hétax year
could be reallocated to the subsequent tax year. In addition, the IRS also could seek to recharacterize a portion of the
claimed IDC for the Progm Wells as some other type of expense, such as lease acquisition costs or equipment costs,
which would reduce or defer your share of the Partnership's tax deductions.

Any IRS audit of the Partnership may result in an IRS Audit of a Unitholder's persexeidl income tax returns.

Any adjustments made by the IRS to the federal information income tax returns of the Partnemigreduce the
amount of your deductions from the Partnership for tA@17tax year and subsequent tax years. Any IRS audit could
also lead to adjustments on your personal federal income tax returns for the current and prior tax years and could
include items that are unrelated to the Partnership.

Changes in the tax laws may reduce your anticipated benefits from an Investment inRgnership.

The anticipated tax benefits from an investment in the Partnership may be affected by changes in the tax
laws after the date of this memorandum. For example, President Obama has previously proposed the repeal of the
percentage depletion allowsce, the repeal of the deduction for costs paid or incurred for any tertiary injectant used
as part of a tertiary recovery method, the elimination of the immediate deduction of IDC, the repeal of the passive
loss exemption for working interests in oil agds and lengthening the amortization period for geological and
geophysical expenditures from two years to seven years. These proposals were not enacted by Congress. However,
such items have been proposed again in the President's recently released Fac20Y&Budget. Recently, House
Ways and Means Committee Chairman David Camp has issued a tax reform discussion draft. This draft contains
provisions that would eliminate percentage depletion and repeal the passive activity exception for working interests
(such as those held by the Partnership) in oil and gas properties. Under the draft these provisions would, if enacted,
apply to taxable years beginning after DecemberZ117. If such proposals are subsequently enacted by Congress,
they would reduce youtax benefits from an investment in the Partnership.

There are uncertainties involved the tax classification of the Partnership.
Drilco has not requested the IRS to rule that the Program and the Partnership will be classified for federal

income tax purposes as a partnership and not as associations taxable as corporations. Drilco has received a Tax Opinion
to the effect that the Progam and the Partnership will each be classified as a partnership for federal income tax
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purposes and that neither will be treated as a publicly traded partnership or otherwise be taxable as a corporation. The
Tax Opinion is predicated on various factugresentations of Drilco, however, and is not binding on the Service.
Moreover, the Program and the Partnership do not meet certain guidelines necessary to obtain a letter ruling from the
Service that they will be treated as partnership for federal incoaxepurposes. If the Program or the Partnership were
found to be an association or a publicly traded partnership taxable as a corporation, none of the tax benefits associated
with an investment in the Units would be available to an investor.

Allocations ofPartnership income and loss may be subject to reallocation upon audit by the IRS,

The provisions of the Program Agreement and the Partnership Agreement allocating items of income, gain,
loss, deduction and credit include functional allocations of IDC,iBl@ngosts and costs associated with the Location
Fees. The Service could reallocate those tax items, reducing the tax benefits otherwise available to the Unitholders. In
particular, if the IRS were to successfully challenge these special allocationdtefta in proportion to the capital
contributions of the parties, the Unitholders' expected distributive share of IDC deductions could be decreased, and a
portion of the nondeductible items functionally allocated to Drilco could be reallocated to thédJdérs.

The disposition of a Partnership interest would involve adverse tax consequences.

The sale or other disposition of Units could trigger tax liabiigxcess of the cash proceeds from the
disposition. In addition, previously claimed losses cdigldubject to recapture, resulting in tax liability on any gain at
ordinary income rates.

Considerations for TaExempt Unitholders.
A taxexempt Unitholder's allocable share of the Partnership's income will constitute unrelated business

taxable incomeAccordingly, an investment in Units may subject aga&mpt entity to the requirement to pay federal
income taxes.
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ADDITIONAL TAX MATTERS

For a more detailed discussion of these and other federal income tax considerations and issuesteoetating
investment in the Partnership. See 'Federal Income Tax Considerations." Investors are urged to consult with their
personal tax advisors on the federal, state and local tax consequences of an investment in Units based on their own
financial and taxituation.

TERMS OF THE OFFERING
The Private Placement

The Partnership is offering the Units to accredited investors and certairamgnedited but sophisticated
investors, at the sole discretion of Drilco, on the exemption from registration provided ey 30@(c) of
Regulation D under the Securities Act. The subscription price for each Unit is $100,000 subject to certain
RA&AO2dzyia a aSid F2NIK KSNXAYySIX LI &l of S niziud subsargmiod O NJA LI
is one Unit, #hough Drilco may accept subscriptions for fractional Units in its sole discretion. The Minimum
Offering is 13 Units, and the Maximum Offering is 300 Urissuminghe minimum offering is reached by
December 312017the Private Placement will continugntil Termination Date, which will occur on the earlier

of December 3120180r acceptance of subscriptions for the Maximum Offering, unless Drilco elects in its sole
discretion to terminate the Private Placement prior to yeard with less than the Maximmu Offering. If the
offering is ovesubscribed, Drilco may elect to increase the Maximum Offetipdgo 20%, for an additional 60
Units.

Partnership Capitalization

The capitalization of the Partnership will equal the total capital contributions of the Unitholders, at the
rate of $100,000 per Unit, subject to certain discounts as set forth herein, plus Drilco's matching 1% contribution,
as managing general partner.i@o and its affiliates may subscribe for Units for their own accounts on the same
terms as other investors, including any subscription necessary for meeting the Minimum Offering threshold,
except that no sales commissions will be payable by Drilco oretBabscriptions. Depending on the nhumber of
Units sold in this offering, the Partnership’ capitalization will be in the following range, exclusive of Drilco's
proportionate 1% contribution:

Number of Units | Partnership Capital

Minimum Offering 13 $1,300000

Maximum Offering 300 $30,000,000

*Assumes all Units are purchased without discount

Up to 10% of all Staitp Costs will be paid by the Partnership. This includes all sales commissions and
due diligence fees of the Selling Agents and all otifégring expenses, legal and accounting fees and other costs
for the organization of the Partnership and the Program. See "Plan of Distribution." Accordingly, all proceeds
from the Private Placement will be contributed to the Program for the Partnerspgx'icipation in the Program
Wells.

Program Capitalization
The Program will be capitalized 75% by the Partnership with proceeds from the sale of Units and 25%
by Drilco, amounting to $25,000 for each Unit issued by the Partnership to Drilco. If the Maximum Offering is

increased by up to 20% for any oveubscriptons. Drilco's contribution to the Program will be increased
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proportionately. Proceeds from any increase in the Maximum Offering and from Drilco's capital contribution
for 25% of the incremental increase in the Program's total capital will be applied isahee manner and
proportions reflected in the table under the caption "Use of Proceeds."

Tax Advantages

The drilling and completion costs for the Program Wells will be allocated under the Drilling and Operating
Agreement in a proportion of 85% to intantghdrilling and development cos{8IDC"or "Intangible Drilling Costs")
and 15% to tangible equipment and completion cqsi&angible Costs"))nder the "functional allocation" provisions
of the Program Agreement, 100% of the IDC will be allocated t®#renership and allocated under the Partnership
Agreement to the Unitholders, up to the total of their investment, with the remaining IDC and all Tangible Costs
allocated to Drilco. Unitholders will be allocated IDC deductions ir2€i& and 2018ax yeas amounting to85% to
90%o0f their subscription price of $100,000 per Unit, subject to certain discounts as set forth herein. Assuming a
combined state and federal tax bracket of 40%, this amounts to a tax saving4,00% to 86,000 per Unit fo2017
or 2018assuming a Unit purchase price without discount. In addition to their IDC deductions, Unitholders will be
entitled to annual percentage depletion deductions at a rate currently established at 15% of all production revenues
allocated to them.

LocationFee
The Program will pay Drilco a noecurring location fee for each Prospect at the rate of $80,000 per horizontal
and vertical well drilled on the same well location (th@cation Fee")Based on an estimated portfolio of 10 Horizontal
wells and 10 Meical wells proposed, the 75% Proportionate Share of the Location Fees will average $60,000 per
Prospect. The Location Fee charged by Drilco is typical and customary with those charged by other companies in the
Appalachian Basin for leasing rights.

Management Fee
The Program will pay Drilco a noecurring management fee of $40,000 per well (the "Management Fee"). The
Partnership's Proportionate Share of the Management Fees will amount to $30,000 per well or $3,000 per Unit.

Program Wells
Depending on theize of the Private Placement, if the maximum offering amount is raised, it is anticipated that

the Program will drill about 10 Vertical and 10 Horizontal Program Wells targatngpper Mississippian Section and
Devonian Shale horizonsonventional andinconventional oil and natural gas pay zones present throughout the

Project Area and 5 program wells focused on shallow oil bearing sands. If the Private Placement is fully subscribed, Drilco
anticipates that it will drill 10 Vertical and 10 Horizontabgham Wells in Ritchie County and Gilmer County, WV. In the
event of poor well results on the proposed acreage, Drilco reserves the right to relocate drill sites to another prospective
location of its choosing. Drilco, in its discretion, may increase oredse the number of horizontal wells it has
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Put Option

(@ Right to Request Purchase of UnEsich Unitholder will have the option to tender a request for
Drilco to purchase the Unitholder's interest in the Partnership (the 'Put Option") at a price per Unit equal to 3
times the sum of the respective investors distributions during the precedin&gth period (the "Put Price"),
subject to a 20% reduction for any Put Option exercised within six months before or after the time Payout is
reached under the Program Agreements. The Put Option will be exercisable on adfingt, firstserved" basis
during the first calendar quarter of each year, beginning three years after the date of the initial distribution by
the respective Partnership (the "Put Period"), exercisable upon written notice to Drilco during any Put Period.
The Put Option granted to eachitholder is conditioned upon Drilco's election to fund the Put Price for
tendered Units.

(b) Limitations on Put Optiorin any one Put Period, the Put Option will not be exercisable for more
than 10% of the Units issued in the Private Placement. In the evaitholders tender requests to exercise their
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Put Option after the 10% threshold has been reached for any one Put Period, their tenders will be considered
sequentially by Drilco in the succeeding Put Period. The undertakings hereunder shall not be deemed a
obligation or binding commitment to purchase Units tendered upon exercise of the Put Option, and Unitholders
will have no recourse against Drilco or its affiliates if Put Option requests are deferred or denied by Drilco for any
reason.

(©) Proportionate Redttion in Certain Eventa the event the 10% threshold for Put Option as set forth
above and limitations on similar options granted under the partnership agreements for other drilling programs
sponsored by Drilco are exceeded in any one year or Drilctsdtepurchase a smaller portion of those tenders,

Drilco will prorate tenders among Unitholders and investors in those programs and will use its best efforts to purchase
tendered interests from Unitholders and investors in such other programspn eatabasis.

(d) Transfer ofunits. Within 30 days after the end of each Put Period, Drilco will provide each
Unitholder with outstanding requests for the exercise of a Put Option with written notice on the status of the
request. If a Unitholder's tender accepted by Drilco in its sole discretion, its notice will include the
computation of the Put Price and a form of assignment for the transfer of the Unitholder's interest in the
Partnership to Drilco. Payment of the Put Price shall be made by check friboo B the order of the
tendering Unitholder upon receipt by Drilco of the Unitholder's executed assignment within 20 days after the
mailing of the acceptance notice by Drilco. The assignment of Units purchased by Drilco in each Put Period
will be effecive as of Januarystof that year.

USE OF PROCEEDS

Use of Proceed®roceeds from the sale of Units are expected to be allocated as follows, based on ersiitis

15% obligation averaging $1,170,000 for the vertical wells and $1,860,000 for the horizontal wells in awelenty

program. Program Position in each Program Well is determined on a blended basis, as reflected in the below table. As
reflected n the table, for each Unit issued by the Partnership, Drilco will make a proportionate 25% contribution to the
Program, amounting to $292,500 for the vertical wells and $465,000 for the horizontal wells, which does not include
the 1% contribution, as manaw general partner.

Minimum Pecr)(;ent Maximum Percent of
offerir_mg (13 Program Offering (300 Program
Units) Capital Units) Capital

Gross subscription proceeds 1,300,000 99% 30,000,000 99%
Drilco Contribution 13,000 1% 300,000 1%
Total Partnership Capital 1,313,000 100% 30,300,000 100%
Startup Costs 131,300 10% 3,030,000 10%
Available Partnership Capital 1,181700 90% 27,270,000 90%
Partnership Contribution 984,750 75% 22,725,000 75%
Drilco Contribution 328,250 25% 7,575,000 25%
Total Program Capital 1,313,000 100% 30,300,000 100%
AFEs for Program Position 984,750 75% 22,725,000 75%
Costplus component 196,950 15% 4,545,000 15%

Capital Reserve 13,130 1% 303,000 1%
Location Fees 78,780 6% 1,818,000 6%
Management Fee 39,390 3% 909,000 3%

Total development costs 1,313,000 100% 30,300,000 100%
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PARTICIPATION IN COSTS AND REVENUES

Allocation of Program Costs and Tax Deductions

The following table shows the estimated allocation of Program costs and tax deductions
between the Partnership and Drilco and actual results may vary. The table does not reflect
Drilco's 1% general partner interest in the Partnership. Allocations to ththblders as a group
are determined by dividing Partnership allocations by 0.99, and allocations to each Unitholder
are determined by dividing the number of Units held by the Unitholder by the total number of
outstanding Units. Unless otherwise indicatedferences in this memorandum to the
Unitholders' interest in the Partnership, the Program and the Program Wells reflect the
NERdAzOUAZ2Y 2F UKSANI AYUSNBau AYy UKS t I NUYy SNAKA
partner, and references to the Paership's interest in the Program reflect the 99% cumulative
Interests of the Unitholders and the 1% interest of Drilco in the Partnership.

Partnership Drilco
Start-Up Costs 100% -

Lydry3aaofsS S5NAftAy3d YR 58 100% -

Tangible Costs and costs associated with Location Fees .. - 100%
Operating costs:

.STF2NB tFe2dzi X XXXXXXXXXXX 75% 25%

PFASNI tF@2dzi XXXXXXXXXXXXX 50% 50%

1  All StartUp Costs, will be borne by the Partnership. See "Terms dDffezing."”

1 Intangible Drilling and Development Costs or IDC are costs and expenditures for items having no salvage value that are
not required to be capitalized under the Cod&ee"Federal Income Tax Considerations."

1 Tangible Costs and the costssociated with the Location Fees, consisting of geological and geophysical costs and
leasehold acquisition costs, are required to be capitalized under the Code.

Allocation of Program Position Profits and Cash Flow

The following table shows the percen&@@f capital contributions to the Program by
Unitholders through the Partnership and by Drilco, together with the allocations of profits and
cash flow of the Program before and after Payout. The table does not reflect Drilco's 1% general
partner interest n the Partnership.

Investment in the Program | Share of Program Position | Allocation of Profits
and Cash Flow
Before After
Payout Payout
Partnership 75% 75% 75% 50%
Drilco 25% 25% 25% 50%
Total 100% 100% 100% 100%
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Drilco Contributions

A portion of Drilco's contributions to the Partnership and the Program will be in the form
of payments to itself. Drilco will receive a credit under the Program Agreement towards its
required capital contributions to the Partnership and the Program foisthpayments. The
covered payments will include Drilco's 25% Proportional Share of the Location Fees,
Management Fees and ceptus component of its AFE obligations for the Program Wells.
These credits will not include any of Drilco's payments of other.f8eg "Summary of the
Program and Partnership Agreements.' Drilco may fund part of its Program contributions
through a special purpose Drilco Partnership that will acquire a proportionate share of the
Drilco Position in the Program Wells, other than Dfdamanagement and operating rights and
obligations under the Program Agreements. Drilco will also have the right under the Program
f\g(ﬁements to pledge its remaining Drilco Position as collateral under its revolving credit
acility.

Third-Party Royalty Inerests and Participation Rights

Some of the Program Wells may be subject to thpatty royalty interests under the oil and gas leases and
farm-outs. Some Prospects may be subject to a thpedty overriding royalty interests between 3%d4%.The Net
Revenue Interest or "NRI" of the Partnership and Drilco in the Program Wells will be propdefipmeduced by
these royalty interests. Exercising these THiarty Rights for any Prospects would proportionately reduce the
Program Position in the Prograwiells drilled on those Prospects. Since Drilco does not anticipate any exercise of
Third-Party Rights, all references in this memorandum to the working interests assigned to the Program under the
Prospect Assignment and the Proportionate Shares of therfeaship and Drilco in the Program Wells assume the
waiver of all ThireParty Rights. Any exercise of Thirdrty Rights would be normalized under the T4up Account.

See "Summary of the Prospect Assignment.”

INVESTOR SUITABILITY STANDARDS
General

The minimum investment in either general partner interests or limited partner interests is one Unit. Drilco reserves the
right to accept subscriptions for fractions of a Unit and the right to accept and reject subscriptions selectively in its
sole discretn. Units will be sold only to accredited or, in the sole discretion of Drilco, a limited number of non
accredited but sophisticated investors. An investment in the Units is only suitable for persons of substantial means
who (i) have no need for liquidity their investment, (ii) have been advised about the unlimited personal liability that
may arise from ownership of GP Units and (iii) can afford the loss of their investment.

Qualified Investors

Units will be sold only to persons who qualifyaasredited investors or, in the sole discretion of Drilco, certain-non
accredited, sophisticated investors.

An accredited investor includes one of the following:

1 A natural person whose individual net worth, or joint net worth with the investor's spouseseds
$1,000,000, excluding the net value of the primary residence, at the time of purchase;

1 A natural person who had an individual income in excess of $200,000 in each of the two most recent
years, or joint income with that person's spouse in excess 6DJB0 in each of those years, and has a
reasonable expectation of reaching the same income level in the current year;

1 An organization described in Code Section 501(c)(3), corporation, business trust or partnership, not
formed for the specific purpose @afcquiring the securities offered, with total assets in excess of
$5,000,000;
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1 A trust with total assets in excess of $5,000,000 and not formed for the specific purpose of acquiring the
securities offered, whose purchase is directed by a sophisticated parswtordance with Rule 506(c)(2)(ii) of
Regulation D under the Securities Act; or

1 An entity, other than a conventional trust, in which all of the equity owners are accredited investors.
Additional Representations

Subscribers for Units must represent imeir Subscription Agreement that they are acquiring Units for
investment and not with a view to resale or distribution. Subscribers must also represent that they have the ability to
bear the economic risk of the investment for an indefinite period of tiamel their principal investment objective is
securing an economic profit, determined without regard to any tax benefits that may be derived from the investment.

Subscription Agreement

Each subscriber must complete and sign a Subscription Agreement. Bysioithge subscriber represents,
among other matters, that he, she or it is an accredited investor and meets the foregoing investment intent
requirements. A certain limited number of neaccredited investors may be accepted by Drilco for investment and such
determinations are in the sole discretion of Drilco. The Subscription Agreement elicits specific information from each
subscriber relating to these representations. If the subscriber is purchasing Units in a fiduciary capacity, he or she must
be able to epresent that the person or entity represented by the fiduciary satisfies the eligibility requirements for the
offering. If the subscriber is a partnership, each of its partners may be required, under certain circumstances, to meet
the eligibility requirenents. Drilco through the Escrow Agent, the Compliance Administrator, and each Selling Agent will
be responsible for making every reasonable effort to determine that the purchase of Units is a suitable investment for
each investor subscribing through thagling Agent or Drilco, based on the foregoing suitability standards. Their
determination will be predicated solely on the information submitted by investors in their Subscription Agreement.

SUBSCRIPTION PROCEDURES
Subscriptions for GP Units

Investors(subscribers) may subscribe for LP Units, Subscribers electing to purchase GP Units will be personally
liable, jointly and severally with other GP Unitholders and Drilco, for all Partnership and Program obligations. As long
as they do not otherwise limitheir liability, the GP Unitholders will qualify for the working interest exception to the
passive activity loss rules under the Code, enabling them to apply their tax deductions from the Partnership against
their active income from other sources. When tni§§ and completion operations are concluded, all GP Units will be
converted into the same number of LP Units, limiting the holders' liability for the Partnership's obligations arising from
that point forward. See "Risk Factor§ax Effects and Risks Rélg to Ownership of GP y A (i & ® £

Subscriptions for LP Units

Subscribers for LP Units will be admitted to the Partnership as limited partners. Under applicable law, LP
Unitholders should have no liability for Partnership or Program obligations in excelssiptapital contributions and
their share of the Partnership assets and undistributed income. LP Unitholders may also have liability in certain
circumstances for any capital returned to them, plus interest. Investors who elect to subscribe for LP Undslyna
apply their tax deductions from the Partnership against net passive income from the Partnership and other limited
partnership investments. See "Risk FactoTaix Effects and Risks Relating to Ownership of LP Units" and "Federal
Income Tax Considetians - Passive Loss Limitations."

Subscription Process

To subscribe for Units, an investor must complete, date and sign a Subscription Agreé&xeeittit |).This
may be obtained from the Selling Agents or Drilco. The completed Subscription Agreement, together with a check
payable to "Drilc®2017 1H Drilling ProgramEscrow Account” in payment of the subscription price of $100,000 per
Unit, subject to certairdiscounts as set forth herein, should be delivered to a Selling Agent or directly to Drilco. If the
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above check is delivered to the Selling Agents, they will promptly deliver same along with the completed Subscription
Agreement to the Escrow Agent. The ilireg address of the Escrow Agent is:

Premier Bank

406 Main St.

Spencer, WV 25276

Attn: Drilco20171H Escrow Account

Closings

The initial Closing of the Private Placement will be held as soon as subscriptions for the Minimum Offering of 13
Units areaccepted by Drilco. Program operations will commence at that time. After the initial Closing, as subscriptions are
received. Additional Closings will be held in increments of at least 10 Units or, for the final Closing, the number @gigemain
Units to beissued on the Termination Date.

Escrow Account

All subscription checks received from subscribers will be promptly deposited in the Escrow Account with the
Escrow Agent. If Drilco terminates the Private Placement before the Minimum Offering is reachdbadwse the
Escrow Agent, which will issue and deliver checks to subscribers in the amounts of their collected subscriptions,
without interest or deduction. If Drilco receives and accepts subscriptions for at least the Minimum Offering, the
Escrow Agenwvill be authorized to release collected subscription funds to the Partnership for contribution to the
Program and application under the Prospect Assignment and Drilling and Operating Agreement at each Closing.

PLAN OF DISTRIBUTION

The offering is being conducted on a "bedforts” basis primarily through affiliates and employees of Drilco,
YR GKNRdzZK &aSftfAy3a F3Syida o6K2 FINBE YSYOSNR 2F CLbw! X I
agent agreement for theftering with Drilco 1H Drilling Program. The Partnership will pay according to the Lehman
Scale if it makes use of a selling agent. Except for its relationship as a Selling Agent, none of the Selling Agents are
affiliated with Drilco. Under the terms of éhsoliciting dealer agreements, all subscription payments received by the
Selling Agents will be promptly remitted to the Escrow Agent for deposit in the Escrow Account. See "Terms of the
Offering." The Partnership will not pay any sales commissions erdeeubscriptions for Units sold through Drilco
affiliates and employees, and the subscription price for Units issued to those investors will be reduced by the amount
of the commissions and fees that would have been paid if such Unit(s) had been saBklipg Agent. See "Use of
Proceeds" and "Plan of Distribution."

Drilco will also indemnify the Selling Agents and the Escrow Agent against certain liabilities, including liabilities
under the Securities Act, Drilco and its affiliates may subscribe fits fdm their own accounts on the same terms as
other investors, including any subscription necessary for meeting the Minimum Offering threshold, except that no sales
commissions will be payable by Drilco on those subscriptions.

DESCRIPTION OF THE PROGRAM
General

The Partnership is a West Virginia limited partnership formed to invest, through the Program, in a portfolio of
about 20 crude oil and natural gas development wells, primarily vertical and horizontals, being drilled by Drilco in the
Project Areas during017 and the first quarter oR018(with the number of wells ultimately drilled being subject to the
amount of proceeds actually raised from investors and the cost of each well). As of the date of this memorandum, the
Project Areas span a total of developanld undeveloped acres across seven counties in West Virginia within the
northern portion of the Appalachian Basin, which is one of the oldest and most prolific crude oil and natural gas
producing areas in the United States. Over the last several yeals Bais opportunistically expanded its acreage and
infrastructure positions in the Project Areas, and Drilco may select one or more Prospects for development by the
Program.
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Strategy

The Program has been structured to capitalize on unconventional resaencgopment opportunities in
the Project Areas and the favorable long term pricing expectations for crude oil and natural gas. The primary pay
zones in the Project Areas are the Upper Mississippian Section and Devonian Shale formation. The economics of
Mississippian sands and Devonian Shale plays in this part of the Appalachian Basin have been transformed by recent
advances in horizontal drilling and completion technology optimized for the region. Drilco was one of the first
operators in the region to depijoand refine deviated and horizontal drilling technology, which has substantially
increased initial recovery volumes and rates for Mississippian sandstones and Devonian Shale wells in southern
Appalachia at much lower finding costs than conventional vaistale wells on the same acreage. In addition to
technical expertise, Drilco has excelled at driving down its finding costs even further through a disciplined focus on
drilling and completion efficiencies, combined with aggressive pricing for-frarty drilling services and equipment,
facilitated by its status as an established regional buyer of tubular and well equipment and oilfield services.

Business Model

Drilco operates all of the existing wells in the Project Areas and controls all of thevidddyathering
facilities for their production Drilco also has firm capacity transportation rights with{érdy pipelines that ensure
the deliverability of exdting and future gas production from the Project Areas. The Program is anticipated to have about
20 Program Wells, including 10 verticals and 10 horizontal wells. Sales prices for production from the Program Wells
will benefit from the high energy contemind quality of Appalachian basin crude oil and natural gas. Which results in
realized sales premiums between 14% to 24% over normal pipeline quality gas. The proximity of the Project Areas to
major east coast markets generates further realization prensi@ove spot prices.

Drilling Program Benefits
Drilco's structure for sharing drilling program costs, risks and returns addresses the high capital costs of its
business, enabling it to accelerate the development of its properties without relinquishingatanter drilling and
operating decisions. The structure provides economies of scale with operational benefits at several levels.
1 By aggregating its capital with private investors, Drilco controls a larger drilling budget than it could support on
its own,enabling Drilco to leverage its buying power for drilling services and materials, contributing to lower

development costs.

1 Accelerating the pace of development through sponsored programs expands the production capacity Drilco
can provide to oil and ggmurchasers, contributing possibly to higher crude oil and natural gas sales prices.

Drilco's drilling program strategy increases the number of wells it would otherwise drill on a-atand
basis or solely for the account of outside investors, diversifyfre related risks.

Investment Objectives
The investment objectives of the Partnership are:

Generate regular monthly cash flow distributions to investors from sales of crude oil and natural gas produced
from the Program Wells;

Provide tax advantagatrough IDC deductions during the drilling and completion phase; and

Provide tax advantages during the production phase through 15% depletion allowance on all oil and
gas production income to the partnership.
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Project Areas

The intention is to focudrilling within Ritchie and Gilmer which are two adjoining Counties in West Virginia. Below
is an attached map of proposed locations.
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Prior Performance

Since its formation, Drilco has drilled and operates a total of over 200 wells in the Project Areas. All of these wells have
been drilled with partners and Drilco by itself, and beginning in 1995, with drilling partnerships (colletBviely,
Programs") Historically,over 99% of the wells drilled by Drilco on this acreage have been completed as producers.

Additional information and a track record of prior Projects is provided in the Prior Activities Report inclugelilais
Gto this PPM.

Prospects
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The Program will acquire its development rights in the Prospects under a Prospect Assignment from Drilco.
For the Program's vertical and horizontal wells, these rights will be limited to well bore only assignments to the
twenty well program. The Missiséiih 1 'y { SOG A2y A& O2yaARSNBR 02y @SydAizyl f
higher porosity and permeability. The Devonian Shale formations are considered unconventional targets because of
their lower porosity and permeability. To be productive, una fracturing must be present and generally must be
enhanced by an effective treatment. While this typically results in modest initial volumes and pressures for vertical
and horizontal wells in the Berea and Mississippian sandstones and Devonian Sisle the region, it generally
also accounts for the low annual decline rates demonstrated by these wells, many of which are expected to produce
for 30 years or more. Additional information about the geological characteristics of the Project Areasdegin
the Geology Report included in this memorandunkakibit F.

Horizontal Drilling

The Program's horizontal wells will generally have a single lateral leg ranging between 2,400 feet to 3,500 feet
through the target formation. Most of the Prograwlells will target Big Injun and Berea sandstones and the Upper
Mississippian Section. Up to 10 horizontal wells will focus on shallow crude oil and natural gas producing sands. Drilco
will drill and complete the Program Wells as expeditiously as pos¥ilth.its core crude oil and natural gas
infrastructure in place for the Project Areas, Drilco expects to bring Program Wells on line generally within 45 days
after completion. Note that Drilco, in its discretion, may increase or decrease the number oétatiwells it has
estimated above.

Since its formation. Drilco's business model has changed due to technological advancements in the oil and gas
industry. Horizontal drilling has replaced vertical drilling to become the preferred method to maximizedoglas
production and the economics of drilling operations. Drilco began exploring horizontal drilling technologies in 2008.
Horizontal drilling is now the principal drilling method for Drilco's business model.

Air-driven horizontal drilling advances anthged completion technology optimized for the Mississippian and
Devonian Shale play in northern and southern Appalachia have dramatically improved the economics of harvesting
these resources. In general, horizontal wells in this region use directiondidiliing techniques to create a lateral leg
approximately2,400 feet to 3,50@eet through the target formation. This allows the well bore to stay in contact with
the reservoir far longer and to intersect more fractures in the formation than conventivarical wells.

While far more expensive than vertical wells, horizontal drilling is improving overall performance by increasing
recovery volumes and rates, limiting the number of wells necessary to develop an area through conventional drilling
and reduang the costs and surface disturbances of multiple vertical wells. Typically, one horizontal well replaces
between three to four vertical well locations. Additional economies can be achieved by drilling multiple horizontal wells
on a single drilling locatio In that scenario, horizontal wells might be distributed betweenNtississippian and Berea
Sandstones and Devonian Shala.addition to these operational advantages, the initial recovery rates for these
horizontals are averaging four to six times thenerally reported rates for vertical Mississippian and Berea sandstone
wells and Devonian Shale in the same region.

Horizontal Air Drilling Technology

The Program's horizontal wells will be drilled in separate sections. The initial section is identical to a standard
vertical well, with @/s Inch to 7 inch casing set and cemented in place to isolate shallow swat@ing formations,
approximately 1,000a 1,500 feet above the target formation. After drilling about 400 to 900 feet below the casing, the
directional crew begins drilling a curve that generally takes approximately 600 feet of additional vertical depth to
achieve an inclination approaching 98gtees from vertical. At that point, the well bore is near the top of the target
zone, approximately 500 feet away from the original location, at the proper inclination to continue horizontal
operations. The lateral leg is drilled between 2,400 to 3,5@0 depending on vertical depth through the most
promising target formation. This horizontal leg through the target formation is drilled at a slight angle to allow the well
bore to cross from the top to the bottom target section of the formation, and idep by reatime data on the drill bit
location. Upon completion of drilling, the 4iBch production casing is run to the end of the horizontal leg, and then
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casing is cemented and perforatatl 250 foot intervals, fracked, allowing the well to be contgdein separate stages
within the horizontal leg.

Staged Completion Technology

The Program's horizontal Program Wells are all expected to be completed with a staged fracturing treatment
process performed to enhance natural fracturing. The staged completions use large volumes of nitrogen, sand, and
water, per frac stage for up to eitgen separate completion intervals per well. After the wells are cleamedfter the
pipe perforations and hydraulic frac completion, they will be connected to Drilco's existing natural gas and oil
gathering system to commence sales of crude oil and magas. Depending on electrical log or other downhole
analysis, however, Drilco may complete one or more horizontals-aalkd "natural wells," without any treatment
process. In that event, the cost savings to the Program would be included as a ariitfrueUp Account. See
"Summary of the Prospect AssignmentTrueUp Account.

Prospect Selection

Drilco will select the Prospects from its inventory of proved offset production and other development locations
in the Project Areas. The Prospects will be selected based primarily on evaluation of geological information and criteria
and infrastructure. Section criteria may also include potential spacing requirements on available Prospects, timely
approval of permits by state agencies and updated review of the latest geological and geophysical data from the
Program Wells.

Prospect Reserve Classification

The Prospects will be selected by Drilco from a mix of its PUD locations and other locations within the Project
Areas currently classified as proved probable or possible reserves. Industry definitions of these terms are pravided
Glossary included dxhibit Ato this memorandum. Since 1993, approximately 100% of the locations of wells drilled by
Drilco in the Project Areas were PUDs.

Under current SEC regulations, proved undeveloped reserves from conventional sandstone formations and
unconventionalShale resource plays are generally limited to available spacing units contiguous to producing units,
regardless of the continuity of the formation. The SEC issued amendments to its oil and gas reporting rules and Industry
Guides for fiscal years ending onafter December 31, 2009. The amendments, effective, January 1, 2010, are intended
to provide investors with a more meaningful and comprehensive understanding of these resources by aligning the oil
and gas disclosure requirements with current industrggtices and technology. The revised standards areeflacted
in the reserve classification of the Prospects to be selected for the Program.

Program Rights in the Prospects

The Program will participate in 100% of the working interests in the Prograits\ be drilled on the
Prospects. The Program will acquire its interest in the Prospects through the Prospect Assignment from Drilco. The
rights conveyed in the Prospect Assignment will be subject to the terms and conditions of the Drilling and @peratin
Agreement between Drilco and the Program, which in turn are subject to Drilco's leases anrddaagreements
covering the Project Areas, including all thijpdrty royalty interests and overriding royalty interests retained under
those instruments. Th@artnership will not have any separate rights under those leases anddatmother than its
Proportionate Share of the Program Position in the Program Wells through its interest in the Program.

Program Wells

If the Private Placement is fully subscribed, the Program will have a planned portfolio of 20 Program Wells on
Prospects acquired by the Program under the Prospect Assignment including 10 vertical and 10 horizontal wells. The
Program's horizontal wells Wigjenerally have a single lateral leg ranging generally 20400 to 3,500 feethrough
the target formation. The vertical wells will be drilled to 6000 feet, their purpose being to assess the geological make
up of the most productive formations. The tiwontal Program Wells will target the Upper Mississippian, Big Injun, and
Berea sandstone formations and the Devonian Shale formation at depths ranging 8&® tb 6,000 foot in depth.
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The number of Program Wells in which the Program ultimately padieip will depend on the number of
Units sold in the Partnership and the actual costs of those wells. TheUpukccount will be used to settle any
variations between the APE ceglus payments for the Program Wells and their actual costs. If Drilco needtie
anticipated mix of horizontal Program Wells or if ThRdrty Rights are exercised for participation in any Program
Wells, the related variances from the anticipated AFEs will also be normalized under th&/giecount. See
"Summary of the Prospeé@ssignment,”

Drilling Schedule

Under the Drilling and Operating Agreement, Drilco will use its best efforts to drill and complete the Program
Wells as expeditiously as possible, with an outside spudding date of Mar@d3B&,Accordingly, it is anticipiad that
the Unitholders will be able to utilize all their IDC deductions from the Partnership fa2@Q&tax year. If any Program
Wells are spudded after Marc2018 the associated IDC will not be deductible until 2@18tax year. Drilco will not be
subject to any penalty under the Drilling and Operating Agreement if it is unable to meet any timing targets for
spudding, completing or connecting Program Wells.

The geographical characteristics of the Prospects should eriablco to bring each Program Well on line and
into production within 45 days after spudding date of that particular well. Drilco will install production lines and all
crude oil facilities/pumping units for connecting Program Wells to its existing gaip@roduction systems as part of
the services covered by the Drilling and Operating Agreement.

Drilling Operations

As the general contractor and operator under the Drilling and Operating Agreement, Drilco will be responsible
for site preparation, drillingand completion operations and installation of flow lines for connecting Program Wells to
its existing gathering and production facilities. Drilco will rely upon specialized subcontractors with established
expertise for drilling and completion work on thiRrogram Wells, while retaining control over all geological, drilling and
completion decisions and supervisory responsibility for all engineering and administrative services performed by its
outside contractors. For timing reasons, the vertical wells wighdbilled first and then the horizontal wells may be
completed weeks or months apart.

Drilco will be responsible under the Drilling and Operating Agreement for operating and maintaining the
Program Wells and for using its best efforts to maximize theidpction. Pursuant to COPAS accounting guidelines,
Drilco will be entitled to monthly fees for operating and producing Program Wells. The monthly operating fees are
established at $500 per vertical Well during the first year of production, and $1,00@queth for all horizontal
Program oil wells with oil production requiring regular attention. These fees will be subject to future increases at
Drilco's discretion based on prevailing operating costs.

Crude Oil and Gas Marketing

Crude oil and natural gas production from the Project Areas is currently sold thimiigh an established
energy services and crude oil and natural gas marketing intermediary. In addition to crude oil and gas marketing
servicedDrilcocoordinates crud®il and gas transportation arrangements and revenue receipt and related services for
the Project Areas. A portion of the crude oil and natural gas production from the Project Areas is sold tirdegh
under fixedprice contracts and the balance at pricdetermined monthly under formulas based on prevailing market
indices. Drilco will seek to place 50% to 70% of the nagaalolumes from the Project Areas under fixed contracts for
various periods of up to three years. Although Drilco will generai« sgtarget range for these contractsere is no
guarantee that such targeted prices will be achieved in the future. In the event that crude oil and natural gas prices remain
low, this could negatively affect Drilcdiedging strategies and the prices it receives for its crude oil and natural gas.

Partnership and Program Administration

As managing general partner, Drilco will be responsible for the administration of the Partnership and the
day-to-day operations of th&>rogram. Under the terms of the Partnership Agreement and the Program Agreement,
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Drilco will be entitled to reimbursement for thirdarty expenses it incurs in the administration and management of
the Partnership and the Program. See "Compensation."

Insurance

The Program and the Partnership will be named insured under policies maintained by Drilco with the following
insurance coverage:

1 Comprehensive general liability insurance with a single limit per occurrence of $1,000,000 and an
aggregate limit of $1,00000 for completed operations coverage, subject to customary
exclusions and deductibles.

1 Automobile liability and property damage insurance with per occurrence limits of $1,000,000 for
bodily injury and property damage, subject to customary exclusions@ddductibles.

1 Pollution liability insurance with a single limit per occurrence of $1,000,000 and an aggregate limit of
$1,00Q000, subject to customary exclusions and deductibles.

1 Umbrella coverage for an additional $14,000,000 above the foregoavgrage, subject to customary
exclusions, beginning with and through completion of the Program's operations. Under the terms of
the Drilling and Operating Agreement, all subcontractors engaged by Drilco will be required to
comply with applicable workerg€ompensation laws and to maintain all other insurance at specified
levels. All subcontractors will be required to submit properly executed certificates of insurance
issued by approved insurers before work is begun under the Drilling and Operating Agreement

Title to Properties

The Drilling and Operating Agreement will require Drilco to undertake title examinations for the Prospects
and will entitle Drilco to rely on those examinations for Prospects to be assigned under the Prospect Assignment
with the Program. Title records tawde oil and natural gas drilling and production rights are sometimes unclear or
incomplete, and the Unitholders will be relying on Drilco to exercise reasonable judgment on the adequacy of title
to the Prospects. Drilco may waive any title requirementg/uding title checks and reports, at its sole discretion.
Title to the Prospects will initially be retained the name of Drilco or the lease holder under leases and anyfarm
out agreements covering the Project Areas. The recording of assignments unel®rilling and Operating
Agreement may be deferred for a reasonable period of time after completion of the Program Wells. Prior to the
date of recording, if a creditor of Drilco sought to foreclose on a Prospect as a result of the record holder's
bankruptcy or any other reason, the rights of the respective Partnership in the Program Wells could be at risk. In
that caseDrilco would be required to establish the Partnership's rights to the Partnership Position in the Program
Wells.

Competition

Competition i the oil and gas industry is intense, particularly for the skilled labor, equipment, pipeline
capacity and other resources needed to develop undeveloped acreage. Independent oil and gas companies, drilling and
production companies as well as individuabgducers and operators actively bid for the equipment and labor required
to develop and operate these properties. Drilco competes gigveral large independent exploration and production
companies and various regional operators for the equipment, mateaiadslabor required to develop its properties.
The demand, competition and cost for these commodities can be expected to fluctuate with market conditions and
may adversely affect the Program's operations and profitability.

Regulation

GeneralThe oil and gas business is subject to broad federal and state laws that are routinely under review for
amendment or expansion. Various federal, state and local departments and agencies empowered to administer these
laws have issued extensive rules anduiations binding on industry participants. Many of these laws and regulations,
particularly those affecting the environment, have become more stringent in recent years, and some impose penalties
for noncompliance, creating the risk of greater liabilityatarger number of potentially responsible parties. The
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following discussion of oil and gas industry regulation is summary in nature and is not intended to cover all regulatory
matters that could affect operations on the Prospects.

State RequlatiornStatestatutes and regulations require permits for drilling operations and construction of
gathering lines, as well as drilling bonds and reports on operations. These requirements often create delays in drilling
and completing new wells and connecting completeglls. The West Virginia Legislature recently passed legislation
increasing the permit fee for drilling operations. All of the Prospects will be located in the State of West Virginia, which
also has statutes and regulations governing conservation maffiéasse include regulations affecting the pooling of
drilling units, the density of wells that may be drilled and the unitization or pooling of oil and gas properties, and the
registration and maintenance of crude oil storage tanks on and near well sit¢és.censervation laws generally
prohibit the venting or flaring of gas and impose certain requirements on the ratability of production, and some states
have established maximum rates of production from oil and gas wells. None of these statutes or segudatrently
imposes restrictions on the production rates of wells in the Project Areas or the prices received for production.

Federal RegulatiorThe sale and transportation of crude oil and natural gas in interstate commerce is subject
to regulation under various federal laws administered by the Federal Energy Regulatory Com(H&star).
Historically, these laws included restrictions on th#isg prices for specified categories of crude oil and natural gas
sold in "first sales," both in interstate and intrastate commerce. While these restrictions were removed in 1993,
enabling sales by producers of crude oil and natural gas and all saleslefail to be made at market prices, federal
legislation reinstituting price controls could be adopted in the future.

During the last decade, a series of initiatives were undertaken by FERC to remove various barriers and
practices that historically limité producers from effectively competing with interstate pipelines for sales to local
distribution companies and large industrial and commercial customers. These regulations have had a profound
influence on domestic crude oil and natural gas markets, prignhyi increasing access to pipelines, fostering the
development of a large short term or spot market for gas and creating a regulatory framework designed to put gas
sellers into more direct contractual relations with gas buyers. These changes in thel fedgdatory environment
have greatly increased the level of competition among suppliers. They have also added substantially to the complexity
of marketing crude oil and natural gas, prompting many producers, including Drilco, to rely on highly specialized
experts for the conduct of gas marketing operations.

Environmental Requlatio®articipants in the oil and gas industry are subject to numerous federal, state and
local laws and regulations designed to protect the environment, including comprehensivatiegs governing the
treatment, storage and disposal of hazardous wastes. Liability for some violations of these laws and regulations may
be unlimited in cases of willful negligence or misconduct, and there is no limit on liability for environmentaliplean
costs or damages on claims by the state or private parties. Under regulations adopted by the Environmental Protection
Agency and similar state agencies, producers must prepare and implement spill prevention control and
countermeasure plans to deal withe possible discharge of oil into navigable waters. State and local permits or
approvals may also be needed for wastater discharges and air pollutant emissions. Violations of environment
related lease conditions or environmental permits can resufiubstantial civil and criminal penalties as well as
injunctions curtailing operations.

Under the terms of the Drilling and Operating Agreement, Drilco will undertake to conduct drilling and
production activities to comply with all applicable environmentadulations, permits and lease conditions, and to
monitor subcontractors for environment compliance. Drilco and its affiliates, including the Program and the
Partnership, will remain at risk for inadvertent noncompliance, conditions beyond Drilco's camglaindetected
conditions resulting from activities by prior owners or prior operators of acreage within the Project Areas. in any of
those events, the Program and the Partnership, as well as GP Unitholders, could be exposed to liability fop clean
costs or damages in excess of insurance coverage, including costs to remove improperly disposed waste, remediate
property contamination or undertake plugging operations to prevent future contamination.

Occupational Safety Regulatior@perations on the Prospe&cwill be subject to various federal and state laws
and regulations intended to promote occupational health and safety. Although all of the Program Wells will be drilled
with participation by specialized independent subcontractors, Drilco will be respn&ir enforcing appropriate
environmental and safety policies and procedures designed to protect the safety of its own staff and to monitor all
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subcontracted operations for compliance with applicable regulatory requirements and lease conditions, igcludin
environmental and safety compliance. This includes regular field inspections of drilling locations sites and producing
wells and internal assessments of compliance procedures.

COMPENSATION

Drilco will contribute 25% of the Program'’s total capital Seerticipation in Costs and Revenues" and "Plan of
Distribution." Drilco will receive payments or entitlements from the Partnership and Program in several forms, as
summarized below. Any surplus in the amount or future value of these payments and intaf®ste Drilco's
associated costs will be retained by Drilco as compensation.

Form of Payment or Entitlement Amount or Future Interest
Partnership Proportionate Share of Management fte S30,000 per Program Well
Partnership Proportionate Share bbcation Fee............cccoociiviiiiinnnenen. $60,000 per Program Well

Costplus component of AFEs for Partnership Position in Program $/&8% of AFEs

Vertical well Operating fees MONthly s $500 per Program Well
Horizontal well operating fees monthly: s $1000 per Program Well
Reimbursement of direct expenses for the Partnership and the Program at cost

Reversionary interest in the Program after 'Pay @it 2504 of Program Position

(1) See "Summary of the Program and Partnership Agreements" and SurohtaeyProspect Assignments.
(2) See "Summary of the Ryeam and Partnership Agreements.”
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MANAGEMENT

Drilco Oil and Gas Corporati@verview

DrilcoOilandGasa I oNR 3ISYSNIGA2y 2Af FyR 3IFa LINRRdzOS NughLIS NI {
Dale has extensive knowledge of oil and gas drilling operations, oil and gas formations and negotiating lease contracts
within the Appalachian BasirSince 1995, when Drilco Oil and Gas was founded, Drilco has led the way in innovative
a2ftdziAz2ya F2NJ 2Af FyR 31a SELI2NIGAZ2YS RNAfEAY3 FyR LINER
seasoned oil and gas veterans in West Virgibidlco's management has over 100 years of combined exploration

and production experience in this region. To develop its resources, Drilco has expanded from drilling five wells in

1995 to over 200 wells for the period comprising 1995 thro@@i 7, for an aggegate total of over 200 wells in the

Project Areas. Through its crude oil and natural gas gathering system, Drilco also controls the gas gathering system
and crude oil infrastructure for all Project Areas, as well as the gas processing facilitiesidxt#dicated to

maintaining superior operating standards and has received several Oil and Gas Drilling and Reclamation Awards

from the West Virginia Department of Environmental Protection, Office of Oil & Gas.

Officers and Directors

Hugh Dale is the Pesident/CEO and has 35 years operations experience in all aspects of Oil and Gas Drilling, and
Completion Operations. He serves as President and CBGlaf Oil and Gas Corporatidie has supervised the drilling
and completion of hundreds of oil and gaslls in the Eastern Region and Midwest Region of the United States. Crude
oil and natural gas production has been in the Dale family for three generafiarthe Owner and Operator, he is
involved in Drilling, Exploration and the Production of Oil Biatliral Gas in the Appalachian Basin. His expertise begins
with acquiring the initial lease to continued well operation and service, years beyond initial production.

Cynthia Daleacts as Office Manager with the help of various office assistants anddtasen years of experience in

this capacity. Her role iBrilco Oil and Gas Corporatientails that of payrolls services and the quarterly filings of
Unemployment Compensation, Worker's Compensation, WV State Withholding, Employee Health InsuranceaReport

941 Federal filings. Her responsibilities include various reports such as the WV DEP Report to the WV Division of Oil &
Gas (EPA) which charts MCF Readings and Barrels of Oil Sales as well as the annual Producer Operator Returns to the W\
Departmentof Revenue which charts a breakdown of Working Interest and Royalty Interest Owners Distributions in

order to gauge Personal Property Tax are due annually. Severance Tax Returns are filed monthly, quarterly and annually.
Cynthia maintains records to redyldevise Operating Statements on various Partnerships, and see that royalty interest

and working interest checks are distributed in a timely fashion. An excellent working relationship with open dialogue is
maintained with all stakeholders who maintain iwterest in all business ventures. Mrs. Dale Oversees Operating
Statements to various Partnerships, working interest checks, and royalty interest checks, and maintains an excellent
reporting system to all working interest owners. Mrs. Dale received edugttraining from Glenville State College in
Business Education, with a Master's Degree in Education along with additional certification in Education Leadership.

Elliot G. HicksAttorney, acts as counsel to Drilco and the Partnership and as Private Placement compliance

administrator. Along with acting as Compliance Administrator Mr. Hicks will review all Subscription Agreements to
ensure that necessary securities compliance requirement® lieeen satisfiedMr. Hicks' primary areas of practice are
mediation and arbitration.His former practice consisted entirely of litigation with a focus on product liability, premises
liability, corporate and commercial litigation, insurance law caseslioal malpractice defense and higher education

law. Mr. Hicks was honored as a Fellow of the American College of Trial Lawyers, a Fellow of the American Bar
Foundation and the West Virginia Bar Foundation. He has been recognized in the publicatiBestlawvyers in

Americ&®and Super Lawye®&or commercial litigation and mediation. Martindalttubbell has honored Mr. Hicks with

its highest peer review rating of AV. He has a B.A. in Political Science from West Virginia University and a J.[t. from Wes
Virginia University College of Law. Mr. Hicks was the President of the West Virginia State Bar from 1998 to 1999.

Brooks Javinsacts as a Contract Directional Driller & Advisor to Drilco Oil and Gas and is the President of Javins
Corporation. Javin€orporation offers a variety of wdllore analysis, engineering and completion services within the
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Appalachian Basin. Javins Corporation has some of the most experienced directional drillers in America. Brooks Javins,
President, was involved in directiondrilling and releasing early research papers about different practices in the 1970's
before it became the common practice of today. Javins Corporations owns the patent on Downhole Directional Drilling
Hammer.

Garlan Miller, does all of the accountingnd IRS tax returns for Drilco Oil and Gas Corporation. He has been Drilco's
accountant for 20 plus years and structures all drilling partnerships and compliances. Mr. Miller is from Spencer, WV. He
started his career with Ernest and Young. He graduatam 8pencer High school and West Virginia University and he
sits on the board of directors of FNB Bank of Spencer, WV. Garlan also does audits for the state of West Virginia.

CONFLICTS OF INTEREST
Resource Allocation

In additionto serving as managing general partner of the Program and the Partnership, Drilco manages its
Prior Programs anis actively involved in expanding its property and infrastructure position. These activities may put
conflicting demands on the time and effsrof Drilco's staff and on its allocation of financial and operating resources.

Well Selection

Drilco will have substantial sole discretion in selecting Prospects for the Program. After all the Program
Wells are drilled and completed, Drilco will continue to develop the Project Areas. These ongoing initiatives may
be pursued for its own account on part with subsequent drilling partnerships. Neither the Partnership nor the
Unitholders will have any interest in those activities. There can be no assurance that the Prospects will represent
the most suitable locations for development at the time ofesg#lon. Prospects could be selected based in part
on factors such as infrastructure requirements and permitting considerations. Commitments under oil and gas
leasesand farmouts or the expiring term of one or more leases, and the Prospects may not nebessaresent
optimum locations within the Project Areas. In addition, if the Private Placement is not fully subscribed, Drilco may
continue drilling crude oil and natural gas wells in the Project Areas for its own account or under joint arrangements
with other parties on locations that would otherwise be assigned to the Program. In that event, the Program's
portfolio may not include the best development opportunities within the Project Areas.

Oil and Gas Gathering and Marketing

All of the Prospects wille subject to existing oil and gas purchase contracts and other crude oil and natural gas
gathering and marketing arrangements that will also cover production from the Program Wells. Drilco will have broad
discretion to adjust the fee structure for gas pating, compression and processing activities under the Drilling and
Operating Agreement to reflect prevailing market conditions and contractual commitments. Drilco could also face
conflicts of interest between the Program, the Prior Programs and any qubsédrilling partnership in negotiations
or disputes with gas purchasers. See "Risk FattoDperating and Business Risks." Drilco will endeavor to act in the
best interests of the Program and all other managed programs in pricing all gas gatheringssamnd conducting
marketing operations for the Project Areas, including production from the Program Wells.

Related Party Transactions

ENRAf O2 hAft FyR DIFaQa O2N1IR2NIGS adNHzOGdzNE Ol dzaSa @I NR 2 dz?
to be treated as related party transactions. To address these issues, the Partnership Agreement and Program

Agreement require, among other things, that all transactions between the Program or the Partnership and Drilco or its
affiliates be on terms no lessvarable to the related party than terms that could be obtained from an independent

third party and be fair to the related party at the time the transactions are authorized. Drilco and its affiliates will not

take any action affecting the assets or propeofithe Partnership or the Program that does not benefit the

Partnership and the Program as a whole, including the utilization of funds of the Partnership or the Program as
compensating balances for the benefit of Drilco or its affiliates. No loans witldske by the Partnership or the

Program to Drilco or its affiliates. All benefits from relationstaffecting the Program and other drilling partnerships
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sponsored by Drilco will be fairly and equitably apportioned according to their respective intetdsiholders will
be among the first to know and have the opportunity to participate in future private placements
and development plans by Drilco.

FIDUCIARY RESPONSIBILITIES
General

As the managing general partner of the Partnership, Drilco willfiuaiary for the Unitholders and will have
legal responsibilities of loyalty, care and good faith. These include a duty to conduct Program operations and
administration of the Partnership in compliance with the Program Agreements. Drilco will complys#ittuciary
duties under all circumstances, including any situation that might involve a conflict of interest between Drilco or its
affiliates and the Unitholders.

Remedies for Breach of Fiduciary Duties

Under state law, if Unitholders believes that Boilhas breached its fiduciary duties as the managing general
partner, they could institute legal action against Drilco to enjoin the activity or transaction or to recover damages
resulting from the activity or transaction. This is a developing area ditlighowever, and investors who have
guestions concerning the fiduciary duties of limited partnership's managing general partner should consult with their
own counsel.

Limitations on Remedies of Unitholders

The Partnership Agreement provides that Drilca &s affiliates will not be liable to the Partnership or the
Unitholders for errors of judgment or any acts or omissions, when acting in good faith and in a manner believed to be
in, or not opposed to, the best interests of the Partnership, unlesadtisns or omissions constituted gross negligence
or willful misconduct. In addition, the Partnership Agreement provides generally that, to the extent permitted by
law. The Partnership will indemnify Drilco and its affiliates providing services on behlf Bfrtnership or the
Program against judgments and amounts paid in settlement, plus costs and expenses (including attorneys' fees and
expenses) actually and reasonably incurred, if the indemnified party acted in good faith and in a manner reasonably
believed to be in, or not opposed to, the best interests of the Partnership, provided that the indemnified party's
conduct did not constitute gross negligence or willful misconduct. The Partnership Agreement also provides that, in
any derivative action arisingnder federal or state securities laws, the Partnership will not be required to provide
indemnification unless there has been a successful defense on the merits of the securities laws claims or the court
approves a settlement of those claims. In the opmiaf the SEC, indemnification for liabilities arising under the
Securities Act is against public policy and therefore unenforceable.

SUMMARY OF THE PROGRAM AND PARTNERSHIP AGREEMENTS

General

The rights and obligations of the Unitholders will be govereatrely by the Program Agreement, the
Partnership Agreement, the Prospe&s$signment and the Drilling and Operating Agreement. The forms of these
agreements are included as exhibits to this memorandum. Each prospective investor should carefully regiew tho
agreements before submitting a subscription for Units. The following section provides summary of the Program
Agreement and the Partnership Agreement. Summaries of the Prospect Assignment and the Drilling and Operating
Agreement are provided elsewhere tihis memorandum. All of these summaries are only intended as outlines. They do
not purport to be complete restatements and are qualified in their entirety by reference to the actual text of the
agreements.

Purpose of the Partnership and the Program
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TheProgram Agreement creates a general partnership between Drilco and the Partnership and establishes
SHOK LI NIySNRa NBALSOGAGBS NRIAKGA FYyR 20fA3aFdA2ya Fa LI NI
among the Unitholders and Drilco andtaBlishes their respective rights and obligations at the Partnership level The
sole purpose of the Partnership is to enter into the Program Agreement and, through the Program, to finance the
Partnership's share of drilling, completion, operating and evahabandonment costs for the Program Wells and to
produce and sell oil and gas frocompleted Program Wells.

Capital Contributions

The Unitholderswill contribute $100,000 per Unit to the respective Partnership, and Drilco will contribute 25%
of the Partnership' total capital. At each Closing, the Partnership will contribute all of the proceeds from the sale of
Units issued at that Closing to the Bram, representing 75% of its capital, and Drilco will make a proportionate capital
contribution for 25% of the Program's total capital, amounting to $25,000 per UnitdSse of Proceeds." Since Drilco's
25% Proportionate Share of the Location Fees, Mgmaent Fees, and cogius component of its AFE obligations for
the Program Wells will represent payments to itself, Drilco will receive a credit under the Program Agreement towards
its required capital contributions to the Partnership and the Progranttiese payments. See "Participation in costs and
Revenuer Drilco Contributions.” Drilco may fund part of its Program contributions through a special purpose Drilco
Partnership that will acquire a proportionate share of the Drilco Position in the Progralts Weher than Drilco's
management and operating rights and obligations under the Program Agreement. Drilco will also have the right under
the Program Agreements to pledge its remaining Drilco Position as collateral under its revolving credit facility.

Description of Units

The Partnership is offering two classes of Units in the Private Placement. The LP Units represent limited
partner interests, and the GP Units represent general partner interests in the Partnership. The Units of each class
represent idenical interests in the Partnership, except that (i) holders of GP Units will be general partners with
unlimited liability, while holders of LP Units will be limited partners with limited liability, and (ii) holders of GP Units
will not be subject to the "pssive loss" limitations of the Code, whielders of LP Units will be subject to these
limitations. See "Risk Factars Tax Effects and Risks Related to Ownership of GP Units." When all of the Program
Wells have been drilled and completed, each outstagds® Unit will be automatically converted into an LP Unit. The
percentage interest in the Partnership represented by a Unit, regardless of its class, will be equal to the ratio that it
bears to the total number of Units outstanding, multiplied by 99% fteot the 1% interest of Drilco as the managing
general partner. Each Unit, regardless of its class, entitles the holder to a Proportionate Share of the respective
Partnership's income, gain, losses and distributions equal to that percentage intereSP&#eipation in Costs and
Revenues."

Program Allocations

Under the "functional allocation" provisions of the Program Agreement, the Partnership will be allocated 100%
of the IDC for Program Wells, up to $100,000 per Unit, and Drilco is estimatechtimbated 100% of the Tangible
Costs for Program Wells and all of the costs associated with the Location and Management Fees, up to the amount of
its capital contribution to the Program (actual results may vary). If the IDC allocated to the Partnersinp Rnogram
Well exceeds its share of drilling and completion costs for the well or is less than that proportionate share, then
Tangible Costs will be reallocated to match the Partnership' share of the drilling and completion costs for that Program
Well. See "Federal Income Tax Considerationitangible Drilling Costs." Except for these functional allocations, the
Program Position in each Program Well will initially be allocated 75% to the Partnership and 25% to Drilco until total
Partnership distributias to the Unitholders reach Payout. After Payout, Drilco will earn the Drilco Reversionary Interest
for 15% of the Program Position in each of the Program Wells, subject to anypréiecount adjustments under the
Prospect Assignment. See "ParticipatiorCiosts and Revenues."

Management of the Program and the Partnership

Under the Program Agreements, Drilco will have sole responsibility and authority for managing the Program
and the Partnership. This includes express authority to perform all acts customary or incident to the management
and administration of the Partnershgnd the Program, as well as the right to take any other action on behalf of the
Program and the Partnership that it deems appropriate, even if not expressly authorized, as long as the action does
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not require consent of the Unitholders under their limitedting rights. Both the Program Agreement and the
Partnership Agreement also permit Drilco to engage in other business activities, including the management of the
Prior Programs and subsequent programs sponsored to participate in its drilling and retatetiess. Accordingly,
Drilco will be required to devote only the time and resources it deems necessary and appropriate for performing
those duties.

Restrictions on Transfer of Units

Except as otherwise permitted pursuant to the Put Option as set forthiheUnits may only be transferred
with the consent of the managing general partner and only under limited circumstances. In general, transfers are
restricted to assignments by gift to family members or a trust for their benefit and by operation oflakwas the
death or bankruptcy of a Unitholder who is a natural person. Subject to those restrictions, Drilco will recognize the
transfer of Units as of the last day of the month following receipt of notice of the transfer and required
documentation. A peanitted assignee of Units may become a substituted Unitholder only with the consent of Drilco.
These restrictions will not prevent investors from pledging or granting security interests in Units as collateral, although
they may restrict the ability of a cdétor to succeed to the interest of the Unitholder upon any foreclosure of the
secured obligations. See "Risk Factor®artnership Investment Risks."

Voting Rights of Unitholders

The Partnership may not take part in the management of the Program or ttiedPship, and the Unitholders
may not participate in the management of the Partnership, except for limited voting rights provided in the Partnership
Agreement. See "Risk FactarsPartnership Investment Risks." The Partnership Agreement authorizes the
Unitholders, voting together as a single class, to take actions solely on the following matters and only if the voting
thresholds specified in the description of thosatters are reached:

91 Sale, Exchange or Dissolutidmy sale or exchange of all or subsfalty all of the assets of the Program or the
Parnership aml any dissolution of Program or the Partnership may be approved,omitnthe consent of
Drilca

1 Amendments to the Partnershifgreement.The Partnership Agreement may be amended by the
managing general partner, without the consent of the Unitholders, to reflect the issuance or transfer of
Units and to comply with applicable laws or for nominal changes not affecting the Unitholders
collectively.

1 Removal of Managing General PartnBrilco may not be removed as the managing general partner.

Meetings and Inspection Rights

Unitholders holding an interest ithe Unitsand any Unitholder may request faspect the books and records
of the Partnership pon reasonable prior notice and may conduct field visits during regular business hours. Drilco may
charge the partnership for the costs of copying, printing, and mailing.

Withdrawal of the Managing GenerbhPartner

Drilcomayretire or withdraw from the Partnership or the Prograand has a right to appoird successor
managing general partner Upon any withdrawal, Drilco may elect to receive the Drilco Position in the Program Wells
in kind.

Limitation of Drilco's Liability

The Program Agreement provides that Drilco shall not be liable to the Partnership or its partners for any
action taken or omitted to be taken in connection with the organization and management of the Partnership or the
operations of theProgram, except in the case of its gross negligence or willful misconduct. The Program Agreement
also provides for indemnification of Drilco and its affiliates against any damages, losses, fines, costs and expenses
(including attorneys' fees and disbursents) suffered by the Partnership resulting from any claim or action asserted

46



or threatened and arising out of or relating to any action taken or omitted to be taken in connection with the
organization and management of the Partnership or the operationthefProgram, including any settlement of any
the claim or action, as long as the indemnified parties acted in good faith and in a manner believed to be in, or not
opposed to, the best interests of the Partnership and the acts or omissions of the perskimgésdemnification is not
found to constitute gross negligence or willful misconduct.

Accounting Matters

Drilco will maintain the Partnership's accounting records on an accrual basis. The fiscal year of the Partnership
will be the calendar year. Drilagill provide investors with annual income tax information within 90 days after the end
of each calendar year and with production reports accompanying each monthly distribution from the Partnership.
However, the Unitholders will not be entitled under theoBram Agreements to audited financial statements or
reserve reports of independent engineers. The costs and expenses of the Partnership's accountants will be paid or
reimbursed by the Partnership, along with any other thixarty fees for legal, engineeigor other services rendered
to the Program or the Partnership to the extent they are not covered by the well operating fees payable to Drilco or the
oil andgas gathering, compressing, processing and transmission fees payable under the DrillDpeatihg
Agreement.

Power of Attorney

By signing a Subscription Agreement, investors irrevocably appoint Drilco as their atiofaeywith broad
authority to execute the Partnership Agreement on their behalf, along with all other instruments reduired
connection with the formation of the Partnership and the conduct of the business of the Partnership and the Program,
including the filing of an application for a small producer's certificate with FERC and filings required to be made by the
Partnershipm any jurisdiction in which it may conduct business.

Dissolution and Liquidation

The Partnership willddissolved on March 1, 2048r upon the earlier occurrence of one of the following
termination events:

1 Determination by the managing general partneattthe Partnership should terminate and the
concurrence irthat determination by vote of super majority vote of at least 8@f4jority-in-interest of
the Unitholders;

1 Resignation, bankruptcy, dissolution or removal of the mamggeneral partner, unlessg®%
supermajority in interest of the Unitholders vote to continue the business of the Program and the
Partnership and elect a successor managing general partner for that purpose;

91 Sale or other disposition of all or substantially all the Program Welldinalaadjudication of bankruptcy
of the Partnership; and

1 The withdrawal, removal, dissolution or bankruptcy of the managing general partner, subject to
reconstitution at the election of the Unitholders. See "Voting Rights of Unitholders." The Partneitship w
also be dissolved and not be subject to reconstitution upon Drilco's receipt of written instructions to
dissolve the Partnership from a @0supermajority in interest of the Unitholders of each respective
Partnership or upon the disposition of all otbstantially all of a Partnership's assets. The withdrawal,
death, legal disability, bankruptcy or dissolution of any Unitholder will not dissolve or terminate the
Partnership. Upon any removal of Drilco for any reason, Drilco may elect to receive tloeFDsltion in
the Program Wells in kind.

Liguidation Procedures

Upon any dissolution of the Partnership without reconstitution, Drilco or its successor will act as liquidating
trustee and immediately proceed to wind up the business and affairs of the Partnership. In settling accounts upon
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liquidation after dissolutiorof the Partnership, the assets of the Partnership will first be applied to repayment of
Partnership obligations owed to third parties. The remaining assets of the Partnership will distributed in the following
order of priority: (i) first to pay nopartner creditors, (ii) then to establish any necessary reserves, (iii) next to pay any
creditors who are partners or otherwise affiliated with Drilco and (iv) then to the partners (including the managing
general partner) in accordance witheir interests in thePartnership. Drilco will not be liable for the repayment of any
amounts remaining in the P&A accounts or for the return of any part of the contributions of the Unitholders. Any
distributions upon liquidation will be made solely from the respective Pahgr's assets. Liquidation procedures for
the Program are identical, except that Drilco may elect to receive the Drilco Position in the Program Wells in kind.

Governing Law

Except as may be otherwise required by law in any other jurisdictiorpritsions of the Program Agreement and
the Partnership Agreement will be governed by and construed in accordance with the laws of the State of West Virginia.

SUMMARY OF THE PROSPECT ASSIGNMENT
General

The Program will acquire its interest in the Programlé/through the Prospect Assignment (as Amended). See
"Terms of the Offering.” The form of Prospect Assignment is includédtlabit Dto this memorandum. Each prospective
investor should carefully review the Prospect Assignment, as well as the otlgnaRré\greement, before submitting a
subscription for Units. The following summary of the Prospect Assignment is only an outline. The summary is not a complete
restatement and is qualified by reference to the actual text of the Prospect Assignment.

Prospecs

The number of Prospects assigned to the Program and the Program Position in the Program Wells drilled on
the Prospects will depend on the number of Units sold in the Partnership, the actual drilling and completion costs of
the wells and the level ofhird-Party Participation. See "Description of the ProgranfProgram Wells." The rights
conveyed in the Prospect Assignment will be subject to the terms and conditions of the leases armlifarcovering
the Project Areas, including royalty and overriding royalty interests. The development rights will be limited to the
Mississippian sand and Big Injun/Berea sandstones an®th@nian Shale formation fahe vertical andhorizontal
Program Wés, see "Description of the Program Prospects.”

Prospect Selection

The Prospects will be selected by Drilco from a mix of its PUD locations within the Project Areas and located on
acreage currently classified unproved probable or possible reservesstiyddefinitions of these terms are provided in
the Glossary included @&xhibit Ato this memorandum, and pending revisions to the definitions and reporting rules for
reserve classification and disclosure are described under the caption "Descriptioa Bftigrant Prospect Reserve
Classification.' Drilco has broad discretion in the selection of Prospects and the timing of their development under the
Prospect Assignment and Drilling and Operating Agreement. Selection criteria include evaluation oéshgdatogical
and geophysical data from ongoing operations in the Project Areas; timely approval of drilling permits by state agencies,
location denials from conflicting coal mining activity, pipeline and other infrastructure considerations and logistical
considerations for meeting Drilco's drilling commitments and objectives for ongoing development of the Project Areas.
These criteria and variables could affect the allocation of Prospects among Project Areas and the timing of their
development. Based orhese variables. Drilco may also modify its current plans for the mix of horizontal and vertical
wells to be drilled for the Program. See "Conflicts of Interederospect Selection.

Formation Specific Assignments
Although vertical wells throughout the Hext Areas produce crude oil and natural gas or a combination of
crude oil and natural gas and crude oil from multiple pay zones, the development rights covered by the Prospect

Assignment will béimited to wellbore assignments and the Mississippian SaBeea Sands, Big Injun Sands, dred
Devonian Shale formatiarfor Prospects to be drilledertically andhorizontally. The formation specific nature of these
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assignments will result in Drilco's retention of drifjirights to any pay zond®low the Devonian Shale within
Prospects that are drilledertically and horizontally for the Program.

Location Fee

Drilco will be entitled to a nomecurring Location Fee under the Prospect Assignment for the Program's
interest in the Prospects at the tewof $80,000 per wellsite. Based on the anticipated mix of vertical and horizontal
Program Wells to be drilled on the Prospects, the Location Fee will amount to $80,000 per Prospect location or an
aggregate of $800,000 for the Partnership Positiohe Prospects if the Private Placement is fully subscribed. The
Location Fee charged by Drilco is typical and customary with those charged by other companies in the Appalachian
Basin for leasing rights.

True-Up Account

Instead of assessing the Partnership for any AFE shortfall or reimbursing the Partnership for any excess in its
AFE cosplus payments under the Drilling and Operating Agreement, Drilco will maintain theUfrdecount under
the Prospect Assignment for timg and settling these variations between anticipated and actual drilling and
completion costs. The Tredp Account will be credited for the Partnership's Proportionate Share of any AFEs for
Program Wells in excess of their actual drilling and completasts and debited for its Proportionate Share of any
drilling and completion costs for Program Wells in excess of their AFEs onm@usolasis. Any net deficit balance in the
TrueUp Account for all Program Wells will be borne by Drilco and applipdofgortionately increase the Drilco
Position in the last Program Wells, determined by completion dates. Any net surplus in tRggArcount for all
Program Wells will be applied to proportionately increase the Partnership Position in the last Progtmifitee net
surplus exceeds the AFE codiis rate for one or more horizontal wells, Drilco will assign one or more additional
Prospects to the Program and drill an additional Program Well for the Program on each Prospect by application of the
surplusfunds in the TrueJp Account. if Drilco adjusts the number of horizontal Program Wells anticipated as of the
date of this memorandum or if ThirBarty Rights are exercised for any Program Wells, the related variances from the
anticipated AFEs set forth this memorandum will also be normalized under the Fle Account.

SUMMARYOF THE DRILLING AND OPERATING AGREEMENT

Drilling Operations

Under the terms of the Drilling and Operating Agreement, Drilco will be responsible for geological and
geophysical evaluations, site preparation, drilling and completion operations and gathering line extensions from the
Program Wells to Drilco's existinglfl-wide infrastructure. All drilling and completion costs for each Program Well will
be prepaid by the Program to Drilco at the Closing when the underlying Prospect is assigned to tha Brafgpathe
Prospect AssignmenDrilco will relyin part on sgecialized subcontractors for drilling and completion work under the
Drilling and Operating Agreement. Drilco will retain control over all geological, drilling and completion decisions and
supervisory responsibility for all engineering and administrativegises performed by outside contractors under the
Drilling and Operating Agreement. Drilco will be solely responsible for payment of subcontractor fees and the cost of
drilling equipment and supplies.

Drilling and Completion Services

The Drilling and Opetimg Agreement will provide for Drilco to perform the following drillengd completion services,
either directly or through subcontractors engaged by Drilco:

1 Perform updated reviews and evaluations of the latest geological and geophysical data forshed®sdrom
available sources;

91 Obtain all regulatory permits, surveys and title opinions required for drilling the Program Wells:

91 Build necessary roads and prepare the site locations for the Program Wells;
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91 Furnish suitable drilling rig, drill pipe addll collars, and all equipment and tools necessary to drill the
Program Wells to their casing points, and move all equipment and materials in and out of the site locations;

91 Dig all pits necessary for drilling the Program Wells;
91 Furnish all water, fuel,rilling mud, chemicals. bits and air compressors necessary to drill the Program Wells:

Furnish all logs, cores and tests that a reasonably prudent operator would undertakdeguately
determine the feasibility and nature of completion work for the Pragravells;

For each Program Wells for which completion operations are deemed appropriate. (i) furnish, set and
cement production casing, (ii) furnish suitable completion rigs and all equipment and tools necessary to
complete the wells, (iii) furnish all tréiag chemicals, materials and equipment deemed appropriate to
stimulate the wells, (iv) furnish all labor and well equipment necessary to equip and produce the wells
through available gathering systems, in each case in a workmanlike manner and in aceondémc
standard industry practice;

For each Program Well with recoverable oil in commercial amounts, Drilco will install separators alongside
crude oil storage tanks and oilfield pumping units and all tubing and well pumps, and electrical automation
in addtion to natural gas metering and gathering lines when necessary to store and transport the liquids.

If necessary, install all drips and other dehydration devices to ensure that all gas entering the gathering or
transmission lines have moisture contewc@nsistent with industry standards and applicable gas marketing
contracts.

Timing of Drilling Operations

Drilco will undertake to spud the Program Wells based on the drilling schedules specified in the Drilling and
Operating Agreement and will use its best efforts to drill each Program Wells to the specified casing point or the end of
the lateral leg contempted by the AFE for eaakertical andhorizontal Program Well within three weeks after
spudding. Drilco will also undertake to spud all Program Wells no later than Mar&@038&, Accordingly, it is
anticipated that the Unitholders will be able to utilizdl their IDC deductions from the Partnership for th@17tax
year. However, implementation of the drilling schedule for the Program Wells is subject to a number of uncertainties,
including seasonal conditions, regulatory approvals and the continuedady of drilling services and equipment.

See "Risk Factors Operating Risks." Drilco will not be subject to any penalty urtderDrilling and Operating
Agreement if it is unable to meet the outside timing target for spudding Program Wells. IDC fBragmam Wells
spudded after Marct2018will be deductible in the2018tax year.

Timing of Completion Operations

Drilco expects completion operations for many of the Program Wells to be deferred until production lines, well
hook-ups, wellsite reclamatiorservice rig completions, running tubing, and putting pumping units in place for their
connection to its existing gathering systems. Drilco will undertake to install production lines and associated compression
equipment for the Program Wells axpeditiously as possible. Drilco will not be subject to any penalty under the Drilling
and Operating Agreement if it is unable to meet any timing targets for completing or connecting the Program Wells.

Weil Operations
Under the terms of the Drilling an@peratingAgreement, Drilco will be responsible for operating and
maintaining all Program Wells. Pursuant to COPAS accounting guidelines, Drilco will receive monthly operating fees of
$500 for each producingerticalProgram Well, or up to $1,000 for ahgrizontal Program WellThese fees will be
subject to future increases at Drilco's discretion based on prevailing operating costs.

Oil andGas Marketing
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Crude oil andhatural gas production from the Project Areas is currently sold through Drilco. In addition to oil and gas
marketing services, Drilco coordinates oil and gas transportation arrangements and revenue receipt and related
services for the Project Areas. A piort of the crude oil and natural gas production from the Project Areas is sold
through Drilco under fixegbrice contracts and the balance at prices determined monthly under formulas based on
prevailing market indices. Drilco will seek to place 50% of thial tyas volumes from the Project Areas under fixed
contracts for various periods up to three years. Although Drilco will generally seek a target range per Mcf for these
contracts, there is no guarantee In the event that crude oil and natural gas prioggmdow, this could negatively

affect Drilco's hedging strategies and the prices it receives for its crude oil and natural gas.

Plugging and Abandonment of Prograells

In accordance with industry practices, the Drilling and Operating Agreemenpnailide for Drilco, as
operator, to assume responsibility for plugging, abandoning and reclaiming all Program Wells at the end of their
economic lives. In consideration for these obligations, Drilco will be entitled to plugging and abandonment fees for
each Program Well the rate of $100 per month, payable proportionately by the working interest owners from
production proceeds and held in an intereséaring reserve account, until the monthly fees plus interest earned in the
account reaches a cap of $15,00he plugging and abandonment fee installments for each Program Well will begin
with the first distribution of production proceeds from that well. If a Program Well must be plugged and abandoned
before the plugging and abandonment cap is reached, the Rmogwill be obligated to fund the balance when all
plugging, abandonment and reclamation work for the well is completed.

Exculpation and Removal

Under the terms of the Drilling and Operating Agreement, Drilco will not be liable to the Partnership or the
Unitholders for any act or omission based upon errors in judgment, negligence or other fault in the performance of its
obligations as driller and operator, except to the extent the act or omission involves its gross negligence or willful
misconduct. The Drilg and Operating Agreement also establishes a presumption that Drilco acted in accordance with
that standard of conduct if the act or omission was based on advice of legal counsel or independent outside
consultants. Drilco magot be renoved as the drilleor operator.

FEDERAL INCOME TAX CONSIDERATIONS

LIMITATIONS ON AND IMPORTANT DISCLOSURES RELATED TO THIS SECTION

THIS SECTION WAS NOT INTENDED OR WRITTEN BY DRILCO TO BE USED, AND CANNOT BE USED BY ANY
INVESTOR, FOR THE PURPOSE OF AVOIDING PENALTNAY BEFAMPOSED ON THE INVESTOR. THE TAX CODES
DISCUSSED BELOW WERE NOT INTENDED OR WRITTEN TO BE USED, AND CANNOT BE USED BY ANY INVESTOR,
THE PURPOSE OF AVOIDING PENALTIES THAT MAY BE IMPOSED ON THE INVESTOR. THIS SECTION AND THE AD
DISCUSSED INME TAX CODES DISCUSSED WERE WRITTEN TO SUPPORT THE PROMOTION OR MARKETING OF THI
TRANSACTION(S) OR MATTER(S) ADDRESSED BY THIS MEMORANDUM AND THE TAX CODES, ALL INVESTORS SH
SEEK ADVICE BASED ON THE INVESTOR'S PARTICULAR CIRCUMSTANCES FROMMNINTIAK EPENEER.

General

The following discussion is general in nature and is intended to assist prospective investors in evaluating the
federal income tax consequences and risks of participating in the Partnership. The discussion is not intended to be
exhaustive. Because of the complex nature of tax rules for limited partnership engaged in oil and gas operations, it is
not practicable to present a detailed explanation of the federal, state and local income tax treatment of those
businesses and their partngrin addition to those complexities, the consequences of investing in the Partnership are
not free from doubt and may vary depending upon the individual circumstances of each investor. This analysis is not
intended to be a complete description of all fe@éincome tax consequences or a substitute for careful tax planning.

The federal income tax laws and their administrative and judicial interpretations are subject to change. There
can be no assurance that the present laws or interpretations affecting an investment in the Partnership and its
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proposed operations will not behanged by new legislation or interpretations that could adversely affect invesiors.
investorshould seek their own counsel accountant for theitown tax opinion.

A copy of the IRS Tax Codes is included in this memorandExhdst HNo assurance can be given that the
conclusions in théollowing IRS Tax Codeésscussiomwill be supported by subsequent judicial or administrative
decisions or that future legislation, administrative changes or court decisions, all of which may haaetregr
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personal tax counsel's conclusion.

Scope of IRS Tax Codes

No ruling has been requested from the IRS regarding the Partpershiiax Opinion is limited to certain
material federal income tax attributes and does not extend to a continuation of Program and Partnership operations
following any removal or resignation of Drilco as managing general partner. Moreover, a Tax Opioidrinigling on
the IRS tax codes. Under certain laws, certain material federal income tax attributes will more likely than not be
realized as described in a Tax Opinion. No opinion is expressed, however, on the specific income tax consequences to
any partcular investor, nor is any opinion expressed on state or local tax consequeraemuéstment in the
Partnership. Prospective investors are urged to consult their own tax advisors regarding their own tax situation,
including their anticipated tax prefence items in th&017 and futurdax yeas, as well as the state and local tax
consequences of owning Units. In addition, no opinion is expressed in the following tax codes on estate or gift taxes.
Prospective investors are urged to consult their owndexisors on the tax consequences to investors and their
transferees at death or by gift.

Summary ofRS Tax Codes

General.Anindependent Tax Opinion addresses (i) whether the material tax benefits of an investment in the
Partnership, in the aggregatare likely to be realized by a typical Unitholder and (ii) the likely outcome of certain
YEGSNALFE GFE A&d&adzS&8 FNRY |y Ay@SaidyYSyid Ay GKS t I+ NIySNAT
tax counsel's conclusions in their own independ&ak Opinion could change if the organization or operation of the
Partnership or the Program or other relevant facts differs from the facts upon which counsel or tax advisor relied or
which the advisor assumed in rendering its opinions. These opiniohsnhjlreflect the tax counsel's best judgment
and analysis of the current law as applied to gssumptions and anticipated facts upon which its opinions are
rendered.

Assumptions and Representatiohis.rendering itown tax opinion, tax counsel, alongtlvother assumptions,
assumes that (i) the parties to the Program Agreements will comply with their terms and conditions, (ii) the facts as set
forth in the memorandum and the representations made to Drilco as managing general partner of the Partnedship a
the Program and as a party to the Program Agreements are true and correct and (iii) the Partnership and the Program
will make certain federal income tax elections as contemplated in this memorandum. Tax Counsel will also rely upon
the accuracy of the flowing representations of Drilco and the representations provided for in the opinion:

The amounts to be paid by the Partnership or the Program for services rendered to or on behalf of the
Partnership or the Program (i) will be for actual services rendgigdvill be reasonable in relation to

those services, (iii) will be properly characterized, (iv) will be paid for the services to which the fees relate
and not for other services, and (v) will be paid for services to be performed in the year in wich th
payments will be made or, in the case of drilling and development services under the Drilling and
Operating Agreements, within 90 days after the close of such year for site preparation and spudding and
within a reasonable period thereafter for the balanof the drilling and completion services;

1 The drilling and completion cost per Program Well under the Drilling and Operating Agreement is
reasonable in amount and comparable to what would be paid to a driller unrelated to Drilco for similar
services;

1 TheProgram Agreement is being entered by the parties thereto for valid business reasons under terms that are
customary in the industry for transactions of the nature contemplated by this memorandum;
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1 The Partnership and the Program will make all federal iretem elections as contemplated in this
memorandum and will not elect under Code Section 761 to be excluded from the application of Subchapter K
of the Code;

1 The Program, through its interests under the Prospect Assignment, will own 100% of the workiegtist
in the Program Wells drilled on the Prospects covered by the Prospect Assignment, subject to
proportionate reduction for the working interests of any thiparty participants who elect to exercise
their ThirdParty Rights under leases and faouts for portions of the Project Areas;

Drilco will enter into the Partnership Agreement and will cause the Partnership to enter into the Program
Agreement and, in turn, the Program to enter into the Prospect Assignment and Drilling and Operating
Agreement withthe intention of making an economic profit for the Partnership and the Program, and will
operate the Partnership and the Program in a manner that is consistent with that intention,

No Unitholder will be admitted as a partner in the Partnership if the adioin of such Unitholder would
cause the Partnership to have a taxable year for federal income tax purposes other than the calendar
year; and

Each of the Program and the Partnership will derive 90% or more of its gross income in each year from
interest orincome and gains derived from the development, production of oil or crude oil and natural gas.

Opinions Rendere&ubject to the foregoing assumptions, conditions and limitations, Tax Counsel or tax
advisor is of the opinion that, if challenged by the Segvand fully litigated in court, the following results would more
likely than not be obtained with respect to the following federal income tax issues. For purposes of this discussion and
for purposes of on@ tax opinion, the use of the term "should" ign®nymous with the phrasanore likely than not.”

The Partnership anBrogram should be treated as nqublic partnership for federal tax purposes, not as
corporations, and not as associations taxable as corporations. Each Unitholder should be treated as a partner
of the Partnership and the Partnership and Drilco shoultréa&ted as partners of the Program.

1 The Program should be treated as owning 100% of the working interests in the Program Wells to be
drilled on Prospects to be assigned to it in the Prospect Assignmsuhbject to the exercise of Third
Party Rights andotadjustments of the Partnership Position of the HRE Position in certain Program Wells
in accordance with the provisions of the TFUW@ Account under the Prospect Assignment, and the GP
Unitholders should be treated as indirectly owning a working interest manner which does not limit
their liability within the meaning of Code Section 469(c)(3)(a), as a result of which the passive activity loss
limitation rules in Code Section 469 should not limit the deductibility of losses or the use of any credits
from the oil and gas activities of the Program far GP Unitholders who do not otherwise limit their liability
with respect to their working interests in the Program Wells.

9 Itis more likely than not that (i) deductions of IDC will be allowed in the year chwtiée economic
performance of drilling services provided to the Program takes place, and (ii) any prepayment of IDC will be
deductible in the year of payment, subject to the passive loss limitation rules, the tax basis limitation rules and
the atrisk los limitation rulesprovidedthat (a) the prepayment is nonrefundable, (b) the prepayment is
made for a business purpose and is not merely for tax avoidance, (c) the deduction of the prepayment
does not materially distort income, (d) each Program Well tdol such prepaid costs relate is "spudded"
within the first 90 days of the immediately succeeding taxable year and (e) each Partner's Proportionate
Share of the prepayments does not exceed the particular Partner's cash basis in the Partnership.

Even thoud) the Partnership will elect to expense ail of its allocaBl€, each Partner may elect to
capitalize all or a part of the ID@g@licableto such Partner and amortize it on a straight line basis over a
sixty-month period, beginning with the month in whitche expenditure is made.

The allocations of income, gain, loss, deduction or credit under the Partnership Agreement and under the
Program Agreement should either have substantial economic effect or be deemed to be in accordance with the
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Partners' respectie interests in the Partnership and Program, and therefore should be recognized for federal
income tax purposes.

1 Conversions of the GP Units into LP Units as provided in the Partnership Agreement should not result in
termination of the Partnership under @e Section 708.

1 Inthe aggregate, the federal income tax benefits described herein from an investment in the Partnership
should be realizetdy the Partners, except as may otherwise be qualified or conditioned herein.

No Opinion Expressedue to lack of authority, or the essentially factual nature of the question, we express
no opinion on the following:

1 The impact of an investmeim the Partnership on a Unitholder's alternative minimum tax, due to the factual
nature or the issue, as disesed below under the caption "Federal Income Tax Consequeilitemative
Minimum Tax;"

1 Whether, under Code Section 183, the losses of the Partnership will be treated as derived from 'activities
not engaged in for profit" and, therefore, could be treatad being nondeductible from other gross
income, due to the inherently factual nature of a Unitholder's interest and motive in purchasing Units;

1  Whether a Unitholder will be entitled to percentage depletion, insofar as the determination is dependent upon
the status of the Unitholder as an independent producer and on the Unitholder's interests in other oil and gas
producing activities;

1  Whether interest incurred by a Unitholder on any borrowings usednarfcethe purchase of Units will
be deductible or subjet to limitations on deductibility, due to the factual nature of the issue;

Whether the characterization and amounts of fees to be paid to Drilco and any other third parties under
the Programs Agreement will be deductible; due to the inherently factualireadf the issue and the

proper allocations among nondeductible and currently deductible items, and because the issues involve
guestions concerning both the nature of the services to be performed and the reasonableness of the
amounts charged; and

The charaterization and tax consequences of shifting working interests in the Program's oil and gas property
interests.

DisclaimersProspective Unitholders should be aware that the Service, as a matter of public policy, is
currently subjecting certain kinds of teoriented investments to particularly close scrutiny. Specifically, the IRS
may rely on certain Code provisions and appbieanon-statutory principles to challenge potentially abusive
partnership transactions. This includes Treasury Regulation 127&hown as the AntAbuse Rule, which clarifies
that the intent of Subchapter K of the Code, containingst of the tax laws geerning partnership, is to provide
flexible economic arrangements for taxpayers to conduct business without incurring an entity level tax. Tddgdi
Rule also provides that if the principal purpose of an entity is to reduce substantially the predeatof the partners'
aggregate federal tax liability in a manner that is inconsistent with the intent of Subchapter K, the IRS can recast the
transaction. While it is the intent of the Partnership to conduct its affairs without incurring an entity laxehta
manner consistent with the intent of Subchapter K, the broad authority of the-Abtise Rule could be used to
recharacterize Partnership activities in a manner that could change its partnership classification. There is limited case
law or other gudance on the application or use of the Aritbuse Rule. Accordingly, its application to the Partnership is
uncertain.

As a result, deductions claimed by the Partnership or the allocations of tax items to the Partners may be
challenged by the Service. TRartnership or its Unitholders could incur substantial legal and accounting expenses in
resisting any IRS challenge, regardless of the outcome. In addition, any IRS audit of one or more of the Partnership
could lead to an audit of the Unitholders' individlureturns, potentially resulting in adjustments to individual returns
that are unrelated to the Partnership. Because Unitholders must satisfy themselves about the merits of tax benefits
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from an investment in the Partnership the federal as well as statdlanal levels, prospective Unitholders are urged
to consult with and rely upon their own tax advisors on these matters.

Partnership Classification

For federal income tax purposes, a partnership is treated as a conduit through which taxable income and tax
deductions are passed to the partners, rather than as a separate taxable entity. As long as the Partnership are
classified as a partnership for this purpose, each Unitholder's Proportionate Share of the respective Partnership's
revenues, income, gain, dedtions, credits and losses will be passed through to the Unitholder. If the Partnership
were characterized as an association taxable as a corporation, the distributive share these tax items and benefits from
the Partnership would not pass through to the itholders.

In 1996, the IRS issued final Treasury Regulations (the "¢hedkox Treasury Regulations") that revised the
manner of classifying organizations for federal tax purposes. The d¢heeliox Treasury Regulations enable business
organizations tcelect whether to be taxed as either corporations or partnership, regardless of the application of the
traditional characteristics used for classification purposes. Business organizations that do not elect a particular
classification are classified underfult" rules. Under those rules, necorporate domestic organizations with more
than one member are treated as partnership. Accordingly, the Partnership should be classified as a partnership for
federal tax purposes under the chetke-box Treasury Reguians.

Partnership Taxation

General An entity that is classified as a partnership for federal income tax purposes is not subject to the
payment of any federal income tax. Instead, each partner reports his distributive share of items flowing from the
business and transactions of the partnkils. The manner in which partnership and their partners account for and
report the distributive share of tax items, partnership capital contributions and distributions, as well as the partners’
investment in the entity and other matters, are governed bymerous specialized Code provisions, Treasury
Regulations and interpretations. The following overview describes certain of these specialized features and provisions.

Allocations of Partnership Profit. Gain and Loss to Partfensfederal income tax purpes, each Partner's
annual allocable share of Partnership items of income, gain, loss, deduction, credit and tax preference will be
determined in accordance with the Partnership Agreement. Under the terms of the Partnership Agreement, all
Partnership costand revenues of the Partnership will be allocated 1% to Drilco, as managing general partner, and 99%
to the Unitholders, with the Unitholders' total Proportionate Share allocated among them in proportion to the number
of Units they own. In general, the aflations provided in a partnership agreement will be respected for federal income
tax purposes so long as they hagabstantial economic effect." An allocation will be considered to have substantial
economic effect if the allocation actually affects thelldr amount of the partners' share of the total partnership income
or loss, independent of tax consequences. If an allocation provision of a partnership agreisrffamd to lack
"substantial economic effect," partnership items covered by that allocgtimvision will be allocated in accordance
with a partner's interest in the partnership, as determined by taking into account all of the facts and circumstances.

The Treasury Regulations under Code Section 704(b) provide certain "safe harbor" saisfiéd, these
tests assure that allocations of income, gain, loss, deduction or credit set forth in a partnership agreement will have
economic effect. These Treasury Regulations provide that partnership allocations will generally be viewed as having
"substantial economic effect” if (i) partner capital accounts are determined and maintained in accordance with the
Treasury Regulations, (ii) liquidating distributions are required in all cases to be made in accordance with the positive
capital account balares of the partners after taking into capital account adifuents due to the liquidation ah (jii)
partners with negative capital accounts are obligated to restore the negative balances with restored amounts paid
upon liquidation to creditors or partnensith positive capital account balances. The Treasury Regulations also provide
for an alternate test for substantial economic effect when the partnership agreement contains a "qualified income
offset" provision by which taxable income and gains are allat&tepartners having negative capital account
balances under certain circumstances. Although the Partnership Agreement does not contain a deficit restoration
provision, it does contain a "qualified income offset" provision. If these tests are not satigfeedllocation
provisions of the partnership agreement may nonetheless be respected if they are in accordance with the partners'
interest in the partnership, as reflected in their respective capital accounts.
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Limitation of Deductions to Partner's Adjust€ax BasisA Unitholder's basis in their Units for federal income tax
purposes is initially the amount of their cash contribution to the Partnership. This tax basis will be increased by the
amount of their distributive share of Partnership items of in@oand gain, any nerecourse borrowings of the
Partnership and the excess of deductions for depletion over the basis of the property subject to depletion. The tax basis
of the Units will be reduced, but not below zero, by the amount of the Partners'llisitre share of Partnership losses,
the Partners' deductions for depletion with respect to the Program Wells, cash distributions received by the Partners and
any nondeductible expenditures of the Partnership that are not properly chargeable to the Pacagital accounts.

Code Section 704(d) provides that the partners' distributive share of partnership loss is allowed as a
deduction only to the extent of the positive adjusted basis of their partnership interests at the end of the partnership
year in whit the loss is incurred. Losses disallowed to the Partner under Code Section 704(d) may be carried forward
indefinitely until the Partners have sufficient basis to permit the deduction. However, Unitholders may not deduct
their share of the Partnership loss to the extent the losses exceed the amount for which they are "at risk," as
discussed in the following section. In addition, Code Section 469 prohibits certain individual and other taxpayers from
deducting losses from a passive activity against sathwvigends, interest and royalties, as discussed under the
caption "Passive Activity Loss Limitation."

Limitation of Deductions to Amount at Ri€lode Section 465 limits the deductibility of certain taxpayers'
losses to the amount the taxpayer has "at tigkany activity which is engaged in for the production of income. The
taxpayers subject to the "at risk" rules include individuals, S corporations, personal holding companies, and closely
held corporations. As a result, the Unitholders may deduct theip@rtionate Share of the Partnership losses only to
the extent of the lesser of their amount "at risk" in the Partnership or their adjusted basis in their Units. Since the LP
Unitholders will not have persondhbility for the Partnership borrowings;ahy, the amount that the LP Unitholders
have "at risk" should generally equal theasisin their Units, excluding their distributive share of any of the respective
Partnership's nonrecourse borrowings of the Partnershipe same general rule should apply to GP Unitholders. Since
the capital contributions of the Unitholders will be used entirely to fund their Proportionate Share of the ARHusOSt
obligations for the Program Wells and the Location and Management Be#wefProspects, the Unitholders should
have sufficient basis and amount "at risk" to deduct their Proportionate Shares of the losses attributable to the
payment of these costs.

Distributions of Cash from a Partnershifash distributions received by tiRartners from the Partnership
otherwise than in liquidation of their Partnership interests will generally not cause the recognition of gain (or loss) for
federal income tax purposes. This is because recognition of gain (or loss) to a partner in a parieershdependent
upon whether a distribution is made to the partnétowever, cash distributions in excess of a Partner's adjusted basis will
result in recognition of gain to the extent of that excess. Any such gain will ordinarily be treated asabgzapiand will be
long-term or shortterm, depending upon the holding period.

Election to Adjust Basis of Partnership Propdbiye to tax accounting complexities and the resulting
substantial expense, Drilco does not presently intend to exercise angiadpadections under Code Sections 734, 743 or
754 to adjust the basis of a Partnership property in the case of a transfer of a Unit, although it has the right to do so
under the Partnership Agreement. The absence of any such election may, in some cacoesstresult in a reduction
in the value of a Partner's interest to any potential transferee.

Limitation on Accounting Method and Tax Ydaode Section 448 provides that certain types of taxpayers will
be required to use or adopt the accrual method of accounting. Included among the types of taxpayers subject to this
limitation are partnerships that have one or more C corporations as a pagné tax shelters, which are generally
defined to include any partnership or other entity if more than 35% of the losses of its losses during the tax year are
allocable to limited partners. It is anticipated that the Partnership will be subject to thestations on accounting
method and, therefore, will be required to use or adopt the accrual method of accounting. In addition, under Code
Section 706, the Partnership will be required to conform its tax year to the tax years of its owners, unless the
Parmnership can establish a business purpose for having a different year. The Partnership will adopt a calendar year as
their tax year.

Application of Section 706(d) of the Co@®de Section 706(d) provides that each partner's distributive share
of any item d income, gain loss, deduction or credit of a partnership for a taxable year will be determined by taking
into account the varying interests of the partners in the partnership during such taxable year. This varying interest rule
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effectively prohibits parterships from retroactively allocating a full share of partnership items for a taxable year to
persons who were partners in the partnership for only a portion of the taxable year. In addition, Section 706(d)(3)
provides special rules for allocations of iterattributable to a 'lower tier partnership” such as the Program when there
is any change in any partner's interest in an "upper tier partnership" such as the Partnership. Section 706(d)(3) is
designed to eliminate the use of tier partnerships to avoidtriesions on retroactive allocations. Depending upon the
facts and circumstances, Section 706(d) could operate to limit the allocation of certain items to Partners in the
Partnership who enter the Partnership after the initial Partners are admitted.

Termiration of the PartnershipThe actual or constructive termination of the Partnership may have important
tax consequences to the Unitholders. If the Partnership cease to conduct of its business or sells its assets and makes
liquidating distributions to the bitholders, an actual termination of the Partnership will occur for both federal income
tax and state law purposes. In addition, if 50% or more of the total interests in the capital and profits of a Partnership
are sold or exchanged within a period of twelconsecutive months, the Partnership will be considered to have
constructively terminated for federal income tax purposes but not necessarily for state law purposes. If the
Partnership continues in business without actual dissolution and terminatiomvapartnership between the
remaining partners will be deemed to have been created for federal income tax purposes. A constructive termination
of a respective Partnership could have potentially adverse federal income tax consequences, including a ctienge in
adjusted tax basis of Partnership property and the bunching of taxable income within one taxable period.

Passive Activity Loss Limitation

General.Code Section 469 provides that losses from passive trade or business activities generally may not be
deducted against other nopassive income, such as active business income, salaries, interest, dividends and royalties.
A taxpayer's passive losses mayyobe offset against other passive income, except in a taxable year of complete
disposition of the passive activity. These passive loss limitations apply to individuals, estates, trusts;halms€ly
corporations and personal service corporations. A passctivity generally includes a trade or business activity in
which the taxpayer does not materially participate and rental activities involving real or personal property, whether or
not the taxpayer materially participates in the activity. Under C&detion 469(h)(2), as general rule "no interest in a
limited partnership as a limited partner shall be treated as an interest with respect to which a taxpayer materially
participates."

Exception from Passive Activity Loss Limitation for GP Unithollersxception to the passive loss limitations
is provided for oil and gas working interests owned directly by the taxpayer or through an entity that does not limit the
liability of the taxpayer. The Partnership has been structured so that the GP Uniify doiathis "working interest"
exception from classification as a passive activity. A "working interest" is defined as a working or operating mineral
interest in any tract or parcel of land either as fee owner or under a lease or other contract graotikiggvor
operating rights. An overriding royalty, production payment, net profits interest or otherapmrating interest does
not qualify for the working interest exception to the passive loss rules and is generally considered portfolio income.

In the guinion of tax ounselor advisor the GP Units in the Partnership, prior to their conversion to LP Units
upon completion ofirilling operations, will be excluded from classification as a passive activity because the GP
Unitholders will be general partneend their liability will not limited as a matter of state law. The application of the
exception, in Tax Counsel's opinion, will not be affected by Drilco's liability insurance, which will include the Program
and each of the Partnership as additional ingigeor by the conversion into LP Units upon completion of drilling
operations. Under the provisions of Code Section 469 and the applicable Treasury Regulations, however, a GP
Unitholder who has deducted nepassive losses in a taxable year prior to thevaysion of GP Units into LP Units will
be required to treat any postonversion net income as negrassive income, which will not be permitted to offset
passive losses fromther activities.

Passive Loss Limitations for LP Unithold&®nsinvestment in LPnits will be considered a passive activity.
Accordingly, all of the LP Unitholders' deductions from the Partnership for IDC 201f7¢ax year and for depletion
and other allocable losses in subsequent years will be subject to the passive loss limitations. Passive losses and tax
credits that are disallowed under the passive loss limitations are suspended in any taxable year and anegde c
forward indefinitely and can be used to offset passive income realized by the taxpayer in subsequent years. A taxable
disposition by a taxpayer of his entire interest in a passive activity will trigger the recognition of any suspended losses
from that activity, and any such loss in excekghe passive income in the year of disposition may be used to offset any
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non-passive income of the taxpayer in that year. The effect of the passive loss limitations will depend upon the
individual circumstances @fach taxpayer. Prospective investors are urged to carefully consider their overall tax
situation and the passive loss limitations before deciding to invest in the Partnership and before deciding to borrow
money to make an investment in the Partnership.

Offering and Organizational Costs; Location and Management Fees

Sales commissions, marketing, wholesaling and due diligence expenses, which typically represent a major
portion of offering and organization costs, are not curremtbductible. The organizatio expense portion of offering
and organization costs, upon proper election, may be deducted up to $5,00tharxhlance may be amortized over
180 months. The Locations aMhnagement Fees payable by the Program to Drilco will be treated in that fashibn an
therefore will not be currently deductible. See "Terms of the Offering" and "Plan of Distribution." In addition, the costs
associated with the Locations and Management Reidide functionally allocated to Drilco under the provisions of the
Program Ageements in the same manner as Tangible Costs and, as a result, will not be available to the Unitholders for
deduction or amortization. As a result, however, all of the Unitholders' capital contributions will be used for
participation in the Program Wellsd will be available for deduction as IDC.

Intangible Drilling and Development Costs

The Partnership Agreement provides that an election will be made to treat as an expense all "intangible drilling
and development costs.” Unitholders may nevertheless dlectpitalize and amortize the IDC allocable to them over
60 months rather than expensing the costs in the year of payment. If the election is made, a Unitholder's share of the
Program's IDC will not be treated as an item of tax preference for alternativienum tax purposes. See "Alternative
Minimum Tax" below.

IDC includes costs for drilling, labor, fuel, supplies, hauling and other costs for items without salvage value that
are incurred in preparing wells for production. Expenditures for the produabiogas and oil, such as costs and
expenses for facilities and structures for storing and treating gas and oil, pumping equipment and flow lines may not
be deductedas expenses but must be capitalized and depreciated. The Drilling and Operating Agreeawaes for
the allocation of the Program's AFE cgdts obligations for the Program Wells approximately 85% to IDC and 15% to
Tangible Costs. These allocations are based upon AFE estimates prepared by Drilco, which in turn reflect its historical
costs fa similar wells drilledn the Project Areas for Prior Programs. Despite this experience, if the Service were to
audit the tax returns of any of the Partnership, the classifications of expenditures for Intangible Drilling Costs could be
expected to be scrutinized and potentialihallenged. In that event, the IRS could seek to adjust the allocation of the
drillingand completion costs between ID¥Dd Tangible Costs.

Functional Allocationof IDC

Under the terms of the Program Agreements, the Partnershiipbe allocated 100% dahe IDCincurred under
the Drilling and Operating Agreement, up to the total amount of its investment in the Program, and Drilco is estimated
to be allocated the balance of the IDC and 100% of the Tangible Costs and the costs associated with the Inacation a
Management Fees (actual results may vary). If the IDC allocated to the Partnership for any Program Well fails to reach
its Proportionate Share of the drilling and completion costs for the well, then Tangible Costs will be reallocated to
reach that thresiold. The Code permits the functional allocation of items of income, gain, loss, deduction or credit
among partners for federal income tax purposes in proportions that differ from the economic allocation and
distribution of net cash. The allocations of ame, gain, loss, deduction or credit under the Partnership Agreement
and under the Program Agreement, including the functional allocation of IDC and Tangible Costs and the Location and
Management Fee costs between the Partnership and Drilco under the &roggreement should be respected for
federal income tax purposes. However, if the Service were to successfully challenge this allocation, the Program could
be required to reallocate these costs. As a resthlg functionalallocation of IDC to the Unithoéds could be increased
or decreased, and portions of the Tangible Costs or Location and Management Fee costs allocated to Drilco could be
reallocated to the Unitholders, depending upon the circumstances.

Prepaid Drilling Costs
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The Drilling and Operating Aggment provides thathe Program's AFE coptus 15% obligation fodrilling
and completing each Program Well will be prepaid to Drilco, as general contractor under the Drilling and Operating
Agreement, at theClosing in which the underlying Prospect s$signed to the Program under the Prospect Assignment.
The Partnership' right to deduct IDC prepaidBil7will depend on requirements that an accrulahsis taxpayer must
meet, under certain circumstancem order to deduct these costs in the year of pamh In general, a "tax shelter"
using the accrual method of accounting may deduct prepaid IDC only as "economic performance" occurs. For purposes
of oil and gas drilling, economic performance is deemed to occur in a particular taxable year if driNicgséor a
well are commenced on or prior to the 9@ay of the succeeding taxable year. If no drilling services are provided for a
particular Program Well in the year of payment or within 90 days thereafter, none of the prepaid Intangible Drilling
Costsfor that well would be deductible in the year of prepayment.

Under the Drilling and Operating Agreement, Drilco wiltlertake to use its best efforts to spud all the
Program Wells no later than March 32018 To the extent that this outside spudding @as not met for a particular
Program Well, the deduction of prepaid Intangible Drilling Costs for that well wilbaeatvailable until the year when
drilling services for the well are actually commenced. However, the passive loss limitations undereCtide $69
would apply to such Intangible Drilling Costs allocable to Limited Partners and may defer the deductibility of such costs
to years later than the year the drilling services are performed.

Taxpayers such as the Partnership using the accrual method of accounting may deduct prepaid Intangible
Drilling Costs in the year of payment only if the prepayment is not a "deposit" or other refundable amount; a
business purpose exists for the prepaymeamid the prepayment does not result in a material distortion of income for
the person deducting the prepayment. Under the Drilling and Operating Agreement, none of the prepayments will be
refunded to the Partnership and therefore shoutdt be treated as dgosits. In addition, Drilco has represented that
a bona fide business purpose exists for the prepayments and that none of the prepayments will result in a material
distortion of income. Accordingly, Tax Counsel believes it is more likely than not thRattrership’ prepayments of
the Intangible Drilling Costs portion of the AFE quat obligations for drilling and completing the Program Wells will
be treated as a prepayment, and not a deposit or other refundable amount since and therefore shoulductided
during the2017tax year asong as drilling services are commenced by the outside spudding date of Mar2@1®L,
Notwithstanding the Tax Opinion on this issue, the prepaid IDC and the corresponding deductions for the Program
Wells could be chadhged by the IRS. If the deductions were successfully challenged, the Intangible Drilling Costs for
Program Wells spudded after the end of t@1l7tax year would not be deductible until the year in which the drilling
services for those wells were actugligrformed.

Payment of Excessive Drilling Costs

The Partnership' determination of amounts qualifying as IDC will not be binding on the IRS. However, to the
extent the terms of the Drilling and Operating Agreement meets the reasonable price requiremewtsednipy the
decision inBernuth v Commissiones,7 T.C. 225 (1972) and by Rev. Ruk¥B, 19731 C.B. 303, and that amounts
treated as IDC do not include costs allocable to Tangible Costs or lease acquisition costs, the IDC to be specified in the
Drilling and Operating Agreement #ie rate of 85% of the Program's total AFE quiss 15% obligationfor each
Program Well should qualify as Intangible Drilling Costs and should be deductible in the year of payment, subject to the
foregoing rules on prepaymés of drilling costs. However, if the portion of those costs allocated to IDC were found to
represent lease acquisition costs or Tangible Costs or to exceed the amount that would be charged by an independent
drilling contractor under similar terms, the eegs or amount improperly classified would not qualify as IDC and would
be required to be capitalized. Any costs determined to be improperly classified or to exceed reasonable drilling costs,
particularly when paid to the party from whom the drilling rightere acquired, such as Drilco, may be reclassified as
lease acquisition costs or Tangible Costs recoverable through depletion, cost recovery or depreciation deductions, or as
a loss upon establishing that the property is worthless, or upon abandonmehéegdroperty.

Depletion

The Unitholders will be entitled to percentage depletion deductions for their Proportionate Shares of the
Program's oil and gas revenues, subject to the limitations of the independent producer exemption. Under those
limitations, percentage depletion at ate of 15% of revenues, net of royalty interests, will generally be available for a
participant's depletable oil quantity of 1,000 barrels of domestic oil per day or, to the extent the participant elects, an
equivalent quantity of domestic crude oil andtneal gas by using a conversion factor of 6,000 cubic feet of crude oll
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and natural gas per barrel, provided neither the participant nor any related party is engaged in refining (average daily
refinery runs 75,000 barrels during the taxable year) or retaitketing of oil or gas products (exceeding $5,000,000

per year in the aggregate). The Unitholders will apply their Proportionate Share of Program production against their
depletable oil quantity. The depletable oil quantity is subject to allocation anfemgy members and among

commonly controlled corporations. No allocation is required among partners or between a partner and a partnership.
An individual taxpayer is related to an entity engaged in refined or retail marketing if the taxpayer owns 5% @f mo
the entity. In addition, the percentage depletion deduction for all oil and gas properties may not exceed 65% of the
taxpayer's overall taxable income.

Recapture of Drilling Costs and Depletion Deductions

IDC and depletion deductions (to the extehetdeductions reduce the depletable basis of a properties) are
subject to recapture as ordinary income on dispositions of an interest in oil or gas properties or of an interest in a
partnership that owns an interest in oil and gas properties, other thapakiitions by abandonment, gift, inheritance
or taxfree exchange. The amount subject to recapture is the lesser of the gain realized on the disposition of the
property or the previously deducted IDC and deductions for depletion that reduced the adjwestexdds the property.
When a portion (other than an undivided interest) of an oil and gas interest is disposed of, all IDC and depletion
deductions subject to recapture will be treated as allocable to the Unitholder's interest to the extent of the anfount o
the gain. Where an undivided oil and gas interest is disposed of, a proportionate part of the costs and deductions
subject to recapture will be treated as allocable to that interest to the extent of the gain. Note that President Obama
Fiscal Yea?017Budget and Congressman David Camp's recent tax reform proposal both propose the repeal of the
percentage depletion allowance for taxable years beginning after Decembe&03T,

Profit Objective and Section 183

Code Section 183 provides that deductions asles attributable to activities not engaged in for profit may be
disallowed in whole or in part. Whether an activity is engaged in for profit is based on all of the facts and
circumstances, with no one factor being determinative. If gross income from titgexceeds deductions for three
or more years of a five consecutive year period, then the activity is presumed to be engaged in for profit. There can be
no assurance that the Partnership will generate taxable income in three years of a five year aedibé entitled to
benefit from the presumption. If the IRS were to assert that the activities of the Partnership were not engaged in for
profit and if the assertion were upheld, then Partnership losses and deductions allocated to the Partners wouéd not b
allowed in the year incurred or as an offset against Partnership income from other years.

Alternative Minimum Tax

Taxpayers may be subject to an alternative minimum tax. The alternative minimum tax applies in addition to
the regular income tax to thextent that the tentative alternative minimum tax exceeds the regular tax. The
alternative minimum tax is generally computed on the excess of the alternative minimum taxable income ("AMTI")
over a specified exemption amount, subject to a phase of the exemption at higher levels of income. Over the last
several years, various changes to the tax laws increased the exemption amounts. Even though the functional allocation
provisions of the Program Agreement provides for the Unitholders to share 100% ofdlgeai’'s deduction for
Intangible Drilling Costs in ti@017tax year, up to the total amount of their investment, a Unitholder's AMTI in the
year investment cannot be reduced by more than 40% by the Unitholder's DC deduction, determined by disregarding
this limitation on the IDC preference and disregarding any AMTI net operating deductions, without creating a tax
preference under current law. Depending on a Unitholder's particular tax situation, including all other items of tax
preference for the2017tax year, this could limit the amount of the IDC deduction from the Partnership in the year of
the investment.

THE CODE PROVISIONS AND TREASURY REGULATIONS AND THEIR APPLICATION REGARDING ALTERNATIVE
MINIMUM TAX ARE COMPLEX. PROSPECTIVE INVESTORS ARE STRONGLY URGED TO CONSULT WITH THEIR TAX AD\
TO DETERMINE THEIR AMTI LEVELS, THE POTENTIAL APPLICATIONEBNARE A MINIMUM TAX TO THEM AND
THE EFFECT IT MAY HAVE ON THEIR INVESTMENT DECISION.

Penalties
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Under Code Section 6662, taxpayers will be assessed a penalty equal to 20% of any underpayment of tax
attributable to negligence, disregard of a rule or regfitn or a substantial understatement of tax. "Negligence"
includes any failure to make a reasonable attempt to comply with the tax laws. The Treasury Regulations further
provide that a position with respect to an item is attributable to negligence gdk$ a reasonable basis. Negligence is
strongly indicated if, for example, a partner fails to comply with Code Section 6222, which requires that a partner treat
partnership items on the partner's return in a manner that is consistent with the treatmethage items on the
partnershipreturn. The term "disregard” includes any careless, reckless or intentional disregard of rules or
regulations. A taxpayer who takes a position contrary to a revenue ruling or a notice will be subject to a penalty for
intentional disregard if the contrary positiaioes not have a realistic possibility of being sustained on its merits. An
"understatement" is defined as the excess of the amount of tax required to be shown on the return of the taxable year over
the amount of thetax imposed that is actually shown on the return, reduced by any rebate. An understatement is
"substantial" if it exceeds the greater of ten percent (10%) of the tax required to be shown on the return for the taxable
year or $5,000 ($10,000 in the caseceftain corporations).

Generally, the amount of an understatement is reduced under Code Section 6662 by the gheieof
attributable to (i) the tax treatment of any item by the taxpayéthere is or was substantial authority for such
treatment or (ii) any item if the relevant facts affecting the item's tax treatment are adequately disclosed in the
return or in a statement attached to the return, and there is a reasonable basis faatheatment of such item
by the taxpayer. Disclosure will generally be adequate if made on a properly completed Form 8275 (Disclosure
Statement) or Form 8275R (Regulation Disclosure Statement). However, in the case of "tax shelters," there will be a
reduction of the understatement only to the extent it is attributable to the treatment of an item by the taxpayer
with respect to which there is or was substantial authority for such treatment and only if the taxpayer reasonably
believed that the treatment ofuch item by the taxpayer was more likely than not the proper treatment. Moreover,

a corporation must generally satisfy a higher standard to avoid a substantial understatement penalty in the case of
a tax shelter.

The term "tax shelter" is defined for puspes of Code Section 6662 as a partnership or other entity, any
investment plan or arrangement, or any other plan or arrangement, the principal purpose of which is the avoidance or
evasion of federal income tax. This definition differs from the definitibttax shelter" in Code Sections 461 and 6111,
as discussed above. A tax shelter item includes an item of income, gain, loss, deduction, or credit that is directly or
indirectly attributable to a partnership that is formed for the principal purpose ofding or evading federal income
tax. The existence of substantial authority is determined as of the time the taxpayer's return is filed or on the last day of
the taxable year to which the return relates and not when the investment is made. Substantialiugxists if the
weight of authorities supporting a position is substantial compared with the weight of authorities supporting contrary
treatment. Relevant authorities included statutes, Treasury Regulations, court cases, revenue rulings and procedures,
and legislative records reflecting Congressional intent. However, among other things, conclusions reached in legal
opinions are not considered authority. The Service may waive all or a portion of the penalty imposed under Code
Section6662 upon a showingy the taxpayer that there was reasonable cause for the understatement and that the
taxpayer acted in good faith.

THIS SUBSECTION IS NOT INTENDED OR INCLUDED IN THIS MEMORANDUM BY DRILCO TO BE USED, /
CANNOT BE USED, BY ANY INVESTOR FOR THE PURPOSHNIF AENALTIES THAT MAY BE IMPOSED ON
THE INVESTOR. THIS OVERVIEW OF TAX CODES WAS NOT INTENDED OR WRITTEN TO BE USED, AND CANN(
USED BY ANY INVESTOR, FOR THE PURPOSE OF AVOIDING PENALTIES THAT MAY BE IMPOSED ON THE INVI
THIS SUBSECTION AND MHORMATION DISCUSSED IN THE TAX CODES WERE WRITTEN TO SUPPORT THE
PROMOTION OR MARKETING OF THE TRANSACTION(S) OR MATTER(S) ADDRESSED BY THIS MEMORANDUM
THE TAX OPINION. ALL INVESTORS SHOULD SEEK ADVICE BASED ON THE INVESTOR'S PARTICULAR
CIRCUMSTANCEROM AN INDEPENDENT TAX ADVISOR.

SeltEmployment Tax

The seHemployment tax rate foR017is 12.4% up to the annual Social Security wage base of $117,000. In
addition, the Medicare tax rate of 2.9% applies to ®eifployment income. Under the Code, general partners in a
partnership are deemed to be engaged in the trade or business of thegratiip and are subject to setimployment
tax on their distributive share of the partnership's income, whether or not that income is distributed. Tax court
decisions have specifically applied this provision of the Code to a working interest in an cksgratmership. Limited
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partners have not been considered to participate in the active trade or business of a partnership and, therefore, have
not been subject to sedmployment tax. The possibility exists that the GP Unitholders will be subject {o self
employment tax on their income from the Partnership even if they do not receive distributions sufficient to cover the
amount of sefemployment tax for the taxable year.

Net Investment Income Tax

Code Section 1411 imposes a tax on the net investment inadraeery individual, other than nonresident
aliens. The tax is 3.8% of the lesser of (i) the individual's net investment income for the year or (ii) the excess of the
individual's modified gross income for the year over a threshold amount ($250,000 aaseeof a married taxpayer
filing a joint return).

Net investment income does not include any item taken into account in determiningeegifoyment
income for the tax year on which the sa&lfmployment tax is imposed. Therefore, the net investment incomre t
would not apply to general partners in the Partnership. However, net investment income tax applies to business
income that is from a passive activity with respect to the taxpayer. Therefore, the net investment income tax
could apply to limited partner@n the Partnership.

Additional Medicare Tax

Code Sections 1401(b)(2) and 3101(b)(2) collectively impose a tax on an individual's wages, compensation and
selfemployment income if the total of such amounts exceeds the threshold amoutiiéandividual's fing status.
The tax is 0.9% of the excess over the threshold amount. The threahmdnt for a married individual filing a joint
return is $250,000. Under the Code, general partnersparnership are deemed to be engaged in the trade or
business oflte partnership and, subject to the threshold amounts described above, are subject to the additional
Medicare tax on their distributive share of the partnership's income, whether or not that income is distributed.
Limited partners have not been considerean participate in the active trade or business of a partnership and,
therefore, have not been subject to the additional Medicare tax. The possibility exists that the GP Unitholders
will be subject to selemployment tax on their income from the Partnershépen if they do not receive
distributions sufficient to cover the amount of additional Medicare tax for the taxable year.

State and Local Taxes

Prospective Unitholders should also consider the potential state and local income tax consequences
of an investment in the Partnership. Generally, a Unitholder's distributive share of income, gain, loss,
deduction and credit is required to be included ietdrmining his reportable income for state and local tax
purposes.INVESTORS ARE URGED TO CONSULT THEIR TAX ADVISORS WITH RESPECT TO POSSIBLE STAT
AND LOCAL INCOME TAX CONSEQUENCES OF AN INVESTMENT IN THE PARTNERSHIP.
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ADDITIONAL INFORMATION

The following exhibits are incorporated as part of this memorandum and should be carefully reviewed by investors:

Exhibit A Glossary Page 64
Exhibit B Form of Prograni\greement Rage 72
Exhibit C ~ Form of Partnership Agreement Page 90
ExhibitD  Prospect Assignment Page 115
ExhibitE ~ Form of Drilling and Operating Agreemeell Bore Assignment----------- Page 122
Exhibit F Geology Report Page 124
Exhibit G Prior Activities Rgort Rage 128
Exhibit H Subscription Agreement Page 131

Drilco Oil and Gas is headquartered in Grantsville, Wasjinia.

Additional and updated information about Drilco is available at
www.drilcooilgas.com.

This memorandum does not constitute an offer to sell or a solicitation of an offer to buy any of the Units offered
hereby in any jurisdiction to any person to whom itildawful to make an offer in that jurisdiction. No person has been
authorized to give any information or to make any representatjariber than as contained in this memorandum, in
connection with the offering of Units and, if given or made, the infornratio representation must not be relied upon.
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EXHIBIT A
GLOSSARY

DRILCQO0171H DRILLING PROGRAM

[Attached]
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EXHIBIT A
GLOSSARY

Capitalized terms and industry terms used in the PPM and the Program Agreements hagpdlcive meanings set
forth below or, for certain specialized terms, the meanings ascribed to them in the Program Agreements.

The term "accredited investor" means a person meeting the requirements for accredited investor status in Rule 501
of RegulatiorD under the Securities Act.

The term "additional Closing" means a partial closing of the Private Placement, up to the Maximum Offering, to
be held from time to time after the initial Closing and prior to the Termination Date in increments of at leastits0 U
or, for the final Closing. HE number of remaining Units to be issued on the Termination Date.

"AFE" stands forl" dzi K2 NA T | (G A 2 y afdananSteeldStivhated projdtked costs for drilling a well
to a specified casing point, completing the Wi one or more zones with specified treatment techniques, furnishing
all labor, wellequipment and gathering facilities necessary to produce the wells to sales.

a! y i A OdfdldypRdck ldyers that slope downward on both sides of a common crest.
d. I NNEf oaf crudé oil & UNGSISHs.

"Capital Account" means the capital account established for each Partner under the Program Agreements and
the Partnership Agreements, in each case maintained pursuant to the terms thereof in accordanc¢kendibplicable
provisions of Treasury Regulation section 1.-2@8)(2)(iv).

The term "casing point" means, for each Program Well, the time when the well has been drilled to the depth or the
formation designated under the Drilling and Operating Agreementsadetermination has been made that the well can be
further developed to completion.

"Closing" means the initial Closingemch additional Closing.

"Code' neans the Internal Revenue Code of 1986, as amended.

¢ KS {c@nipitiond refers to the processf finishing a well so that it is ready to produce oil or gas, and generally
consists of setting production casing, which may be perforated before or after the pipe is set, installing wellhead equipment
and performing one or more well treatment methods Bues nitrogen fracturing or other stimulation to improve the flow of
oil or gas through one or more zones.

"COPAS" means the Council of Petroleum Accountants Societies.

The term "development well" generally means an oil or gas well drilled within the afrkaown oil or gas
reservoirs to the depth of stratigraphic horizons known to be productive, and may also include a well drilled in an area
adjacent or contiguous to a proration unit having existing production and drilled to the same formations from which
production is or was obtained from that proration unit.

"Drilling and Operating Agreement" means the Drilling and Operating Agreement in substantially the form
annexed agxhibit Bo the PPM, to be entered at the initial Closing between Drilco, as dalte operator, and the
Program, and as supplemental at each Additional Closing, providing for Drilco's preparation, drilling, completion and
equipping of Program Wells on the AFE eplsts 15% basis established therein, and for well operating and gas
gathering services at the monthly rates specified therein.

"Dth' means dekatherms, which is an industry measure for the energy content of crude oil and natural gas, and
"Dth/d" means Dth per day.

'‘Escrow Account” means a segregated escrow account designa®tlC20171H COMPANY, L.LtCEscrow
Account" to be maintained by the Escrow Agent for the deposit of subscription checks pdistingsement at each Closing.
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"Escrow Agent' mearBremier Bank, Headquartered in Spencer,,\8&/Escrow Ageifdr Drilco 27 1H Drilling
Program

"EUR" means estimated ultimately recoverable volumes of crude oil and natural gas.

The term "farmout” means an arrangement with a third party covering the rights to drill and operate wells on
specified acreage.

"FERC" means the Fedl Energy Regulatory Commission.

"FINRA" means the Financial Industry Regulatory Authority.

The term "formation" means a stratum of rock that is recognizable from adjacent strata consisting mainly of a
certain type of sedimentary rock or combinationrotk types with a thickness that may range from less than two feet to
hundreds of feet.

"GP Unit" means a unit of general partner interest in the Partnerships.
"GP Unitholder" means the holder of one or more GP Units.
"Drilco" means Drilco Oil & Gas, Ina.West Virginia corporation.

"Drilco Partnership" means an affiliated special purpose general partnership that Drilco may form with its
founders and other longerm investors to fund part of its Program contributions in exchange for a proportionate
interest in the Drilco Position in the Pnagm Wells, exclusive of any management or operating rights or obligations of
Drilco under the Program Agreements.

"Drilco Position" means Drilt23% Proportionate Share of the Program Position in the Program Wells,
subject to adjustment in accordance Wwithe TrueUp Account maintained under the Prospect Assignment and upon
vesting of the Drilco Reversionary Interest under the Program Agreements.

"Drilco Reversionary Interest" means the reversionary working interest to be earned by Drilco in the Progitam W
after Payout, as determined under the Program Agreements.

The term "horizontal well" means a well drilled with directional drilling techniques to create one or more lateral
legs designed to optimize fracture intersection and EURs.

The term "verticalvell' means a well drilled straight down

The term "initial Closing" means the first closing of the Private Placement, to be held when subscriptions for at least
the Minimum Offering have been received and accepted.

"Intangible Drilling Costs" or "IDC" means expenditures incurred for items having no salvage value and for
labor, fuel, repairs, hauling and suppligsed in (i)preparingthe surface prior to drilling oil and gas wells, (ii)
drilling, treating and cleanig oil and gas wells and (iii) preparing oil and gas wells for production, all within the
meaning of Treasury Regulation section 1.642).

aLYFAEE RNAEEAY3IE NBFSNB 2 RNAEEAYy3 2LISNIGA2yEa 4AGK
drilliy 3 d ¢ bdzY SNRdza ¢Stfa NS OFfftSR I aFASEtRdPE ¢KAA A& GKS
The term "leasehold acquisition costs" mean the costs of acquiring a leasehold or the rights to drill on a leasehold
or farmout or to partidpate in those activities through ownership of a working interest.

"Location Fee" meanthe nonrecurring fee charged by Drilco to the Program for its interest in the Prospects
at the rate $80,000 per wellsite. for an aggregate of $800,000 if the Priatefent is fully subscribed, payable 75%
by the Partnerships and 25% by Drilco. Pursuant to COPAS accounting guidelines, the Location Fee charged by Drilco is
typical and customary with those charged by other compaimethe Appalachian Basin for leasirights.
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completed, electrical and nuclear detection equipment is lowered into the well. This test graphically displays
parameters such as zone depthgnesity, hydrocarbon content, quantitative and qualitative formation development.

"LP Unit" means a unit of limited partner interest in the Partnerships.
"LP Unitholder" means the holder of one or more LP Units.

"Majority in Interest" means the Unitholders, at the time of a Unitholder vote, holding at least an 80%
majority of the outstanding Units held by all the Unitholders.

"Management Fee" means, pursuant to COR&Sounting guidelines, the nerecurring management fee
charged by Drilco to the Program at the rate of $40,000 per well, for an aggregate of $800,000 if the Private Placement
is fully subscribed, payable 75% by the Partnerships and 25% by Drilco.

"Managig General Partner' means Drilco in its capacity as managing general partner of the Partnership.

"Maximum Offering means the receipt and acceptance by Drilco of subscripfmn300 Units, which
may be increased by Drilco in its sole discretion up to 2@¥an additional 60 Units, if the Private Placement is
oversubscribed prior to the Termination Date.

"Mcf means one thousand cubic feet, and 'Bcf* means one billion cubic feet.

"Mcfe" means Mcf of crude oil and natural gas equivalents.

oMinimum Offering means the receipt and acceptance by Drilco of subscriptions for 13 Units.

& a dzR f & Hhé dreftidr of a detailed record (wkib) of a wellbore by examining the cuttings of rock brought
to the surface by the circulating drilling medium to developap and analyze theones potentially bearing petroleum
and is done as drilling the well bore is progressing.

ONGL" means natural gas liquids.

"NRE stands for net revenue interest, an industry term that means the amount received by a working interest
owner from the sale of oil or gas from a well after the payment of royalties and overriding royalties but before the payment
of operating costs for the well

The term "operating cosf8means, in general, all expenditures made and costs incurrgdaducing and
marketing oil or gas from completed wells, including transportation and compression chialges fuel, repairs,
hauling, materials, supplies, utility charges, ad valorem, production and severance taxes, insurance and casualty loss
expensesand compensation for services rendered in production operations. A more technical and exhaustive definition
is set forth and used in the Drilling and Operating Agreements.

"P&A Account" means the plugging and abandonment account to be maintained underageam Agreements.

"Partner' means each of (i) Drilco and the Partnership or any successor or permitted assignee in the capacity as a
partner of the Program, or (ii) Drilco and the Unitholders or any successor or permitted assignee in the capadaityres a p
of the Partnership.

oPartnership” means, DRILCO171H COMPANY, L.L.C., a West Virginia limited partnership.

"Partnership Agreement" means the agreement of limited partnership of the Partnership, in the fdxhitfit Go
the PPM, among Drilcosananaging general partner, the GP Unitholders, as investor general partners, and the LP
Unitholders, as investor limited partners, to be entered at the initial Closing and supplemented at each additional Closing.
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"Partnership Positiohmeans each respeste Partnership's 75% Proportionate Share of the Program Position
in the Program Wells, subject to adjustment in accordance with the -Tipéccount maintained under the Prospect
Assignment and upon vesting of the Drilco Reversionary Interest under thegPno§greements.

"Paying Agent" means Drilco Oil & Gas, la&Vest Virginia corporation.

"Payout" means the point when ea¢mitholder has received cumulative distributions from the Partnerships
aggregating 110% of the Unit subscription price or $110p@90Jnit.

at I @ Trefeys$oéthe rock in which oil and gas are found in exploitable quantities.

Theterm dpermeability" means the ability of fluids or gas to mdheough a reservoir.

The term "possible reserves" means estimated quantities of oil and gas that analysis of geandical
engineering data suggests may be recoverable with at least 10% probability, based on definitional guidelines approved by the
Society of Petroleum Engineseand the World Petroleum Congress.

"Prior Programs" means joint ventures and drilling partnerships sponsored by Drilco or by DPI prior to the Program
for participation in Drilco's drilling initiatives.

"Private Placement” means the private placamhof Units by the Partnershim accordance with the PPM and
Program Agreements.

"Program" means DrilcB0171H Drilling Program, a West Virginia general partnership and Drilco.

"Program Agreement" means the agreement of the Program in the forBxbibit Bto the PPM, to be entered
between Drilco and the Partnership at the initial Closing.

"Program Agreements" means, collectively, the Program Agreement, the Partnership Agreement, the Prospect
Assignment, the Drilling and Operating Agreement, including albleuments to be entered at Additional Closings, and
any other agreements or instruments Drilco deems necessary or desirable to protect or further the best interests and
purposes of the Program and the Partnership, or to satisfy any requirements, conditiangdelines contained in any
order, ruling or regulation of the Securities and Exchange Commission, the Service or any other federal or state
governmental authority or agency ("collectively, "governmental agencies"), or to comply with any applicabtalfed
state law, rule or regulation or any judgment, decree, writ, injunction or order of any court, administrative agency,
arbitrator or governmental agency (collective, "applicable laws"), together with any and all other instruments required
or permitted to be executed thereunder for and on behalf of the Program or the Partnership.

"Program Manager" means Drilco in its capacity as managing general partner of the Program

"Program Position" means a 100% working interest in the Prospects to be assigbeittbyo the Program under
the Prospect Assignment

"Project Areas" means oil and gas interests that will be developed as a part of this drilling program in Ritchie
and Gilmer Counties and five additional counties that may be considered, for a tofat@inties which Drilco holds
interests in West Virginia. These interests in the Appalachian Basin are held under leases aodtfarm

"Program Well" means a development well drilled on a Prospect, in accordance with applicable well spacing
regulationsfor the Project Areas, ta casing point or formation specifiéalthe Drilling and Operating Agreements.

"Proportionate Share" means, at any particular time during the term of the Program or the Partnerships, (i)
the percentage interest of the Partners the Program under the Program Agreement, established at 25% for Drilco
and 75% for the Partnership, subject to adjustment in accordance with the-WpuAccount maintained under the
Prospect Assignment and upon vesting of the Drilco Reversionary intenestr the Program Agreement, and (ii) the
percentage interest of Partners under the Partnership Agreement, established at 1% for Drilco and, for each
Unitholder, 99% multiplied by the number of Units owned by that Unitholder, divided by the total numbénits
outstanding at the time of the determination.
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"Prospect” means an interest under an oil and gas lease oréanm a drilling unit within the Project Areas on
which a Program Well will be drilled on the terms of the Prospect Assignment and tirggRmd Operating Agreement.

"Prospect Assignment” means the Assignment of Drilling Rights in substantially the fExhiloit Dto the PPM,
providing for Drilco's assignment to the Program of its 100% working interest in the Program Wells to bewltiied
Prospects specified therein.

The term "probable reserves" means estimated quantities of oil and gas that analysis of geological and engineering

data suggests may be recoverable with at least 50% probability, based on definitional guidelines ejyrthve Society of
Petroleum Engineers and the World Petroleum Congress.
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The term "proved reserves" means estimated quantities of oil and gas that geological and engineering data
demonstrate with reasonable certainty, in accordance witlgulations of the SEC, can be recovered in future periods
from known reservoirs under existing economic and operating conditions.

The term "psi" means pounds per square inch.

"PUD" stands for proved undeveloped, which is a portion of proved reservesghdie expected to be recovered
from new wells on undrilled proved acreage or from existing wells where a relatively minor expenditure is required for
completion.

The term "reservoir" means an underground formation containing a natural accumulationoofgzk that is
confined by impermeable rock or water barriers or is separate from other reservoirs and is sufficiently porous and permeable
for production of the accumulated oil or gas.

The term "royaltyor "royalty interest" means a royalty interest owverriding royalty interest retained by the
lessor or farmout under a mineral lease or farout, entitling the lessoor farm-out to a specified percentage of sale
proceeds from the oil and gas produced by wells on the leasehold or-éartnacreage, wittho responsibility for any
part of the drilling, completion or operating costs for the wells,

& { S O dzNA mgarss he Seuiiities Act of 1933, as amended.

"Selling Agent" means a brokdealer that is a member of the FINRA and has entered into a sefjeng a
agreement with Drilco for the offering and sale of the Units on a "best efforts' basis.

"Service" or "IRS" means the Internal Revenue Service.

"Start-Up Costs" means sales commissions, marketing, wholesaling and due diligence fees, otherexfferisgs,
legal and accounting fees and other costs for the organization of the Partnership and the Program, all of which will be borne
by the Partnership up to 12%.

"SubscriptionAgreement" means the subscription agreement in the fornEahibit Ito the PPM.

"Supermajority in Interest" means the Unitholders, at the time of a Unitholder vote, holding at least 80% of the
outstanding Units held by all the Unitholders.

"Tangible Equipment and Completion Costs" or "Tangible Costs" means the cost of equipthenpplies used in
the drilling, testing, completing and producing oil and gas from a well to the extent the equipment and supplies have a
salvage value and are capitalized for federal income tax purposes.

"Tax Matters Partner" means Drilco in its capaeis the tax matters partner, as defined in Code section 6231(07),
for both the Program and the Partnership

"Termination Date" means the earlief a Closing for the Maximu@ffering. December 32018or any prior
termination of the offering by Drilco iits sole discretion.

"Third-Party Rights" means the rights held by any third party to participate in 3 % to 4 % of the working interests in
wells proposed by Drilco for drilling on portions of the Project Areas.

"Transfer Agent" means Drilco Oil & Gas,.Jm West Virginia corporation
"Treasury Regulations” means the Treasury Regulations adopted by the Service under the Code.

"True-Up Account” means the account to be maintained by Drilco under the Prospect Assignment, providing a
mechanism to settle variations between the AFE quist obligations for the Program Wells and their actual drilling and
completion costs, any variahs between the anticipated and actual mix of horizontal and vertical Program Wells or any
exercise of ThirdParty Rights as described undée captions "Summary of the Prospect Assignmentrue-Up
Account"
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"Unitholder" means the holder of one or more Liits or GP Units.
"Units" mean the units of general partner interests and limited partner interests in the Partnership.

"West Virginia Act" means, with respect to the Program, the West Virginia Uniform Partnership Act, as
amended, and with respect to theartnership, the West Virginia Uniform Limited Liability Company Act, as amended.

The term "working interest" means an interest in an oil and gas leasehold or well entitling the holder to
receive a specified percentage of the sale proceeds from oil opgaduced from the leasehold or well and obligating
the holder to bear a specified percentage of the costs of drilling, completing and operating the well.
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EXHIBIT B

72



Exhibit B

PARTNERSHIP AGREEMENT
DRILCQO0171H DRILLING PROGRAM

ThisPARTNERSHIP AGREEMENDRILCQ0171H DRILLING PROGRAIWYVest Virginia general partnership
(the "Program"),is entered into a®f March 1,2017by and amongDRILCO OIL & GAS, INCWest Virginia corporation
("Drilco™),andDRILCQ0171H COMPANY, L.L.& West Virginia limited partnership (ti€artnership").

RECITALS

A. Drilco has organized the Partnership to invest, through the Program, in a portfolio of primarily horizontal
crude oil and natural gas development weliBrogram Wells")o be drilled by Drilco on prospects (therospects”)
located in its7 county operatig area inWVest Virginia within the Appalachian Basin ({Feoject Areas").

B. The Program will acquire its interests in the Prospects (Br@gram Position"under an Assignment
of Drilling Rights from Drilco of even date herewith (tfiRrospect Assignent”), providing for the Program Position
in eachProgram Well to be maintained 2o by Drilco (théDrilco Position™and 73% by the Partnership (the
"Partnership Position")subject to (i) proportionate reduction for any thisglarty working interestg"Participating
Interests™)acquired upon exercise of participation rights under oil and gas leases ordatsnfor portions of the
Project Areag"Third-Party Rights")(ii) adjustments pursuant to the truap provisions of the Prospect Assignment
and (iii)reallocation upon vesting of Drilco's reversionary interest hereunder {Bréico Reversionary Interest").

C. The Program Wells will be drilled and operated by Drilco under a Joint Drilling and Operating Agreement
with the Program of even date herewithhg "Drilling and Operating Agreementfroviding for Drilco to use its best
efforts to drill and complete each Program Well and install production lines from the wellhead to its existing gathering
systems for the Project Areas based on the drilling scleednd projected drilling and completion costs ("AFE") to be
specified therein.

D. The Program will pay Drilco a location fee and management fee for each Prospect under the Prospect
Assignment and will participate in the Program Wells under the Drilling and Operating Agreement ophlusd$i%
basis, entitling Drilco to payments frorhé Program in an amount equal to 115% of the AFEs for the Program Position in
the Program Wells, to be shared in proportion to the Drilco Position and the Partnership Position in the underlying
Prospects, and the Program is being capitalized proportiogdigIDrilco and the Partnership in accordance with the
terms of this Agreement.

E. The Partnership is being capitalized through a private placement'tieate Placement"df units of
general and limited partner interesf8Units") on the terms described in a Private Placement Memotanaf the
Partnership dated March, 2017(the "PPM").

F. Drilco will be the managing general partner of the Partnership and the manager of the Program
("Program Manager").

G. The parties desire torger into this Agreement to memorialize their arrangements for the capitalization
of the Program, the conduct of its business and the rights and duties of its partner®@haers").

Accordingly, the parties hereby agree as follows:
ARTICLETL. DEFINITONS AND CONSTRUCTION

1.1 Definitions.As used in this Agreement, (a) capitalized terms defined in the Recitals have the meanings
ascribed to them therein, (b) the definitions of capitalized words and certain industry terms in the Glossary included as
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Exhbit Ato the PPM are incorporated by reference herein and (c) the following terms have the respective meanings set
forth below:

"Affiliate" means any Person directly or indirectly controlling or controlled by or under direct or indirect common
control with a specified Person, aridontrol" when used with respect to any specified Person means the power to direct
the management and policies of that Person, directly or indirectly, whether through the ownership of voting securities, by
contract or otherwise.

"Agreement"means this Agreement, as amended or supplemented from time to time.

"Book Value'means, with respect to any Program asset, the carrying value of the asset on the books and records
of the Program, determined in accordance with the provisiongrefisury Regulation § 1.704b)(2)(iv) andArticle

"Capital Account'means the capital account established for each Partner and maintained pursuant to
the terms of this Agreement in accordance with the provisions of Treasury Regulation §-1(B{2)(l).

GCOPAS Y StheyCéauncil of Petroleum Accountants Societies

"Depreciation"'means the depreciation, amortization or other cost recovery expense of the Program, determined
in accordance witlSection 6.1.

"Gross Fair Market Valuetieans the fair marketalue of an asset, determined without taking into account any
liabilities secured by the asset or otherwise associated with the asset.

The term’leasehold acquisition coststiean the costs of acquiring an oil and gas leasehold or the rights to drill
on property subject to an oil and gas leasehold or fawut.

"Majority in interest"means the Unitholders, at the time of a Unitholder vote, holding at leasg@%majority
of the outstanding Units held by all the Unitholders.

"Minimum Gain"means the aggregate amount of gain (of whatever character), computed with respect to each
property of the Program that secures a Third Party Nonrecourse Liability of the Program, that would be recognized by the
Program if, in a taxable transaction, theoBram were to dispose of the property in full satisfaction of the Third Party
Nonrecourse Liability, determined in accordance with the provisions of Treasury Regulation2.1.704

"Net Fair Market Valuetheans, in connection with the contribution of an as the Program by a Partner or
the distribution of an asset by the Program to a Partner, the Gross Fair Market Value of the asset, reduced by any
liabilities (i) assumed by that Partner or the Program or (ii) subject to which the Partner or the Piaograimes the asset.

"Net Lossesand"Net Profits"have the respective meanings ascribed to therSéattion 6.1.

"Nonrecourse Deductiontheans an allocation of loss or expense attributable to Third Party Nonrecourse
Liabilities, determined in accordancettvithe provisions of Treasury Regulation § 1.Z@%)(1).

"P&A Accounthas the meaning set forth iBection 6.12.

"Partner Nonrecourse Deductiomieans an allocation of loss or expense attributable to Partner
Nonrecourse Liabilities, determined in accordance with the provisions of Treasury Regulation &((2D4

"Partner Nonrecourse Liabilitiesfieans liabilities of the Program that are nonoeicse debt, as defined in
Treasury Regulation § 1.7®4b)(3), but with respect to which one or more Partners (@ Alffiliate of any Partner) bears
the economic risk of loss, as defined in Treasury Regulation §-R(&)2

"Partner Nonrecourse LiabilitMinimum Gain"means the aggregate amount of gaof whatever character,
computed with respect to each property of the Program that secures a Partner Nonrecourse Liability of the Program, that
would be recognized by the Program if, in a taxable transaction, the Program were to dispose of the profaity in
satisfaction of the Partner Nonrecourse Liability, determined in accordance with the provisions of Treasury Regulation 8§
1.704.2(i).
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"Payout"means the point when each Unitholder has received cumulative distributions from the Partnership
aggregating 110% of the respective Unit subscription price.

"Person"means an individual, any form of business enterprise, including a corporation, Limitatity ia
Company, partnership or limited partnership, and any other juridical entity or its representative, including a trust, estate,
custodian, administrator, personal representative, nominee or any other entity acting on its own behalf or in a
representatve capacity.

"Program Agreementstheans, collectively, any agreements or instruments Drilco deems necessary or desirable
to protect or further the best interests and purposes of the Program and the Partnership, including all supplements to be
entered at alditional closings, if any, and, or to satisfy any requirements, conditions or guidelines contained in any order,
ruling or regulation of the Securities and Exchange Commission, the Internal Revenue Service or any other federal or state
governmental authoity or agency, or to comply with any applicable federal or state law, rule or regulation or any
judgment, decree, writ, injunction or order of any court, administrative agency, arbitrator or governmental agency
(collective, "applicable laws"), together \mitany and all other instruments required or permitted to be executed
thereunder for and on behalf of the Program or the Partnership.

"Simulated Basidias the meaning set forth iection 6.1(h).

"Simulated Depletionhas the meaning set forth iBection6.1(h)(1).

"Supermajority in Interestineans the Unitholders, at the time of a Umilder vote, holding at least 86 of the
outstanding Units held by all the Unitholders.

"Tax Matters Partnertfneans Drilco in its capacity as the Program's tax matters pgras defined in Code §
6231 (a)(7).

"Third Party Nonrecourse Liabilitiesteans liabilities of the Program that are nonrecourse debt, as defined in
Treasury Regulation § 1.7®4b)(3), and that are not Partner Nonrecourse Liabilities.

"Total MinimumGain"means the aggregate of the Minimum Gain and the Partner Nonrecourse Liability
Minimum Gain.

"West Virginia Act'means the West Virginia Uniform General Partnership Act.

1.2 ConstructionWhenever the context requires, the gender of all words usethis Agreement includes
the masculine, feminine and neuter. Unless otherwise expressly provided herein, all references to Recitals,
Articles, Sections and Schedules refer to recitals, articles and sections of this Agreement and schedules to this
Agreement.

ARTICLE-IDRGANIZATIONAL MATTERS

2.1 Program Name and Principal OfficEhe name of the Program shall be "Dril2017 1H Drilling
Program" Theprincipal addres®f the Partnership shall be c/o Drilco Oil@as, Inc., 2021 Calhoun Hwy,
Grantsville, West Virginia, or any other address that may be designated for that purpose by the Program Manager.
Any written correspondence should be addressed to Drilco Oil & Gas, Inc., P.O. Box 385, Grantsville, Wést Virgin
26147.

2.2 Character of the Busines§he principal business of the Program shall be the drilling of Program Wells
on Prospects assigned to it by Drilco under the Prospect Assignment and the sale of production from completed
Program Wells in accordanaeith the Drilling and Operating Agreement.

2.3 General Partnership between the Partnership and Drilclthis Agreement creates a general
partnership between the Partnership and Drilco. Drilco shall act as Program Manager and shall have the powers
delegated to it in that capacity undekrticle V.
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2.4 Capital Contributions of the Partnerg:or each Unit issuband sold by the Partnership, the Partners shall make
cash contributions to the capital of the Program in the amounts set forth below, payable at the time of the Closing at
which those Units are issued and sold, provided that, Drilco shall be entitledctedit towards its required Capital
Contributions to the Program in amounts equal to the payments to itself attributable to its 25% Proportional Share of
the LocationFees, all Managemeriiees and cosplus componenbf its AFE obligations for the Prognawells pursuant

to the Program Agreements.

Drilco
$25,000

Partnership
$75,000

Capital Contribution per Unit

2.5 Proportionate Shares of the Partner§.he Partners shall have the respective investments in the
Program and shall be entitled to the following Proportione&8bares of the Programosition in each Program
Well before and after Payout, subject to any adjustment required un8ection 2.6 The bllowing table does not
reflect Drilco's 1% general par interest in the Partnership:

Investment in the Program | Share of Program Position | Allocation of Profits
and Cash Flow
Before After
Payout Payout
Partnership 75% 75% 75% 50%
Drilco 25% 25% 25% 50%
Total 100% 100% 100% 100%

2.6 Adjustment of Proportionate Shares under Trigp Accountln the event of an adjustment to the
Partnership Position and Drilco Position in any Program Wells under theUpu&ccount irmccordance with the
terms ofthe Prospect Assignment, the Partners' respective Proportionate Shares of the Program Position in those
Program Wells before and after Payout shall be adjusted accordingly.

2.7Term of the ProgramThe term of this Program shall commence on the date of this Agreement and shall continue
until dissolved or terminated pursuant #rticle 1X.

ARTICLE 1l CAPITAL ACCOUNTS

3.1Capital AccountsA Capital Account shall be established and maintained foin €artner in compliance with the
provisions of Treasury Regulation §1.70)(2)(iv). The Capital Accounts shall be maintained as set forth iArtidke 111.

(a) General Rule€ach Partner's Capital Account shall be (i) credited with the amount of mamneéyhe Net
Fair Market Value of any property contributed by the Partner to the Program, (ii) credited or debited, as the case may be,
with the Partner's allocation of income, gain, loss and expense and (iii) debited with the amount of cash and the Net Fai
Market Value of property distributed to the Partner.

(b) Special Ruledf a Partner's interest in the Program is sold or liquidated, the following special
rules shall apply when determining the Capital Account balances of any new or remaining Partners:

(i) If the sale or exchange (together with any other sales or exchanges of interests in the
Program that occur during any relevant accounting period) causes a termination of the Program within the meaning
of Code § 708(b)(1)(B), the Capital Accounts ofRlaetners shalbe re-determined in accordance with thiSection
3.1 as though its property is deemed to be distributed to a new partnership in exchange for its partnership interests
and a deemed distribution is made to the partners of the ngavtnership nterests.

(ii) If the sale or exchange does not cause a termination of the Program within the meahing
Code § 708(b)(1 )(B) and if the Program has, at the time of the sale or exchange, an effective election under Code §
754, the Capital Account of the selling or exchanging Partner shall be carried over to the transferee Partner, and there
shall not be nade to the Capital Account of the Partner who receives the special tax basis adjustment under Code §
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743 a corresponding adjustment except to the extent a special tax basis adjustment would be reflected in a Partners
respective Capital Account pursuant Teeasury Regulation § 1.7a4(b)(2)(iv)(m).

(iii)If the sale or exchange is not subject to the provisionSexdtion 3.1(b)(ipr Section 3.1(_b)(ij)
the Capital Account of the selling or exchanging Partner shall be carried over to the transferee Partner.

(iv)If a Partner's interest in the Program is repurchased by the Program through a distribution in
complete liquidation of the interest, except as providedSaction 3.1(a)the Capital Accounts of the remaining Partner
or Partners shall be adjusted only to tle&tent required by Treasury Regulation § 1.708)(2)(iv)(m).

3.2 Determination of and Adjustments to Book Value and Capital Accoum#hen determining the Book
Value of the assets of the Program and the appropriate balance in each Partner's @agibaint resulting from any
adjustments to Book Value in accordance with the provisions of Treasury Regulation 811bj(2)(iv), the following
accounting rules shall apply:

(a) Contributed PropertyThe initial Book Value of any asset contributed by a Partner to the Program shall be its
Gross Fair Market Value on the date of contribution.

(b) Timing of Adjustmentslhe Book Values of all Program assets shall be adjusted to equal their respecte Gros
Fair Market Values, as of the following times:

(i) The acquisition of an interest (including an additional interest) in the Program by any new or
existing Partner in exchange for more thadexminimiscapital contribution to the Program.

(ii) The distribution bythe Program to a Partner or withdrawing Partner of more thateaninimigas
determined by the Program Manager) amount of money or other property as consideration for its interest in the Program; and

(iii) The liquidation of the Program.

(c)Book Value Adjustants. The Book Value of Program assets shall not be increased or decreased to reflect
any adjustments to the adjusted tax basis of the assets pursuant to Code § 734(b) or Code § 743(b), except to the extent
that the adjustments are taken into account intéemining and maintaining capital accounts pursuant to Treasury
Regulation § 1.704(b)(2)(iv)(nprovided, however, thatBook Value shall not be adjusted pursuant to tBection 3.2(c)
to the extent that the adjustment was previously reflected in the Book Value of the Program's assets.

(d) Reductions for Depreciatioti.the Book Value of an asset has been determined or adjusted pursuant to the
foregoing provision of thiSection 3.2the Book Value shall thereafter be reduced by the Depreciation taken into account with
respect to the asset for purposes of computing the Net Profits and the Net Losses of the PrograrArtioteY/|.

ARTICLE tVRIGHTS AND OBLIGATIONS OF THE PROGRAM MANAGER

4.1 Management and Control of th&rogram.

(a) GeneralThe Program Manager shall have the full and exclusive right and authority to manage and control
the business and affairs of the Program anditaeke all decisions incident thereto; provided, however, that, the
Program Manager shall be prohibited from taking any action (or causing’thgram to take any action) that would be
prohibited under the Program Agreements or failing to take any actiongéusing the Program to fail to take any
actions) that are required to be taken under the Program Agreements.

(b) Specific Rights and Powers of the Program Manaigeaddition to any other rights and
powers that the Program Manager may possess under this Agreement and applicable law, the Program Manager
shall, except to the extent otherwise provided herein, have all specific rights and powers required or appropriate
to its management of the Program's business, which incltiderights and powers to:
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(i) Execute the Program Agreements in the name and on behalf of the Program and to cause the
Program to perform its obligations thereunder;

(i) Enter into any amendments to therégram Agreements, in the name of and on behalf of the
Program, to the extent any such amendments are deemed necessary or desirable to protect or further the best interests
of the Partnership's Unitholders, the Program Manager, and the purposes of thedPnggxcept as otherwise limited
under such Program Agreements) or as otherwise deemed prudent in the sole reasonable discretion of the Program
Manager, provided, that, any such amendments shallcause a material adverse effect on the Partnership's
Unitholders;

(iii) On behalf of the Program, exercise the rights and fulfill the obligations of the working interest owner
under the Prospect Assignment and the Drilling and Operating Agreement;

(iv) Protect and preserve the title and interest of the Program inassets, collect all amounts
due the Program and otherwise enforce all rights of the Program and, in that connection, retain counsel and
institute suits or proceedings in the name and on behalf of the Program or, if the Program Manager shall so
determine, n the name of the Program Manager;

(v) Employ or engage on a temporary or continuing basis any accountants, attorneys, consultants
and other professionals on terms that the Program Manager deems advisable;

(vi) Pay all debts and obligations of the Program and mdils¢ributions to the Partners in
accordance with the provisions of this Agreement, to the extent assets of the Program are available therefore;

(vii) Maintain such insurance as a reasonably prudent oil and gas operator would maintain, to
require all contractorengaged in work for the Program to comply with the worker's compensation law of the state
where operations are being conducted and to maintain any other insurance that may be required, and to require any
contractor employed for the Program to submit topitoperly executed certificates of insurance issued by approved
insurers before work contemplated in any contract is begun;

(vii)Establish the reserves as the Program Manager deems appropriate for the purposes of the
Program, and to withhold distribution of cagtow in order to fund the reserves, in the amounts and at the times
that the Program Manager, in its sole discretion, deems to be in the best interest of the Program;

(ix) Arrange to prosecute, defend, settle or compromise actions at law or in equity @&hense of
the Program as may be necessary to enforce or protect Program interests;

(x) Satisfy any claim against or liability of the Program or any judgment, decree or settlement binding
on the Program, first out of any available insurance proceeds, nextfdetogram revenues and then, if necessary, from the
sale of Program assets; and

(xi) Convey assets of the Program and distribute the sale proceeds to the Partners in accordance with
their Proportionate Shares upon consummation of any sale implemented witbahgent of the Partnership.

(c) Duties of the Program Managefhe Program Manager shall devote to the Program such time as it
shall deem necessary to conduct the Program's business and affairs in the best interest of the Program and its
Partners. The ®gram Manager shall take all action that may be necessary or appropriate for the Program's
performance of the Program Agreements, which shall include the duty to:

() Prepare status reports and cost billings for the drilling and completion of the Progrars; Well

(i) Receive and review all operating reports, production payments and invoices for operating
costs, and arrange for the timely payment of amounts due from the Program;
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(iii) Prepare or cause to be prepared, at the expense of the Program, and to file on or kibéore
due date (or any extension thereof) all federal, state or local tax returns required to be filed by the Program. and to
timely furnish each Partner all necessary tax reporting information in connection therewith:

(iv) Prepare or cause to be prepared, at thgpense of the Program, and to timely file all permit
applications, certificates documents or other instruments required by any government agency or authority
pertaining to the business and operations of the Program;

(v) Maintain and preserve during the terof the Program and for four years thereafter all
accounts, books and other relevant Program documents; and

(vi) Distribute to thePartnersnot less than quarterly. Proceeds from operations of the Program that
have not been set aside as reserves pursuar8éddion 4.1(b)(viiijand Section 6.12.

4.2 Agency Powers of the Program Manageinydocument executed by the Program Manager in the name
and on behalf of the Program shall be deemed to be the action of the Program. Any Person dealing with the Program
or the Program Manager may rely upon a certificate signed by the Program Manager asthe (dentity of the
Program Manager or the Program, (b) the existence or nonexistence of any fact or facts that constitute conditions
precedent to acts by the Program Manager or that are in any other manner germane to the affairs of the Program,
(c) thePersons who are authorized to execute and deliver any instrument or document on behalf of the Program and
(d) any other matter involving the Program.

4.3 Limitations on Authority of the Program ManageWithout the consent of the Partnership, the Program
Managermay, as managing partnefa) use any assets of the Program for any purpose other than the payments
required by the Program Agreements, including the payment of operating expenses of the Program in the conduct of
its business in the ordinary coursé) sell all or substantially all the assets of the Program or any of the major assets
of the Program or (c) accept any offer to exchange the securities of any Person for the assets of the Program or for
all or a majority of its interests in the Prograwells.

4.4 Other Business of Drilg®Drilco and any of its Affiliates may engage in or possess any interest in other
business ventures of any kind, nature or description, independently or with others, including the acquisition
operation or development of oil and gas propertiaad the acquisition, financinggwnership, leasing, operatign
management and syndication of other oil and gas drilling enterprises, for its own account or for the account of
others. Neither the Programar the Partnership shall have any rights or obligations in or to such independent
ventures or the income, profits or losses derived therefrom.

4.5Nonrecourse BorrowingsSubject to a maximum amount of 25% of the capital raised from the Program, the
Progran Manager shall have authority to borrow funds in the name of the Program from any bank or other lending
institution located in or outside the United States for the conduct of the Program's business and, in connection
therewith, to mortgage, pledge, encuneb and hypothecate Program assets, including any production payments
allocable to the Program from its interests in Program Wells.

4.6 Tax Matters PartnerDrilco shall be the 'Tax Matters Partner" of the Program for the purposes of Code §
6231(a)(7). Inhe event of any inquiry or controversy with the or other taxing authority involving the Program, the Program
Manager shall act as the agent of the Program to resolve the matter and may, on behalf of the Program, incur any expenses
it deems necessary or asable in the interest of the Partners in connection therewith, including professional fees and
court or administrative costs incurred in the prosecution thereof or appeals therein.

4.7 Tax ElectionsThe Program Manager shall take all actions requiredHe Program to make a timely election to
deduct IDC on its federal income tax return. In the event of the transfer of an interest in the Program, or in the ewgnt of a
distribution of Program property to a Partner, the Program may, in the sole disorét®oProgram Manager, file an election
under Code 8 754 to cause the basis of the Program's assets to be adjusted for federal income tax purposes as proviged by Cod
§ 734 and Code § 743. The Program Manager shall not make any election for the Progeaex¢tuded from the provisions of
Subchapter K of the Code.
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4.8Start-Up CostsThe Partnership shall be responsible for the payment of all Star€osts of the Partnership and
the Program up to 10%.

4.9 Location and Management Fees and Expense Reimbmesa. Drilco shall be entitled to (a) Location Fees and
Management Fees, subject to the terms and conditions of the PPM and pursuant to COPAS accounting guidelines, payable by
the Program at each Closing in proportion to the Program Position in Prospsitgiad by Drilco at that Closing under the
Prospect Assignment, and (b) reimbursement by the Program for the Partnership's proportionate share of drilling and
completion costs for any Program Wells drilled in advance of Partnership funding, on an Apli£d$% basis, without
interest, under the terms of the Drilling and Operating Agreement. As the Program Manager, Drilco shall also be entitled to
reimbursement by the Program of all cof-pocket expenses incurred by Drilco for or on behalf of the Rnogiincluding
fees and expenses attributable to third parties including, but not limited to, accountants, petroleum engineers and attorneys
for professional services rendered to the Program and the Partnership.

4.10Right of the Program Manager to ResigrDrilco may have the right to resign as Program Manager or
assign those rights. Drilco shall give not less than 30 days written notice from Drilco to the Unitholders of its intention
to resign. Drilco's notice shall include the name of the new Program Mamaigd the reasons for this change (not
limited to health reasons or unexpected death) or inability to operate the program.

4.11Exculpation and Indemnification of the Program Manager

(a) Liabilities of the Program Managefhe Program Manager shall exercise ordinary and prudent judgment
in conducting and managing the affairs of the Program. The Program Manager and its Affiliates shall not be liable or
obligated to the Program or the Partnership for any mistake of fact dgijuent made by the Program Manager in
operating the affairs and business of the Progrgmgvidedthe Program Manager acted in good faith and in a manner
believed to be in the best interests of the Program and the mistake of fact or judgment did nottabmsfioss negligence
or willful misconduct.

Anylosses, claims, liabilities, demands or obligations of the Program will be shared in the proportion that the Partners are
sharing revenues hereunder and shall be several obligations of the Partners.

(b) Indemnifcation of Program Manageithe Program shall indemnify and hold harmless the Program Manager
and any of its Affiliates performing services on behalf of the Program (collectivelgmnified Parties"as follows:

(i) In any action, suit or proceedingwdich an Indemnified Party was or is a party by reason of the fact
that it was acting as the Program Manager or was an Affiliate of the Program Manager performing services on behalf of the
Program, involving an alleged cause of action arising from thetgsiof the Indemnified Party under this Agreement, the
other Program Agreements or otherwise in the management of the affairs of the Program, or which relates to the
Program, its property, business or affairs, the Program shall indemnify the Indemmiitiety against expenses,
including attorneys' fees, judgments, fines and amounts paid in settlement actually and reasonably incurred by the
Indemnified Party in connection with the action, suit or proceeding, if the Indemnified Party acted in good faith
and in a manner believed to be in the best interests of the Program and if the Indemnified Party's conduct does not
constitute gross negligence or willful misconduct. The termination of a proceeding by judgment, order, settlement
or conviction or upon a pleaf nolo contendereor its equivalent, shall not, of itself, create a presumption that an
Indemnified Party did not act in good faith and in the best interests of the Program.

(i) Expenses (including legal fees and expenses) incurred in defending any prarskdihbe paid
by the Program in advance of the final disposition of the proceeding if (A) the Program has received an undertaking by or
on behalf of the Indemnified Party to repay the amount, with interest at a market rate from the date of the advance,
unless it shall ultimately be determined, by a court of competent jurisdiction or otherwise, that the Indemnified Party is
not entitled to be indemnified by the Program as authorized hereunder and (B) the proceeding relates to the performance
of duties or grvices by the Indemnified Party on behalf of the Program.

(iii) Any indemnification under thiSection 4.11unless ordered by a court, shall be made by the
Program only as authorized in the specific case and only upon a determination by a majority vote of a quorum of all
directors of the Program Manager, that indemnification of an Indemnified Party is propgrinslemnification shall
be made only out of the assets or insurance coverage of the Program. In any claim for indemnification for federal or
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state securities law violations, the party seeking indemnification shall place before the court the position of the
Securities and Exchange Commission with respect to indemnification for securities law violations.

(iv) The indemnification provided by thi8ection 411 shall be in addition to any other rights to
which an Indemnified Party may be entitled under any agreement or as a matter of law, both as to action in the
Indemnified Party's capacity as the Program Manager or an Affiliate of the Program Manager andca®toin
another capacity, shall continue as to an Indemnified Party who has ceased to serve in that capacity and shall inure
to the benefit of the heirs, successors, assigns and administrators of the Indemnified Party.

(v) To the extent commercially reasohke, the Program may purchase and maintain insurance
on behalf of the Program Manager and its Affiliates against any liability that may be asserted against or expense that
may be incurred by that Person in connectiwith the Program's activitiesyhether or not the Program has
indemnified that Person against liability under the provisions of this Agreement. The Program shall not bear any
additional cost of the insurance attributable to coverage for liabilities for which the Program would not have the
power to indemnify under the provisions of this Agreement.

(vi) The provisions of thiSection 4.1%re for the benefit of Indemnified Parties and shall not be
deemed to create any rights for the benefit of any other Persons.

ARTICLE V RIGHTS OF THE PARTNERSHIP

5.1 Right to Examine Program RecordBhe Partnership, Partnership Unitholders, and designated legal and
accounting professionals shall have the right to examine the books and records of the Program at its principal
address with prior notice during reguléusiness hours and to make reasonable inquiries about the business and
affairs.

5.2 No Management Authority ThePartnership shall not take part in the management or control of the
Program or any aspects of its business of the Program, and it shall not transact any business for or on behalf of
the Program.

5.3 Rights Under the West Virginia AcTothe extent not otherwise set forth herein and except as
modified hereby, the Partnership shall have the rights of a general partner under the Wigtia Act.

5.4 Meeting of Partners Either Drilco or the R#éners holding not less than a86 Proportionge Share may, by
written notice to the other Partners, call for a meeting of Partners to consider the adoption of an amendment to this
Agreement or any other action set forth in the notice. The notice shall state the purpose of the meeting specifying a
reasonable time and place and a date, not less than 30 days or more than 60 days thereafter, at which the meeting shall be
held. Whenever, by any provision of the West Virginia Act or this Agreement, the vote of the Partners at a meeting thereof
is required @ permitted to be taken in connection with any matter or action, the meeting may be dispensed with if a
consent in writing, setting forth the action so taken, shall be signed by the Partners whose Proportionate Shares would be
sufficient to determine the atcome of the matter or action at a meeting of the Partners.

ARTICLE VIALLOCATIONS AND DISTRIBUTIONS

6.1 Determination of Net Profits and Net Lossd=or purposes of computing the amount of any items of income, gain,
loss or expense to be reflected in the Capital Accounts (the net thereof hereinafter referredNetBrofits"or "Net Losses"),
the determination, recognition and classification therebfall be the same as their determination, recognition and classification
for federal income tax purposes, with the following modifications:

(a) Depreciation, Amortization or Other Cost RecovAny item of expense attributable to depreciation,
amortization @ other cost recovery with respect to any asset of the Program shall be in an amount that bears the same
ratio to the Book Value of the asset at the beginning of the applicable period as the federal income tax deduction for
depreciation, amortization or dter cost recovery with respect to the asset for the fiscal year or other period bears to the
adjusted tax basis of the asset at the beginning of the applicable pepiadjded, that,f the federal income tax
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deduction attributable to depreciation. amogation or other cost recovery for the fiscal year or other period with respect
to any asset is zero, the item of expense attributable to depreciation, amortization or other cost recovery with respect to
the asset for the applicable period shall be deterednwith reference to the Book Value of the asset as of the beginning

of the applicable period using any reasonable method selected by the Program Manager.

(b) Taxable Dispositionény item of income, gain, loss or expense attributable to the taxable disposition of any
property with an adjusted tax basis that is different from the Book Value of the property shall be determined as if thedadjus
tax basis of the property as of the of disposition were equal in amount to the Book Value of the property.

(c) Investment Tax Creditd.the Program's adjusted tax basis in an item of depreciable property is adjusted
pursuant to the Code to reflect any investment tax credit available with respect to the asset, the amount of the adjustatient s
be treated as a Program expense and shalallocated in theatio in which the investment tax credit (or qualified
investment in Code § 38 property) that gave rise to the basis adjustment is allocated. Any restoration of the adjusted
tax basis occurring as the result of any recapture of previpafiowed investment tax credit with respect to any
Program property shall be treated as Program income and shall be allocated in the same ratio in which the
investment tax credit (or qualified investment in Code § 38 property the disposition of whiah riger to the
restoration of adjusted tax basis) was allocated.

(d) Nondeductible Expendituresll expenditures of the Program not deductible in computing its
taxable income and not properly chargeable to any Capital Account and any otherwise nondeducgjaigzational
and syndication expenses of the Program (as described in Code 8§ 710) shall be treated as Program expenses.

(e) Exempt Revenu®evenue of the Program which is exempt from federal income tax shall be included in Net
Profits or Net Losses.

(f) Guaranteed Paymenté&ny payments made to a Partner that are treated for federal income tax purposes as
guaranteed payments pursuant to Code 8 707(c) shall be treated as Program expenses.

(a) Book Value Adjustments$n the event the Book Value of any Prograssat is adjusted pursuant
to Section 3.1the amount of the adjustmenttsall be treated as gain or losas appropriate, from a sale of the
asset.

(h) Simulated BasisThe Program shall establish records of the aggregate adjusted basis of all Partners in
each oil and gas property (as defined in Code § 614) at the time the property is acquired by the Program (the
6Simulated Basis"gnd the Simulated Basis for each propeshall be adjusted from time to time, in the same manner
as if the Simulated Basis was the Program's adjusted basis in the property, to reflect (i) additions to basis and (ii)
Simulated Depletion as provided 8ection 6.1(h)(i)and the Simulated Basias adjusted, shall be utilized to determine
simulated gain or simulated loss, as providediction 6.10)(ii).

(i) The Program shall compute a depletion allowarncé { A Y dzf | (i S Ror BaSH thx&bleA 2 y B 0
year based on the Simulated Basis, as theretofore adjusted, equal to either the (A) cost depletion or (B) percentage
depletion at the rate specified in Code § 613A(c)(5) (but otherwise computed without regard to the limitations that
theoretically could apply to less than all the Partners) attributable to each oil or gas property, with the method of
depletion, cost or percentage, being determined on a property by property basis in the first Program's taxable year
for which it is relevant fothe property, with the treatment being binding for all Program taxable years during which
the oil and gas property is held by the Program, and the Simulated Depletion allowance with respect to each oil or gas
property shall be treated as an expense o&tRrogram and shall be allocated between the Partners pursuant to
Section 6.2provided,that, in no event shall the aggregate Simulated Depletion allowances with respect to an oil or
gas property exceed the Program's Simulated Basis of the property.

(ii) The Program shall compute gain or loss attributable to the sale or other taxable disposition of an oil
or gas property by the Program based on the difference between the amount realized from the disposition and the Simulated
Basis of the property, as thaxdore adjusted.
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6.2 Allocation of Net Profits and Net Loss from Operatidfm. purposes of maintaining the Capital Accounts
of the Partners and determining the rights of the Partners in the assets of the Program, the Net Profit or NébLoss
each accanting period shall be allocated between the Partners in the order of priority set forth below. Each item of
income, gainloss or expense giving rise to the Net Profit or Net Loss shall be allocated between the Partners in the
same proportion that the NeProfit or Net Loss is allocated. Except as otherwise provided in this Agreement, Net
Profits or Net Losses shall be allocated between the Partners as follows:

@ Allocation of Net Profitd\et Profit for any accounting period shall be allocatetdween the Partners in
accordance with their respective Proportionate Shares in effect during the accounting period.

(b) Allocation of Net Loss.Net Loss for any accounting period shall be allocated between the Partners
with positive balances in their resp@ive Capital Accounts in the same amounts and in the same proportions as
the net positive balances in the respective Capital Accounts of the Partners. Any remaining Net Loss shall be
allocated between the Partners in accordance with their respective Pitopate Shares in effect during the
accounting period.

© Allocation of Tax Creditdny tax credits available to the Program aard/tax credit recaptures for any
accounting period shall be allocated between the Partners in accordance with their resgecp@rtionate Shares in
effect during the accounting period.

6.3 Functional Allocations.

(a) General.ln general, the IDC of the Program from its participation in the drilling and completion of Program
Wells shall be allocated 100% to the Partnership, up to its Proportionate Share of their drilling and completion cokts, and t
balance of IDC if any and@% of the Tangible Costs of the Program and all costs associated with the Location Fées shall
allocated to Drilco,

(b) ExceptionsThe allocation of IDC and Tangible Costs pursuant to Section 6.3(a) shall be
subject to the following exceptions:

(i) If the IDCdr any Program Well exceeds the Partnership's Proportionate Share of its drilling and
completion costs, the excess shall be allocated to the Drilco.

(ii) If the IDC for any Program Well fails to reach the Partnership's Proportionate Share of its drilling and
completion costs, then Tangible Costs allocated to Drilco shall be reallocated to the Partnership until the combined IDC and
Tangible Costs allocated to the Partnership for that Program Well equals its Proportionate Share of those drilling and
completion coss.

(iii) The combined IDC and Tangible Costs allocated to the Partnership for any ProditahaiVe no
event exceed its Proportionate Share of the drilling and completion costs for that Program Well. A Partner's Proportionate
Share of drilling and completion costs for a Program Well for purposes @¢hbton 6.3hall be based on its worlgrinterest
in that Program Well, as determined under the Prospect Assignment.

6.4 Allocations of StadUp Costs and Feeall StartUp Costs of the Program and the Partnership and the costs
associated with the Location Fees and Management Fees shalbbatedl to Partnership up to 10%

6.5Allocations to Comply with Regulationtn order to comply with the provisions of Treasury Regulation 8§ 1.704
1(b), 1.704IT and 1.704, the following special allocations of income, gain, loss and expense shall be made, notwithstanding
the provisions ofection 6.2.

(a) Deficit Capital Accounillocations.Subject to the other provisions of thBection 6.5jn accordance
with Treasury Regulation § 1.704b)(2)(ii)(d), no allocation of expenses or losses shall be made pursu&sction
6.21to0 the extent that, as of the end of the period tohich the allocation relates, the allocation would cause or
increase a net deficit balance in a Partner's Capital Account. The expenses and losses shall instead be allocated to any
other Partner not subject to this limitation. For purposes of tBisction 65(a),each Partner's Capital Account
balance shall be determined by:

83



(i) Adding to the Capital Account balance #m@ount of the Partner's share (as determined pursuant to
Treasury Regulation § 1.7 of the Total Minimum Gain of the Program as of the end of the period for which the
determination is being made; and

(ii) Subtracting from the Capital Account balance (Ausithents that are reasonably expected to be
made to the Partner's Capital Account as of the end of the taxable year for depletion allowances, loss or distributi@n8f Cod
751 property or otherwise as provided Treasury Regulation § 1.704b)(2)(d)(5)and (B) an amount equal to the excess of
any distributions that, as of the end of the period, reasonably are expected to be made to the Partner in any future yeriod o
the Net Profits reasonably expected to be allocated to the Partner during (ortpjitime period for which the distributions are
expected to be made.

(b) Qualified Income Offset Provisiolfi.a Partner unexpectedly receives an adjustment, allocation or
distribution under this Agreement that causes or increases a net deficit balance inattiee?’s Capital Account as
of the end of the period to which the adjustment, allocation or distribution relates, the Partner will be allocated
items of income(including gross income) and gain in an amount and manner sufficient to eliminate the nettdefici
balance as quickly as possible. The provisionSeaxftion 6.5(a¥hall apply for purposes of determining whether any
adjustment, allocation or distribution would cause or increase a net deficit balance in a Partner's Capital Account.

(c) Special Allocationef Nonrecourse Deductionblotwithstanding any provision ddection 6.2,
Section 6.5(pand Section 6.5(b)in compliance with Treasury Regulation 8§ 1.7D4allocations of Nonrecourse
Deductions shall be made between the Partners in the same manner atd$éses are allocated und&ection 6.2.

(d) Minimum Gain Chargeb&clf there is a net decrease in the Minimum Gain of the Program during
any period, as determined pursuant to Treasury Regulation § {04 then each Partner shall be allocated items
of income and gain in accordance with the provisions of Treasury Regnl8 1.7042(Q).

(e) Special Allocations of Partner Nonrecourse Deductititdwithstanding any provision of
Section 6.2, Section6.5(and Section 6.5(b)in compliance with Treasury Regulation § 1.79@®), allocations
of Partner Nonrecourse Deductions shall be made between the Parthers in accordance with the ratios in which
the Partners or their Affiliates share the economic risk of loss with respechéoRartner Nonrecourse
Liabilities to which the Partner Nonrecourse Deductions are attributable.

(f) Partner Nonrecourse Liability Minimum Gain Chargeb#cthere is a net decrease in the Partner
Nonrecourse Liability Minimum Gain during any period, as deiaed pursuant to Treasury Regulation § 1.70@) ,
then each Partner shall be allocated items of income and gain in accordance with the provisions of Treasury
Regulation § 1.704(i).

(a) Subsequent Allocationé&ny special allocations of items of income. gain, loss or expense made
pursuant to thisSection 6.5hall be taken into account in computing subsequent allocations of income, gain, loss and
expense pursuant t&ection 6.2so that the net amount of anyém of income, gain, loss and expense allocated to
each Partner pursuant t&ection 6.2and thisSection 6.5hall, to the extent possible, be equal to the amount of the
items of income, gain, loss and expense that would have been allocated to the Pattrsergmt toSection 6.4f the
special allocations of income, gain, loss or expense required bysdgdson 6.5had not been made.

(h) Interpretation of Regulatory Allocation¥he provisions of thi§ection 6.5are intended to
comply with the requirements oTreasury Regulation §8 1.744b), 1.7041 T and 1.704 and shall be
interpreted consistently therewith.

6.6 Federal Income Tax Allocationhe allocations of income, gain, loss and expense made pursuant to
Section 6.2hrough Section 6.5re allocations of book income to be made for accounting purposes to determine the
respective balances in the Capital Accounts of the Partners and to establish the rights of the Partners between
themselves in the assets of the Program. These allocatioag Ioe different from the allocations between the
Partners of the income, gain, loss, deduction, tax preference, and tax credits of the Program for federal income tax
purposes. Allocations of income, gailgss, deduction, tax preference and tax creditstoé Program for federal
income tax purposes for each taxable year shall be made between the Partners as follows:
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(a) GeneralRules for Allocating Income, Lost. In general, all items of income, gain, loss, deduction and tax
preference of the Program for eh taxable year shall be allocated between the Partners for federal income tax purposes in the
same manner as the book items that give rise to the tax items are allocated between the Partners pur&esiido 6.2
through Section 6.5.

(b) Special Rules WheTeax Basis Differs from Book Vallighe Program's adjusted tax basis for federal income
tax purposes in any of its property differs from the Book Value of the propettyeabeginning of any taxable year, in
determining each Partner's distributive steaof the taxable income or loss (or items thereof) of the Program, each item of
income, gain, loss or deduction with respect to the property shall be allocated between the Partners in a manner that
takes into account the difference between the adjusted besis for federal income tax purposes of the property and its
Book Value, all as of the beginning of the taxable year, as required by Code 8§ 704(c) and any applicable Treasury
Regulations thereunder or by Treasury Regulation § 1-T(®314)(i).

6.7 Allocation of Profits, Losses and Tax Credits Upon Transfer of Program Interest or Other Change in
Partnership InterestThe items of income, gain, loss, expense, deduction, tax preference and tax credit allocable under
any provisions oSection 6.2hrough Secton 6.6to any change in any Partner's interest in the Program during a taxable
year shall be allocated in a manner that takes into account the varying interests of the Partners in the Program during the
taxable year, all in accordance with any TreasurguRaions promulgated under Code 8§ 706(djovided, thatthe
allocation of gain or loss on the disposition of any property in which the Program has a direct or indirect interesbshall, t
the extent not prohibited under those regulations, be allocatedosng the Persons who are Partners in the Program on
the date the event giving rise to the gain or loss occurs in accordance with the provisiBestiadn 6.2hrough Section
6.6.

6.8 Special Tax Audit Allocationdlotwithstanding anything contained in this Agreement to the contrary, in the event
that the federal taxable income of the Program (or any item thereof) is adjusted as the result of an audit by the Service, th
Partners' Capital Accounts shall be adjusted imanner that reflects the adjustments as though corresponding book
adjustments had been originally reflected in the Net Profits or Net Losses of the Program determined purSexutioo 6.1.

6.91Intered. If, pursuant to applicable law, a portion dfe amounts paid with respect to any Partner's capital
contribution to the Program shall be deemed to constitute interest rather than principal for federal income tax purposes, the
interest income attributable thereto shall be allocated to the Partner whallshave made the deemed interest payments, and
the amount of the interest income shall be taken into account in determining the amount of capital contribution made by the
Partner to the Program.

6.10Income Tax EffeciThe Partners acknowledge the incotas consequences of the allocations made by #riicle
Vland hereby agree to be bound by those provisions in reporting their shares of Program profits and losses for federal income
tax purposes.

6.11Distribution of CashAny cash of the Program that mot required to meet the obligations of the Program or to
maintain any reserves established pursuanBSection 4.1(b)(viidnd Section 6.12hall be distributed not less than quarterly to
the Partners in accordance with their Proportionate Shares. Pgndistribution of funds, the Program Manager may, but shall
not be required to, invest the funds for the account of the Program in savings accounts, money market accounts, prime
commercial paper or U.S. government obligations.

6.12Plugging and Abandonmat Account The Program Manager shall maintain an account to provide for the
Program's future obligations under the Drilling and Operating Agreement for its Proportionate Share of the costs for plugging
abandoning and reclaiming the Program Wells at thd ef their economic fives (th8®&A Account")The P&AAccount shall
be funded from the Program's share of production proceeds from each completed Program Well at the rate of $15,000 per
gross Program Well, payable by the Program in equal monthly installments of $100 from its share of production revenues from
each completed Program Wells. If the Program Position is less than 100% of the working interests in a Program Well due to the
exercise of ThirdParty Rights, the plugging and abandonment fee payable by the Program for that Program Well shall be
reduced poportionately. If the P&A Account is inadequate to cover the Program's share of plugging and abandonment costs
for all Program Wells, the Program will be obligated to satisfy the shortfall when all plugging, abandonment and reclamation
work is completed.

ARTICLE YIILIMITATION ON TRANSFER OF PARTNERS' INTERESTS
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7.1Limitation on TransferabilityNo Partner shall sklassign, transfer, mortgage, pledge, encumber or in any other
manner dispose of all or any part of its interest in the Program without thitem consent of the other Partner, provided that,
nothing contained herein shall not restrict or prohibit fa)ollateral assignment or pledge by Drilco of its economic rights
as a general partner in the Program, including its right to receive distidnstof cash and properties, or (b) an
assignment of its economic rights as a general partner in the Program to an Drilco Partnership, as contemplated by
the PPM.

7.2 Admission of TransfereeA transferee of an interest in the Program, other than an interest referred to in
the proviso underSection 7.1shall (a) assume all of the obligations of its transferor with respect to the transferred
interest, (b) acquire all the rights and powers of ttansferor with respect to the transferred interest, subject to all
of the restrictions applicable thereto, and (c) in abkpects be considered a Partner hereunder with respect to the
transferred interest. The transferor Partner shall be responsibteaiblegal fees and costs of the Program to affect
the transfer. Each Partner hereby consents to the execution on its behalf by the Program Manager of an amendment
hereto and any other instruments required for the purpose of admitting the transferee gfiaterest in the Program
under thisSection 7.2and the Program Manager is hereby granted the right to admit the transferee in accordance
with the terms of thisArticle VII

ARTICLE Vil ACCOUNTING MATTERS

8.1Books and Record®uring the term of the Program and for four years thereafter, the Program Manager
shall keep, or cause to be kept, full, accurate, complete and proper books and accounts of all operations of the
Program. The books shall be kept on a calengear basisWith reasonable prior notice,ach Partner shall have
access to the Program's books and records at the Program's principal place of ludurésg regular business
hours, and makeeasonable inquiries about the business and affairs.

8.2 Accounting Basis folTax Reporting Purpose3 he books and records and the financial statements and
reports of the Program shall be kept on the accrual basis.

8.3 Elections.The Program Manager may cause the Program to make any elections required or permitted to be
made by tle Program under the Code and not otherwise expressly provided for in this Agreement in the manner that the
Program Manager believes will be most advantageous to the Partners.

8.4 Bank AccountsAll funds of the Program shall be deposited in an accourdamounts in the name of the
Partnership at a bank or other financial institution selected by the Program Manager. No funds of the Program shall
be commingled with the funds of any other Person, except as provided under the Drilling and Operating Agreement
All withdrawals from any such accounts shall be made only upon a check or draft signed by the Program Manager or
by such Person or Persons as may be designated from time to time by the Program Manager.

ARTICLE X DISSOLUTION AND LIQUIDATION

9.1Dissolutbn. The Program shall be dissolved and shall terminate and wind up its affairs upon the first to occur of
the following:

(a) a determination by the Program Manager that the Program should terminate, and the concurrence in
that determination by the Partnershipy vote of a majorityin-interest of the Unitholders;

(b) the sale, exchange, forfeiture or other disposition of all or substantially all the properties of the
Program.

(c) the bankruptcy, insolvency or liquidation of either Partner, unless the other Partnesdtecbntinue the
Program;

(d) 25 years from thestart date of this Agreement; or
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(e) any event that results in the dissolution of the Program under the applicable law, unless the Partners elect to
continue the Program.

9.2 Liguidation.

(a) Appointment ofLiguidator.If the Program is dissolved upon the occurrence of any of the circumstances
described inSection 9.1no further business shall thereafter be conducted by the Program except for taking any action
deemed necessary by the Program Manager for wigdup of the affairs of the Program and distributing its assets to the
Partners pursuant to the provisions of thsticle IX.Upon the Program's dissolution, the Program Manager shall act as
liquidator or, if it is unable to act in that capacity, it shabpoint one or more liquidators, any of whom shall have full
authority to wind up the affairs of the Program and to make final distributions as provided herein.

(b) Steps to Be Taken by Liquidatdpon the dissolution of the Program, the liquidator shall take the following

steps:
(i) Determine the interest of the Program in the Program Wells and other assets held by the Program;

(i) Determine which Program properties and assets should be retainedbandoned, and dispose
of all other Program properties and assets at the best cash price obtainable therefor:

(iii) Pay all Program debts and liabilities, or otherwise make adequate provision therefor

(iv) Determine the fair market value of any remaining Prograsetsbased on estimates to be
conducted by an independent appraiser, using appropriate appraisal techniques and taking into account the nature of the
appraised property interests and the recovery of any associated oil and gas reserves by primary, sesaht&atiary
techniques, to the extent deemed feasible in accordance with industry standards;

(v) Adjust the Capital Account of each Partner, consistent $éhbtion 9.2(b)(vi}p reflect the fair
market value of the Partner's interest in any unliquidatededs of the Program, by crediting or charging the Partners Capital
Account with the amount that would have been credited or charged to the Partner's Capital Account if the Program's properties
and assets to be distributed in kind had been sold at theirfairket value immediately prior to the distribution;

(vi) Prepare a final statement of accounts showing the status of each Partners Capital Account, as
adjusted, and the amount, if any, owed by each Partner to the Proguesnided, that,f any Partner has aegative Capital
Account after proper adjustments, then it shall be required to make a capital contribution to the Program in the amosint of it
negative Capital Account; and

(vii) Distribute to each of the Partners the balance. if any, then remaining in itsaCAptount, as
adjusted in accordance with th&ection 9.2provided, thatthe distribution may be made in cash or in kind as provided in
Section 9.2(cland the proportion of the distribution made in cash to the Partners may vary as determined bgutdztor in
its sole discretion;

(c)Distributions in Kindn the event the Program properties are not adequately divisible to effect full repayment
of the Capital Account balances of the Partners, then the liquidator shall transfer to the Partndrthaltash of the Program,
and shall convey and assign to the Partners the remaining Program assets to be held by the Partners as tenants in common, in
either case in proportion to the balances in their respective Capital Accounts.

(d) Payment of &Partner's Indebtednesdlotwithstanding the foregoing provisions of ttggction 9.2if any
Partner shall be indebted to the Program, then, until payment of the indebtedness by that Partner, the liquidator shall
retain the Partners distributive share ofdgram properties and assets and, after applying the cost of operation of the
properties and assets during the period of the liquidation against the income therefrom, the balance of the income and any
cash assets shall be applied in liquidation of the teeness of the Partner, and if the amount has not been paid or
otherwise liquidated in full, the liquidator may sell the remaining assets allocable to the Partner at public or privae sale
the best price immediately obtainable, as determined in theegadgment of the liquidator. The proceeds of the sale that
are necessary to liquidate the Partners indebtedness shall then be so apatiddhe balance of the proceeds, if any, shall
be distributed to the Partner, reduced by the amount of any debit hedsin its Capital Account.
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(e) Termination of the PrograniThe liquidator shall otherwise comply with all requirements of the
West Virginia Act, or other applicable law, pertaining to the winding up of a general partnership. Upon
completion of the liquidation procedures, the Program shall be terminated.

9.3 Complance with Regulations.

(a) Timing. In the event the Program is liguidated within the meaning of Treasury Regulation §
1.7041(b)(2)(ii)(9), the following action shall be taken before the later of the last day of the Program's taxable
year in which thdiquidation occurred or the Oth day following the date of the liquidation:

(i) Distributions shall be made to the Partners who have positive Capital Account balances in
compliance with Treasury Regulation § 1.7G8)(2)(ii)(b)(2) and

(ii) If any Partner shall hava deficit balance in its Capital Account at the time (after giving
effect to all contributions, distributions and allocations for all taxable years including the year during which the
liguidation occurs), the Partner shall contribute the amount of thdidi¢ to the capital of the Program,

(b) Distributions in Trusin the discretion of the Program Manager,
distributions pursuant taSection 9.3(ajnay be made to a trust established for the benefit of the Partners for the
purposes of liquidating Program assets, collecting amounts owed to the Program and paying any contingent or
unforeseen liabilities or obligations of the Program or of the Partnpreyidedit received an opinion of counsel to
the effect that the trust will not be taxed as an association taxable as a corporation. The assets of any the trust shall
be distributed to the Partners from time to time, in the reasonable discretion of tlustee of the trust, in the same
proportions as the amount distributed to the trust by the Program would otherwise have been distributed to the
Partners pursuant to this Agreement; and a portion or all of the assets may be withheld by the trustee ofishe tr
to provide a reasonable reserve for liabilities and expenses.

9.4 Return of Capital Contributions Solely Out of Program Assét<artner shall look solely to the
properties and assets of the Program for the return of its capital contribution antheifproperties and assets of
the Program remaining after the payment or discharge of the debts and liabilities of the Program are insufficient
to return its capital contribution, it shall have no recourse against the Program Manager, its Affiliates or any
other Partner or Person for that purpose.

9.5 Dissolution Followed by Continuatiorin the event that the Program shall be dissolved by reason of the
occurrence of any of the circumstances describe@éaction 9.1or for any other reason, if the remainirigartners shall
agree thereto, the Program shall not terminate and wind up its affairs pursuaBeition 9.2out shall be modified
upon the terms mutually agreed to by those Partners and. as so modified, shall continue its business as if the
dissolution tad not occurred.

ARTICLE K MISCELLANEOUS PROVISIONS

10.1 Notices.Notices, requests, reports or other communications required to be given or made hereunder
shall be in writing and shall be deemed to be delivered when delivered by hand or when pragergssed and
posted by U.S. mail, postage prepaid, return receipt requested, to the Person being given the notice at its last known
address. Any notice to the Partnership or to the Program Manager shall be given at the address shown as the
Program's prinipal office.

10.2Nature of Interest of PartnersThe interest of each Partner in the Program shall be deemed to be personal
property may provide for partition of real or personal property and agrees that it will not resort to any action at lawityrteq
partition anyproperty subject to this Agreement. The foregoing waiver shall survive the termination and dissolution of the
Program.

10.3Waiver of Right to Partition Each Partner waives the benefit of any provisions of law that may
provide for partition of real or personal property and agrees that it will not resort to any action at law or equity
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to partition any property subject to this Agreement. The foregoing wastall survive the termination and
dissolution of the Partnership.

10.4Governing LawThis Agreemenshall be construed in accordance with and governed in all respects by the laws of
the State of West Virginia.

10.5Successors in InteresEach and all ahe covenants, agreements, terms and provisions of this Agreement shall be
binding on and inure to the benefit of the parties hereto and, to the extent permitted by this Agreement, their respective
successors and assigns.

10.6Integration. This Agreementtogether with the Glossary incorporated herein by reference to the PPM,
constitutes the entire agreement among the parties pertaining to the subject matter hereof and supersedes all prior
and contemporaneous agreements and understandings of the partie®imection herewith.

10.7 Amendments Any amendment or supplement to this Agreement shall be in writing and shall be signed by or on
behalf of each of the parties. Except as otherwise providegiiction 4.1(band Section 7.2any amendment to this Agreement
shall be effective only if concurred in by all of the Partners.

10.8Severability.If for any reason any provision of this Agreement is determined to be invalid and contrary to any
existing or future law, the invalidity shaot impair the operation of or affect those portions of this Agreement that are not
determined to be invalid.

10.9Headings.The headings in this Agreement are inserted for descriptive purposes only and shall not control or
alter the meaning of any prasion hereof.

10.10Rights and Remedies Cumulativ€he rights and remedies provided under this Agreement are
cumulative, and the use of any one right or remedy by a Partner shall not preclude or waive its right to use any or all
other remedies, whether mvided for herein, by law or otherwise.

[Signature page follows.]
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IN WITNESS WHEREOF, the parties hereto have executed and delivered this Agreement as of the day and year
first above written.

DRILCQO017 1H DRILLING PROGRAM

By. DRILCO OIL@AS, INC.,
Managing General Partner

By:

Hugh D. DalePresident/CEO

DRILCQ@O017 1H COMPANY, LLC.

By. DRILCO OIL & GAS, INC,,

By:

Hugh D. DalgPresident/CEO
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FORM OF
AGREEMENT OF LIMITED PARTNERSHIP

DRILCQO0171H DRILLING PROGRAM

* %

DRILCO PARTNERSE/, LP.

[Attached]

EXHIBIT C
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EXHIBIT C

AGREEMENT OF LIMITED PARTNERSHIP
DRILCQ0171H COMPANY, L.L.C.

ThisAGREEMENT OF LIMITED PARTNERSHIP of RR1IZAA COMPANY, L.L.@.West Virginia limited
partnership (the"Partnership"),is entered into a®f March 1,2017by and among the PartnershipRILCO OIL &
GAS, INCa West Virginia corporation ("Drilco")sdhe managing general partner (tiManaging General Partner'),
Hugh Dale, as the original and withdrawing limited partner (thetial Limited Partner*)the persons listed in
Schedule Aas limited partners (théLP Unitholders™)and thepersons listed irSchedule Bas normanaging general
partners (the"GP Unitholders'and, collectively with the LP Unitholders, thidnitholders").

RECITALS

A. The Partnership has been formed as a West Virginia limited partnership to invest, through an
operating general partnership with Drilco (tlif®rogram"),in a portfolio of horizontal and vertical crude oil and
natural gas development wellsProgram Wells"}o be drilled by Drilco on prospects (tfi€rospects")ocated in
its 7 county operating area iMVest Virginia within the Appalachian Basin (tlRroject Areas").

B. The Program will acquire its interests in the Prospects (fi@gram Position"under an
Assignment of Drilling Rights from Drilco of even date herewith (fmspect Assignment"providing for the
Program Position in eachrogram Well to be maintained 2b by Drilco (théDrilco Position™)and 73% by the
Partnership (thé'Partnershp Position"),subject to (i) proportionate reduction for any thirplarty working
interests("Participating Interests"acquired upon exercise of participation rights under oil and gas leases or
farm-outs for portions of the Project Areg8Third-Party Ritats"), (ii) adjustments pursuant to the truep
provisions of the Pospect Assignment and ijiireallocation upon vesting of Drilco's reversionary interest under
the terms of the partnership agreement of the Program of even date herewith (Bregram Agrement"),

C. The Program Wells will be drilled and operated by Drilco under a Drilling and Operating Agreement
with the Program of even date herewith (tH®rilling and Operating Agreement"providing for Drilco to use its
best efforts to drill and completeach Program Well and install production lines from the wellhead to its existing
gathering systems for the Project Areas based on the drilling schedule and projected drilling and completion costs
("AFE")}to be specified therein.

D. The Program will pay Drilcopnsistent with industry practice and COPAS accounting guidelines, a
Location Fee, as such term is defined in the PPM. and Management Fee, as such term is defined in the PPM, for each
Prospect under the Prospect Assignment and will participate in therBnodVells under the Drilling and Operating
Agreement on a cosplus 15% basis, entitling Drilco to payments from the Program in an amount equal to 115% of
the AFEs for the Program Position in the Program Wells, to be shared in proportion to the DriltonPasi the
Partnership Position in the underlying Prospects, and the Program is being capitalized proportionately by Drilco and
the Partnership in accordance with the terms of the Program Agreement.

E. The Partnership is being capitalized through a privalteement (the'Private Placement"df units of
general and limited partner interes{dUnits") on the terms described in a Private Placement Memorandum dated
March 1,2017(the "PPM").

F. Drilco will maintain a 25% general partner interest in the Partnersttipugh a proportionate capital
contribution and will serve as managing general partner of the Partnership hereunder and as managing partner of
the Program under the Program Agreement.

G. The parties desire to enter into this Agreemdotmemorialize their arrangements for the capitalization of
the Partnership, the conduct of its business and the rights and duties of its partnersR@nmers").
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Accordingly, the parties hereby agree as follows:
ARTICLEtI DEFINITIONS AND CONSTRUCTIO

1.1 Definitions.As used in this Agreement, (a) capitalized terms defined in the Recitals have the meanings
ascribed to them therein, (b) the definitions of capitalized words and certain industry terms in the Glossary included as
Exhibit Ato the PPM aréncorporated by reference herein and (c) the following terms have the respective meanings
set forth below:

"Affiliate" means any Person directly or indirectly controlling or controlled by or under direct or indirect
common control with a specified Persamd 'control" when used with respect to any specified Person means the
power to direct the management and policies of that Person, directly or indirectly, whether through the ownership of
voting securities, by contract or otherwise.

"Agreement"means thisAgreement, as amended or supplemented from time to time.

"Allocable Portion'means, as to each GP Unitholder, the number of GP Units owned by that GP Unitholder at
the time that any Excess Payment is made, divided by the total number of GP Units outgtahttiat time.

"Book Value'means, with respect to any Partnership asset, the carrying value of the asset on the books and
records of the Partnership, determined in accordance with the provisions of Treasury Regulationr Eb){RXiv) and
Article Il

"Capital Contribution'means the capital contribution made to the Partnership by a Partner pursuant to
Section 3.3.

"Depreciation"'means the depreciation, amortization or other cost recovery expense of the Partnership,
determined in accordance witBectio 6.1.

"Excess Paymentias the meaning set forth iection 5.7.

"Gross Fair Market Valuetieans the fair market value of an asset, determined without taking into account
any liabilities secured by the asset or otherwise associated with the asset.

dndemnified Partieshas the meaning set forth iBection 4.11(b).

"Majority in Interest"means the Unitholders, at the time of a Unitholder vote, holding at leag0a%
majority of the outstanding Units held by all the Unitholders.

"Minimum Gain"meansthe aggregate amount of gain (of whatever character), computed with respect to
each property of the Partnership that secures a Third Party Nonrecourse Liability of the Partnership, that would be
recognized by the Partnership if, in a taxable transactiba,Rartnership were to dispose of the property in full
satisfaction of the Third Party Nonrecourse Liability, determined in accordance with the provisions of Treasury
Regulation § 1.702.

"Net Fair Market Valuetheans, in connection with the contribution of an asset to the Partnership by a Partner
or the distribution of an asset by the Partnership to a Partner, the Gross Fair Market Value of the asset, reduced by any
liabilities (i) assumed by that Partner or tRartnership or (ii) subject to which the Partner or the Partnership acquires
the asset.

"Net Lossesand"Net Profits"have the respective meanings ascribed to therSéattion 6.1.

"Nonrecourse Deductiontheans an allocation of loss or expense attribugatdl Third Party Nonrecourse
Liabilities, determined in accordance with the provisions of Treasury Regulation ({by(QJ.
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"Partner Nonrecourse Deductionfieans an allocation of loss or expense attributable to Partner
Nonrecourse Liabilities, determindein accordance with the provisions of Treasury Regulation 8§ 12[)@).

Gt F NI Y SN b2y NBE @eadeNEbSitiep df the Paftneréhip $hatéare nonrecourse debt, as
defined in Treasury Regulation 8§ 1.7P¢h)(3), but with respect to which one or more Partners (or #féliate
of any Partner) bears the economic risk of loss, as defined in TreasunyaReqg § 1.7522(a).

"Partner Nonrecourse Liability Minimum Gaimeans the aggregate amount of gain, of whatever
character, computed with respect to each property of the Partnership that secures a Partner Nonrecourse
Liability of the Partnership, that widd be recognized by the Partnership if, in a taxable transaction. the
Partnership were to dispose of the property in full satisfaction of the Partner Nonrecourse Liability, determined
in accordance with the provisions of Treasury Regulation 8 {04

"Person"means an individual, any form of business enterprise, including a corporation, Limited Liability
Company, partnership or limited partnership, and any other juridical entity or its representative, including a
trust, estate, custodian, administratppersonal representative, nominee or any other entity acting on its own
behalf or in a representative capacity.

"Program Agreementstheans, collectively, any agreements or instruments the Managing General
Partner deems necessary or desirable to protect or further the best interests and purposes of the Program and
the Partnership, including all supplements to be entered at additionadinbs, if any, and, or to satisfy any
requirements, conditions or guidelines contained in any order, ruling or regulation of the Securities and Exchange
Commission, the Internal Revenue Service or any other federal or state governmental authority oy,agyetaoc
comply with any applicable federal or state law, rule or regulation or any judgment, decree, writ, injunction or
order of any court, administrative agency, arbitrator or governmental agency (collective, "applicable laws"),
together with any and &lother instruments required or permitted to be executed thereunder for and on behalf
of the Program or the Partnership.

"Simulated Basidias the meaning set fortim Section 6.1(h).

"Simulated Depletiontas the meaning set forth i@ection 6.1(h)().

"Supermajority in interest'means the Unitholders, at the time of a Unitholder vote, holding at 188%t of
the outstanding Units held by all the Unitholders.

"Tax Matters Partnertneans Dirilco in its capacity as the Partnership's tax matters partner fiaedén
Code § 6231(a)(7).

"Third Party Nonrecourse Liabilitiesieans liabilities of the Partnership that are nonrecourse dabt
defined in Treasury Regulation § 1.72@)(3), and that are not Partner Nonrecourse Liabilities.

"Total Minimum Gain'means the aggregate of the Minimum Gain and the Partner Nonrecourse Liability
Minimum Gain.

1.2 Construction Whenever the context requires, the gender of all words used in this Agreement
includes the masculine, feminine and neuter. Unless otherwise esglyeprovided herein, all references to
Recitals, Articles, Sections a®¢hedules refer to recitals, articles and sections of this Agreement and
schedules to this Agreement.

ARTICLE i1l ORGANIZATIONAL MATTERS

2.1 Partnership Name and Principal Offic@he name of the Partnership shall be "DRILZ007 1H
COMPANY, L.L.C." The principal address of the Partnership shall be c/o Drilco Oil & Gas, Inc. 2021 Calhoun
Hwy, Grantsville, West Virginia 26147, or any other address that may be designated for thasplp the
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Managing General PartneAny writtencorrespondence should be addressed to Drilco Oil & Gas, Inc., P.O. Box
385, Grantsville, West Virginia, 26147.

2.2 Character of the Busines§he principal business of the Partnership is to enter into thegPam
Agreements and, through the Program, to finance the Partnership's share of drilling, completion, operating
and eventual abandonment costs for the Program Wells and to produce and sell oil and gas from completed
Program Wells.

2.3 Capital Contributions othe Partners

@ Capital Contributions of the Unitholdefihe Unitholders shall contribute to treapital of the

Partnership, in cash upon their admission to the Partnership at a Closing, $100,000 for each Unit (or
a proportionate amount for any fractional Unit or such alternative amount as determined by

offering incentives for early investment) set forth oppositeethrespective names igchedule Aor
Schedule BThe amount credited to capital for each Unitholder shall be the actual amount paid by the
Unitholder to invest in the Program.

(b) Capital Contribution of the Managing General Partridgre Managing General Partner has
heretofore contributed $100 in cadlo the capital of the Panership. In exchange for its 2ogeneral

partner interest in the Partnership, the Managing General Partner shall contribute additional capital to the
Partneship, in cash, at the ratef $1000 for each Unit issued by the Partnership, representing 1% of the
Partnership's total capital, payable aach Closing at which the Units are issued and swlovided, that,

Drilco shall be entitled to aredit towards its equired Capital Contributions to the Partnership and the
Program in amounts equal to the payments to itself attributable to its 10% Proportional Share of the
Location Fees, Management Fees and g8t component of its AFE obligations for the Program $Vell
pursuant to the Program Agreements.

(© Contribution and Withdrawal of thimitial Limited PartnerThe Initial Limited Partner has contributed
$100 to the capital of the Partnership, which shall be returned to him at the initial Closing. Upon the return of
his contribution, the Initial Limited Partner shall withdraw from the Partnership.

2.4Term of the Partnership.The term of this Partnership commenced upon the filing of its Certificate of
Limited Liability Company under the West Virginia Act and shall continue until dissolved or terminated pursuant to
Article IX.

ARTICLE il CAPITAL ACCOUNTS

3.1Capital AccountsA Capital Account shall be established and maintained for each Partner in compliance
with the provisions of Treasury Regulation §81.-A@4)(2)(iv). The Capital Accounts shall be maintained as set forth in
this Article IlI.

@ General Rulesach Partner's Capital Account shall be (i) credited with the amount of money
and the Net Fair Market Value of any property contributed by the Partner to the Partnership, (ii) credited or debited,
as the case may be, with the Partner's allocation of incogaén, loss and expense and (iii) debited with the amount
of cash and the Net Fair Market Value of property distributed to the Partner.

(b) Special Ruledf a Partner's interest in the Partnership is sold or liquidated, the following
special rules shall appivhen determining the Capital Account balances of any new or remaining Partners:

0] If the sale or exchange (together with any other sales or exchanges of interests in the
Partnership that occur during any relevant accounting period) causes a terminatibae Bartnership within the
meaning of Code § 708(b)(1)(B), the Capital Accounts of the Partners shatidemained in accordance with this
Section 3(aps though its property is deemed to be distributed to a new partnership in exchange for its partnership
interests and a deemed distribution is made to the partners of the new partnership interests.
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(i) If the sale or exchange does not cause a terminatiomefRartnership within the
meaning of Code § 708(b)(1)(B) and if the Partnership has, at the time of the sale or exchange, an effective election
under Code § 754, the Capital Account of the selling or exchanging Partner shall be carried over to the¢ransfer
Partner, and there shall not be made to the Capital Account of the Partner who receives the special tax basis
adjustment under Code § 743 a corresponding adjustment except to the extent a special tax basis adjustment would
be reflected in a Partners rpsctive Capital Account pursuant to Treasury Regulation § 117®4(2)(iv)(m).

(i)  If the sale or exchange is not subject to the provisionSeiition 11(b)(ipr Section
3.1(b)(ii),the Capital Account of the selling or exchanging Partner shall be caxédathe transferee Partner.

(iv) If a Partner's interest in the Partnership is repurchased by the Partnership through a
distribution in complete liquidation of the interest, except as provide&éction 3.1(abhe Capital Accounts of the
remaining Partners shall be adjusted only to the extent required by Treasury Regulation 4 MOY@3(iv)(m).

3.2 Adjustments to Book Value and Capital Account®®hen determining the Book Value of the
assets of the Partnerdp and the appropriate balance in each Partner's Capital Account resulting from any
adjustments to Book Value in accordance with the provisions of Treasury Regulation §1{bj(2)(iv), the
following accounting rules shall apply:

(a) Contributed PropertyThe initial Book Value of any asset contributed by a Partner to the
Partnership shall be its Gross Fair Market Value on the date of contribution.

(b) Timing of Adjustmentslhe Book Values of all Partnership assets shall be adjusted to equal their
respective Gross Fair Market Values, as of the following times:

@ the acquisition of an interest (including an additional interest) in the Partnership
by any new or existing Piauer in exchange for more than a deinimiscapital contribution to the Partnership;

(D] the distribution by the Partnership to a Partner or withdrawing Partner of more than a
de minimigas determined by the Managing General Partner) amount of money or ptioperty as consideration for
its interest in the Partnership: and

(i)  the liquidation of the Partnership.

(c) Book Value Adjustment3he Book Value of Partnership assets shall not be increased or
decreased to reflect any adjustments to the adjusted tax basis of the assets pursuant to Code 8§ 734(b) or
Code § 743(b), except to the extent that the adjustments are taken into account ereéing and
maintaining capital accounts pursuant to Treasury Regulation 8 1.704(b)(2)(i\p(avided, however, that
Book Value shall not be adjusted pursuant to tBisction 3.2(cjo the extent that the adjustment was
previously reflected in the BooKalue of the Partnership's assets

(d) Reductions for Depreciatioff.the Book Value of an asset has been determined or adjusted
pursuant to the foregoing provision of th&ection 3.2the Book Value shall thereafter be reduced by the
Depreciation taken into account with respect to the asset for purposes of computing the Net Profits and the
Net Losses of the Partnership underticle VI.

ARTICLE v MANAGEMENT OF THE PARTNERSHIP

Management and Control by the Managing General Partner.

(a) Rights and Powerd.he Managing General Partner shall have complete and exclusive
authority and power to manage, administer and operate the business and affairs of the Partnership, to do or
cause to be done any and all acts deemed necessary or appropriate in connecti@witteand generally to
possess and exercise any and all of the rights, powers and privileges of a general partner under the laws of
the State of West Virginia. Without limiting the generality of the foregoing, the Managing General Partner

96



shall have the exusive right and power, in the name and on behalf of the Partnership, and without the
concurrence or consent of the Unitholders except as expressly provid&eédtion 5.4to do or cause to be
done any and all of the following acts in furtherance of thartnership's purposes, subject only to the
limitations set forth inSection 4.1(c)

(i) execute the Program Agreement in the name and on behalf of the Partnership and
to cause the Partnership to perform its obligations thereunder. including contribution ®fGéapital
Contributions of the Partners und&ection 2.30 the Program at each Closing of the Private Placement, and
enter into any amendments to this Agreement and the other Program Agreements to the extent deemed
necessary or desirable to protect orrther the best interests and purposes of the Partnership or conform the
provisions thereof to any changes in applicable laws:

(i) exercisethe rights and fulfill the obligations of the Partnership in the Partnership
Position as a working interest owner of tiR¥ogram Wells under the Drilling and Operating Agreement;

(i) expend the Partnership's capital and profits in furtherance of the business of the
Partnership;

(iv)  make and to enter into such agreements and contracts with such parties and to give
such receiptsteleases and discharges with respect to any and all of the foregoing and any matters incident thereto as
the Managing General Partner may deem advisable or appropriate;

(v)  place any Partnership funds, pending their use for other Partnership purposes, in
demard or time deposits with one or more commercial banks, sternn government obligations, commercial paper
and other similar investments;

(vi) abandon or otherwise dispose of the Partnership Position in any leasehold interest or
other property interests of the ®gram upon such terms and consideration as the Managing General Partner may
determine;

(vii)  sell, hypothecate, dispose, trade or exchange or quitclaim, surrender, release or
abandon the Partnership Position in property or interests of the Program on behtak &fartnership;

(viii) establish any reserves the Managing General Partner deems appropriate for the
purposes of the Partnership, including future costs of plugging and abandoning Program Wells, and withhold
distributions of cash flow in order to fund the resesy in the amounts and at the times the Managing General
Partner, in its sole discretion, deems to be in the best interest of the Partnership;

(ix)  subject to a maximum amount of 25% of the capital raised from the Program, borrow
monies for the business of the Partnership in the form of nonrecourse borrowings or otherwise from time to time, to
enable the Partnership to meet its obligations to the Rerg or for other Partnership purposes, to draw, make,
execute and issue promissory notes and other negotiable ormegotiable instruments and evidences of
indebtedness, and to secure the payment of the sums so borrowed and to mortgage, pledge orrassigfraill or
any part of the Partnership's assets, including its interest in Program production and proceeds of production, or to
assign any monies owing or to be owing to the Partnership, and to engage in any other means of financing customary
in the ol and gas industryprovided, thatany creditor who makes a nonrecourse loan to the Partnership shall not
have, or acquire at any time as a result of making the loan, any direct or indirect interest in the profits, capital or
property of the Partnershipther than as a creditor;

(x)  employ, on behalf of the Partnership, agents, employees, accountants, lawyers,
engineers, clerical help and such other assistance and services as the Managing General Partner may deem
proper, including employing the Managing GealelPartner or its Affiliates, and to pay such remuneration for
those services as the Managing General Partner may deem reasonable and appropriate;

(xi)  purchase, lease, rent or otherwise acquire or obtain the use of machinery, equipment,
tools, materials and hbther kinds and types of personal property that may in any way be deemed necessary,
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convenient or advisable in connection with carrying on the business of the Partnership, and to incur expenses for
travel, telephone, telegraph, insurance and for suchentthings, whether similar or dissimilar, as may be deemed
necessary or appropriate for carrying on and performing the business of the Partnership;

(xii)  sue and be sued, complain and defend in the name of and on behalf of the
Partnership;

(xiii) make such classificatis, determinations and allocations on financial reporting and tax
matters as the Managing General Partner may deem advisable, having due regard for all relevant generally accepted
accounting principles and applicable provisions of the Code and the TyeRegulations;

(xiv) purchase insurance or extend the Managing General Partner's insurance, at the
Partnership's expense, or to extend the insurance coverage of independent operators, to protect Partnership
properties and the business of the Partnership agalass, and to protect the Managing General Partner and the
GP Unitholders against liability to third parties arising out of Partnership activities; and

(xv) takeany and all such other actions and perform such other acts as may be deemed
appropriate by it to carry out the business and purposes of the Partnership.

(b) Duties.The Managing General Partner shall exercise ordinary and prudent judgment in conducting
and managing the affairs of the Partnership and shall devote such time to the affairs of the Partnership as may be
necessary to manage the Partnership effectively, including the following duties in the name and on behalf of the
Partnership:

0] cause to be fild an Amendment to the Certificate of Limited Liability Company as
required by the West Virginia Act to reflect the admission of Unitholders after each Closing of the Private Placement
and the conversion of GP Units into LP Units pursua®eiction 5.6;

(i) take all actions required for the Partnership to make a timely election to deduct
IOC on its federal income tax return and, in the event of the transfer of an interest in the Partnership, or in
the event of any distribution of Partnership property to a Patnfile an election under Code § 754 to cause
the basis of the Partnerships assets to be adjusted for federal income tax purposes as provided by Code §
734 and Code § 743 if deemed appropriate in the sole discredfae Managing General Partner;

(iii) prepare or cause to be prepared, at the expense of the Partnerstrig to file on
or before the due date (or any extension thereof) all federal. state or local tax returns required to be filed by the
Partnership, and to timely furnish each Partner all necessary tax reporting information in connection therewith;

(iv) prepare o cause to be prepared, at the expense of the Partnership, and to timely file all
certificates, documents or other instruments required by any government agency or authority pertaining to the
business and operations of the Partnership;

v) maintain and presem during the term of the Partnership and for four years
thereafter all accounts, books and other relevant Partnership documents

(vi) distribute to the Partners, not less than quarterly, proceeds from the Partnership's

interest in Program operations thatve not been set aside as reserves pursuant to
Section 4.1(b)(viii).

© Limitations.All transactions between the Partnership or the Program and the Managing
General Partner or its Affiliates shall be on the terms provided in the Program Agreements or, for
matters not governed thereby, on terms no less favorable to the Partnership or the Program than the
terms that could be obtained from an independent third party and shall be fair to the Partnership or
the Program at the time the transactions are authorizéthe Managing General Partner and its
Affiliates shall not take any action affecting the assets or propeftthe Partnership or the Program

that does not benefit the Partnership and the Program as a whole, including (I) the incurring of loans
and pledgimg or granting of security interests in Partnership Assetkti{g utilization of funds of the
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Partnership or the Program as compensating balances for the benefit of the Managing General Partner
or its Affiliates or for any other any purpose other tharethayment of operating expenses of the
Partnership and the conduct of its business in the ordinary course, (iii) the filing of any election for the
Partnership to be excluded from the provisions of Subchapter K of the Code or (iv) the taking of any
other action that would result in the Partnership being classified for federal income tax purposes as an
association taxable as a corporation and not as a partnership.

4.2 Authority to Deal with Third PartiesAny document executed by the Managing General Parine
the name and on behalf of the Partnership shall be deemed to be the action of the Partnership. No Person
dealing with the Partnership shall be required to inquire into the authority of the Managing General Partner
to take any action or make any undaking, commitment or decision in the name or on behalf of the
Partnership. If any Person dealing with the Partnership or the Managing General Partner so requests, the
Managing General Partner shall be authorized to deliaed such Person may rely upon, a certificate signed
by the Managing General Partner confirming (a) the identity of the Managing General Partner or the
Partnership, (b) the existence or nonexistence of any fact or facts that constitute conditions predederts
by the Managing General Partner or that are in any other manner germane to the affairs of the Partnership
and (c) the Persons who are authorized to execute and deliver any instrument or document on behalf of the
Partnership.

4.30utside ActivitiesThe Managing General Partner and its Affiliates may engage in any business or activity
similar to or competitive with those of the Partnership, and neither the Partnership nor any Unitholder shall have any
rights by virtue of this Agreement in any indejgkent business venture of the Managing General Partner or any of its
Affiliates. No Partner shall be obligated to present any investment or other business opportunity to the Partnership by
reason of being a Partner, whether or not such investment or bgsifesimilar to that of the Partnershimovided
that, to the extent practicable, all benefits from relationships affecting the Partnership or the Program, the Prior
Programs and any subsequent drilling partnerships sponsored by the Managing Generat Blaatl be fairly and
equitably apportioned according to their respective interests.

4.4No Management by UnitholderdNone of the Unitholders, in their capacity as such, shall take any part
in, or at any time interfere in any manner wittne managementconduct or control of the Partnership's business and
operations or have any right or authority to act for or bind the Partnership in any manner whatsoever. The Managing
General Partner shall be entitled to pursue on behalf of the Partnership all aeaikrbedies to redress any violation
of the foregoing restriction. Any GP Unitholder who breaches the provisio8eaifon 4.4hall be liable to the
Partnership for liqguidated damages in the amount of $10,000, and the Partnership shall have the rifigettthose
damages against amounts otherwise distributable to @ Unitholder hereunder. The Unitholders hereby consent
(a) to the exercise by the Managing General Partner of the powers conferred on it by this Agreement and by the other
Program Agreemds and (b) to the limitations on their rights and powers hereunder, subject only to their inspection
rights underSection 5.3and voting rights undeBection 5.4.

4.5Tax Matters PartnerThe Managing General Partner shall be the "Tax Matters Partneheof t
Partnership for the purposes of Code § 6231(a)(7). In the event of any inquiry or controversy with the Service or other
taxing authority involving the Partnership, the Managing General Partner shall act as the agent of the Partnership to
resolve the maker and may, on behalf of the Partnership, incur any expenses it deems necessary or advisable in the
interest of the Partners in connection therewith, including professional fees and court or administrative costs incurred
in the prosecution thereof or apfds therein.

4.6 Location and Management Fee$he Unitholders acknowledge that Drilco shall be entitled to Location
Fees and Management Fees, subject to the terms and conditions of the PPM, payable by the Program at each Closing
in proportion to theProgram Position in Prospects assigned by Drilco at that Closing under the Prospect Assignment.

4.7 Drilling Cost Reimbursement$he Unitholders acknowledge that Drilco shall be entitled to
reimbursement by the Program for the Partnership's Proportioriitare of drilling and completion costs for any
Program Wells drilled in advance of Partnership funding, on an AFHplaest5% basis, without interest, under the
terms of the Drilling and Operating Agreement.
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4.8Expense ReimbursementEhe Unitholders damowledge that Drilco shall be entitled to reimbursement
by the Partnership of all oetf-pocket expenses incurred for or on behalf of the Partnership, including fees and
expenses of accountants, petroleum engineers, attorneys and insurance brokersfiesgional services rendered to
the Partnership, but excluding any Staip Costs.

4.9 Start-Up CostsThe Partnership shall be responisilfor the payment of all Stait/p Costs of the
Parmnership and the Programp to 10%.

4.10Right to ResignDrilco shdlnot resign as Managing General Partner except in accordance
with Section 7.1.

4.11Exculpation and Indemnification.
(@) Exculpation of the Managing General Partnene Managing General Partner and
its Affiliates shall not be liable or obligated to the Unitholders, the Partnership or the Program for any mistake of fact
or judgment made by the Managing General Partner in operating the affairs and business of the Partnership or the
Program providedthe Managing General Partner acted in good faith and in a manner believed to be in, or not
opposed to, the best interests of the Partnership and the mistake of fact or judgment did not constitute gross
negligence or willful misconduct.

(b) Indemnification oManaging General Partnefhe Partnership shall indemnify and hold
harmless the Managing General Partner and any of its Affiliates performing services on behalf of the Partnership
(collectively," Indemnified Parties"as follows:

(i) In any action, stior proceeding to which an Indemnified Party was or is a party by
reason of the fact that it was acting as the Managing General Partner or was an Affiliate of the Managing
General Partner performing services on behalf of the Partnership or the Prognastving an alleged cause of
action arising from the activities of the Indemnified Party under this Agreement, the other Program Agreements
or otherwise in the management of the affairs of the Partnership or the Program, or which relates to the
Partnershipor the Program, its property, business or affairs, the Partnership shall indemnify the Indemnified
t I NIGe& F3FrAyad SELISyasSasz AyOtdzRAy3a |Gd2NySeQa FSSasz 2dz
reasonably incurred by the Indemnified Partyconnection with the action, suit or proceeding, if the
Indemnified Party acted in good faith and in a manner believed to be in the best interests of the Partnership
and if the Indemnified Party's conduct does not constitute gross negligence or wilifsgbnduct. The
termination of a proceeding by judgment, order, settlement or conviction or upon a ple@lof contendereor
its equivalent, shall not, of itself, create a presumption that an Indemnified Party did not act in good faith and
in the best inerests of the Partnership.

(ii) Expenses (including legal fees and expenses) incurred in defending any
proceeding shall be paid by the Partnership in advance of the final disposition of the proceeding if the
Partnership has received an undertaking by orlehalf of the Indemnified Party to repay the amount,
with interest at a market rate from the date of the advance, unless it shall ultimately be determined by a
court of competent jurisdiction or otherwise, that the Indemnified Party is not entitled taremnified
by the Partnership as authorized hereunder.

(i)  Any indemnification under thiSection 4.11unless ordered by a court, shall be
made by the Partnership only as authorized in the specific case and only upon a determination by a majority
vote of a quorum of all directors of the Managing General Partner, that indemnification of an Indemnified
Party is proper based on the standard of care required hereunder. Any indemnification shall be made only out
of the assets or insurance coverage of thetRarship. In any claim for indemnification for federal or state
securities law violations, the party seeking indemnification shall place before the court the position of the
Securities and Exchange Commission with respect to indemnification for secuaitresolations.

(iv)  The indemnification provided by thBection 4.1Xhall be in addition to any other

rights to which an indemnified Party may be entitled under any agreement or as a matter of law, both as to
action in the Indemnified Party's capacity as the Managing General Partner or an Affiliate of the Managing
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GeneralPartner and as to action in another capacity, shall continue as to an Indemnified Party who has ceased
to serve in that capacity and shall inure to the benefit of the heirs, successors, assigns and administrators of the
Indemnified Party.

(v)  To the extent cemmercially reasonable, the Partnership may purchase and maintain
insurance on behalf of the Managing General Partner and its Affiliates against any liability that may be asserted
against or expense that may be incurred by that Person in connection witPanership's activities, whether
or not the Partnership has indemnified that Persagainst liability under the provisions of this Agreement, The
Partnership shall not bear any additional cost of the insurance attributable to coverage for liabilitiesifdr
the Partnership would not have the power to indemnify under the provisions of this Agreement.

(viy  The provisions of thiSection 4.1%re for the benefit of Indemnified Parties and shall
not be deemed to create any rights for the benefit of any other Persons.

ARTICLE VRIGHTS OF THE UNITHOLDERS

5.1Limited Liability of LP UnitholderdNo LP Unitholder (a) shall be requireddontribute any
capital to the Partnership in excess of his, her or its Capital Contribution or (b) shall have any personal liability
(i) for contribution to any GP Unitholder who is held personally liable for any debt of the Partnership or (ii) for
satisfection of any Partnership or Program obligation.

5.2Rights of LP Unitholders Under the West Virginia Alad the extent not otherwise set forth herein and
except as modified hereby, each LP Unitholder shall have the rights of a limited partner undersh¥iWymia Act.

5.3 Inspection Rights of Unitholder€ach Unitholder, upon reasonable prior notice to the Managing
General Partner, shall have the right to inspect the books, records and accounts of the Partnership at a
reasonable time.Any copies may éaccompanied by an undertaking to reimburse the Partnership for the cost of
copying and mailing.

5.4Voting Rights of Unitholders.
(a) Unitholder Majority Voting Right§ubject to the other provisions of th&ection 5.4the

Unitholders, by affirmative vote of a Majority in Interest, shall have the right, with the concurrence of the Managing
General Partner, to:

0] approve the sale, exchange, leaseotiner transfer of all or substantially all of the assets
of the Partnership or the Programrovided, thatthe Partnership shall pay the Managing General Partner a fee equal
to 5% of the sale proceeds or exchange value of assets sold or exchangetth@ponsummation of any transaction
so authorized,;

(i) approve the resignation of the Managing General Partner and appointment of a
successor managing general partner as providesiction 7.1and

(i)  approve an amendment to this Agreement other than amendmentsrrefl to in
Section 5.4(b).
(b) Unitholder Supermajority Voting Righ&ubject to the other provisions of th&ection 5.4the
Unitholders, by affirmative vote of an 80% Supermajority in Interest of the Unitholders, shall have the right, without
the concurrence of the Managing General Partner, to

0] remove the Managing General Partner and continue the business of the Partneiigihip
a substitute managing general partner as provide&égtion 7.2;

(i) approve the sale, exchange, lease or other transfer of all or substantially all of the assets

of the Partnership or the Program in a transaction not covere&éstion 5.4(a)(ipr dissolve the Partnership in
connection with such transaction as providedarticle IX:and
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(i)  approve any amendment to this Agreement not coveredSegtion 4.1(b)(iprovided,
that, the consent of the Managing General Partner shall be required for any amenidm@rticle VII governing
transfers of interests in the Partnership, and the consent of all the Partners shall be required for any amendment

referred to inSection 5.4(c).

(c)Restrictions on Unitholder Voting Righthe exercise of any right of the Unitholders to vote
upon an action provided for in thSection 5.4hall be canceled upon the Partnership's receipt of a written opinion
of its coursel to the effect that either {ithe action in question may not be take&rithout the concurrence of all
Partners of the Partnership, (ii) the exercise of that right may result in the loss of the LP Unitholders' limited
liability or (iii) the exercise of that right will adversely affect the tax status of the Partnernstapided, that, (A)
the Managing General Partner shall notify the Unitholders promptly after the receipt by the Partnership of an
opinion to the foregoing effect, and (B) any amendment to this Agreement that would result in the loss of any LP
Unitholders limitediability or the loss of the Partnership's status as a partnership for federal income tax purposes
may be approved only by unanimous vote of the Unitholders and the Managing General Partner.

5.5Meeting and Written Consent of Partner&ither the Managingseneral Partner or the Unitholders
holding not less than a 80 % Majority in Interest of the Units then outstanding may, by written notice to the
Partners, call for a meeting of the Partners to consider the adoption of an amendment to this Agreement or any
other action set forth in the notice. The notice shall state the purpose of the meeting and the time, place and date,
not less than 30 days nor more than 60 days thereafter, at which time the meeting shall be held. Whenever, by any
provision of the West Mginia Act or this Agreement, the vote of the Partners at a meeting thereof is required or
permitted to be taken in connection with any matter or action, the meeting may be dispensed with if a consent in
writing, setting forth the action so taken, shak Isigned by the Partners whose affirmative votes would be
sufficient to determine the outcome of the matter or action at a meeting of the Partners.

5.6 Outside activities EachUnitholder shall be entitled to and may have business interests and engage
in business activities in addition to those relating to the Partnership, including business interests and activities
in direct competition with the Partnership. Neither the Partstip nor any of the Partners shall have any
rights by virtue of this Agreement in any independent business venture of any other Unitholder.

5.7 Contribution among GP Unitholderdn the event that a GP Unitholder satisfies any part of a
judgment entered inany action, suit or proceeding for payment of any liabilities (including tort liabilities),
debts or obligations of the Partnership or the Program in excess of his Allocable Portion there&xass
Payment"),he shall promptly notify the Managing Gera Partner, and each other GP Unitholder will be
responsible for and will contribute his Allocable Portion of the Excess Payment. The Managing General
Partner shall promptly provide notice to all GP Unitholders with respect to the nature and amountiof the
respective contribution obligations hereunder, and payments thereof shall be made within 30 days thereafter
in accordance with the instructions set forth in such notice. The provisions ofSihésion 5.7are for the
benefit of the GP Unitholders and sl not be deemed to create any rights for the benefit of any other
Persons.

5.8 Conversion of GP Units into LP Unifd the time that all Program Wells have been drilled and
completed, the Managing General Partner shall take all actions and file alumetts required, in the name
and on behalf of the GP Unitholders, to convert each GP Unit then outstanding into an LP Unit. The
conversion shall change the status of each GP Unitholder to the status of a limited partner of the Partnership
for partnershipliability and federal income tax purposé&®m and after the effective date of conversion but
shall not change the Proportionate Share of any Unitholder. The Managing General Partner shall additionally
have the authority to take all actions and file alstruments required, in the name and on behalf of the GP or
LP Unitholders, to reonvert any LP Unit then outstanding into a GP Unit as circumstances require with
consent of the subject Unitholder and provided, that, such conversion shall not cause aiata@@verse
effect to any other LP or GP Unitholder.

ARTICLE VALLOCATIONS AND DISTRIBUTIONS
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6.1 Determination of Net Profits andNet LossesFor purposes of computing the amount of any
items of income, gain, loss or expense to be reflected in the Capital Accounts (the net thereof hereinafter
referred to as'Net Profits"or "Net Losses")the determination, recognition and classification thefeshall
be the same as their determination, recognition and classification for federal income tax purposes, with the
following modifications:

(a) Depreciation. Amortization or Other Cost Recoveéyyy item of expense attributable to
depreciation, amortization or other cost recovery with respect to any asset of the Partnership shall be in
an amount that bears the same ratio to the Book Value of the asset at the beginning of the applicable
period asthe federal income tax deduction for depreciation, amortization or other cost recovery with
respect to the asset for the fiscal year or other period bears to the adjusted tax basis of the asset at the
beginning of the applicable periogrovided, that,if the federal income tax deduction attributable to
depreciation, amortization or other cost recovery for the fiscal year or other period with respect to any
asset is zero, the item of expense attributable to depreciation, amortization or other cost recaviény
respect to the asset for the applicable period shall be determined with reference to the Book Value of
the asset as of the beginning of the applicable period using any reasonable method selected by the
Managing General Partner.

(b) Taxable Disposition#ny item of income, gain, loss or expense attributable to the taxable
disposition of any property with an adjusted tax basis that is different from the Book Value of the property shall
be determined as if the adjusted tax basis of the property as of the dadisposition were equal in amount to
the Book Value of the property.

(© Investment Tax Credit$f the Partnership's adjusted tax basis in an item of depreciable
property is adjusted pursuant to the Code to reflect any investment tax credit availablerasgect to the
asset, the amount of the adjustment shall be treated as a Partnership expense and shall be allocated in the
ratio in which the investment tax credit (or qualified investment in Code 8§ 38 property) that gave rise to the
basis adjustment islbbcated. Any restoration of the adjusted tax basis occurring as the result of any
recapture of previously allowed investment tax credit with respect to any Partnership property shall be
treated as Partnership income and shall be allocated in the same fativhich the investment tax credit (or
gualified investment in Code § 38 property the disposition of which gave rise to the restoration of adjusted
tax basis) was allocated.

(d)  Nondeductible Expendituresll expenditures of the Partnership not deductible in computing its
taxable income and not properly chargeable to any Capital Account and any otherwise nondeductible organizational
and syndication expenses of the Partnership (as described in Code §h@ad%¥estreated as Partnership expenses.

(e) Exempt Revenu®evenue of the Partnership which is exempt from federal income tax shall be
includedin Net Profits or Net Losses.

) Guaranteed Payment#&ny payments made to a Partner that are treated for federa
income tax purposes as guaranteed payments pursuant to Code § 707(c) shall be treated as Partnership expenses.

() Book Value AdjustmentB the event the Book Value of any Partnership asset is adjusted
pursuant toSection 3.2the amount of the adjustment shall be treated as gain or loss, as appropriate, from a sale of
the asset.

(h)  Simulated Basig-he Partnership shall establish records of the aggregate adjusted depletable
basis of all Partners in each oil and gas property éfiseld in Code § 614) at the time the property is acquired by the
Partnership (thé'Simulated Basis"gnd the Simulated Basis for each property shall be adjusted from time to time, in
the same manner as if the Simulated Basis was the Partnership'sedljugsis in the property, to reflect (i) additions
to basis and (ii) Simulated Depletion as provide8eation 6.1(h)(iand the Simulated Basis, as adjusted, shall be
utilized to determine simulated gain or simulated loss, as provid&keittion 6.1 (h)i).
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0] The Partnership shall compute a depletion allowafi@mulated Depletion"jor each
taxable year based on the Simulated Basis, as theretofore adjusted, equal to either the (A) cost depletion or (B)
percentage depletion at the rate specified in Codg@l8A(c)(5) (but otherwise computed without regard to the
limitations that theoretically could apply to less than all the Partners) attributable to each oil or gas property,
with the method of depletion, cost or percentage, being determined on a propertyrbperty basis in the

first Partnership's taxable year for which it is relevant for the property, with the treatment being binding for all
Partnership taxable years during which the oil and gas property is held by the Partnership, and the Simulated
Depldion allowance with respect to each oil or gas property shall be treated as an expense of the Partnership
and shall be allocated among the Partners pursuarg¢gation 6.2, provided, thatjn no event shall the

aggregate Simulated Depletion allowanceswitspect to an oil or gas property exceed the Partnership's
Simulated Basis of the property.

(i) The Partnership shall compute gain or loss attributable to the sale or other taxable
disposition of an oil or gas property by the Partnership based on the differeetween the amount realized
from the disposition and the Simulated Basis of the property, as theretofore adjusted.

6.2 Allocation of Net Profits and Net Loss from Operatiof®r purposes of maintaining the Capital Accounts
of the Partners andetermining the rights of the Partners in the assets of Batnership, the Net Profit or Net Loss for
each accounting period shall be allocated among the Partners in the order of priority set forth below. Each item of
income, gain, loss or expense giviige to the NetProfit or Net Loss shall be allocated among the Partners in the same
proportion that the Net Profit or Net Loss is allocated. Except as otherwise provided in this Agreement, Net Profits or
Net Losses shall be allocated among the Partnsifeléows:

(a) Allocation ofNet Profits Net Profit for any accounting period shall be allocated among
the Partners in accordanogith their respective Proportionate Shares in effect during the accounting period,
subject to the special allocation for the Inttve Payment providedinder Section 6.11(b).

(b)  Allocation ofNet LossNet Lossor any accounting period shall be allocated among
the Partners with positive balances in their respective Capital Accounts in the same amounts and in the same
proportions aghe net positive balances in the respective Capital Accounts of the Partners. Any remaining Net Loss
shall be allocated among the Partners in accordance with their respective Proportionate Shares in effect during the
accounting period.

(c) Alicoation of Tax edits Any tax credits available to the Partnership and anyctaxit
recaptures for any accounting period shall be allocated among the Partners in accordance with their respective
Proportionate Shares in effect during the accounting period.

6.3 Functional AllocationsNotwithstanding anything to the contrary in this Agreement, all IDC
claimed as expenses by the Partnership shall be allocated in full to the Unitholders, in accordance with their
Proportionate Shares. Any allocation not permittedder Treasury Regulation § 1.704b) or other
applicable law shall be reallocated among Partners in compliance therewith.

6.4 Start Up CostsAll StartUp Costs of the Partnership shall be a Partnership expense up
to 10%.

6.5 Allocations to Comply withRegulations In order to comply with the provisions of Treasury
Regulation 8§ 1.704.(b), 1.704IT and 1.704, the following special allocations of income, gdisss and
expense shall be made, notwithstanding the provision$Settion 6.2.

(a) Deficit Gpital Account AllocationsSubject to the other provisions of thiSection 6.5,
in accordance with Treasury Regulation § 1.704)(2)(ii)(d), no allocation of expenses or losses shall be
made pursuant toSection 6.20 the extent that, as of the end of the period to which the allocation
relates, the allocation would cause or increase a net deficit balance in a Partner's Capital Account. The
expenses and losses shall instead be allocated to any other Partner notciubjéhis limitation. For
purposes of thisSection 6.5(a)each Partner's Capital Account balance shall be determined by:
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(i)  Adding to the Capital Account balance the amount of the Partners share (as determined
pursuant to Treasury Regulation § 1.7PYof the Total Minimum Gain of the Partnership as of the end of the period
for which the determination is being made; and

(i) Subtracting from the Capital Account balance (A) adjustments that are reasonably
expected to be made to the Partner's Capital Account ahefend of the taxable year for depletion allowances,
loss or distribution of Code § 751 property or otherwise as provided in Treasury Regulation 8L{b®)(d)(5),
and (B) an amount equal to the excess of any distributions that, as of the end oktiwpreasonably are
expected to be made to the Partner in any future period over the Net Profits reasonably expected to be allocated
to the Partner during (or prior to) the period for which the distributions are expected to be made.

(b) Qualified Incoméffset Provisionlf a Partner unexpectedly receives an adjustment,
allocation or distribution under this Agreement that causes or increases a net deficit balance in the Partner's
Capital Account as of the end of the period to which the adjustment, aliooadr distributionrelates, the
Partner will be allocated items of income (including gross income) and gain in an amount anémann
sufficient to eliminate the net deficit balance as quickly as possible. The provisid®ectibn 6.5(ayhall
apply for purposes of determining whether any adjustment, allocation or distribution would cause or increase
a net deficit balance in a Partner's Capital Account.

(c) Special Allocations of Nonrecourse Deductidhstwithstanding any provision of
Section 6.2. Section 6.5(and Section 6.5(b)in compliance with Treasury Regulation § 1.7Q4llocations of
Nonrecourse Deductions shall be made among the Partners in the same manner as Net Losses are allocated
under Section 6.2.

(d)  Minimum Gain Chargebé&clf there is a net decrease in the Minimum Gain of the
Partnership during any period, as determined pursuant to Treasury Regulation §2(fj0then each Partner
shall be allocated items of income and gain in accordance with the provisions of Trétsgujation § 1.704

2(9).

(e) Special Allocations of Partner Nonrecourse DeductiNieswithstanding any provision of
Section 6.2, Section 6.5(ahd Section 6.5(b)in compliance with Treasury Regulation 8§ 1.720%),
allocations of Partner Nonrecourse Dedumts shall be made among the Partners in accordance with the
ratios in which the Partners or their Affiliates share the economic risk of loss with respect to the Partner
Nonrecourse Liabilities to which the Partner Nonrecourse Deductions are attributable.

® Partner Nonrecourse Liability Minimum Gain Chargebdfcthere is a net decrease in the
Partner Nonrecourse Liability Minimum Gain during any period, as determined pursuant to Treasury Regulation §
1.7042(i), then each Partner shall be allocated itemingbme and gain in accordance with the provisions of Treasury
Regulation § 1.702(i).

() Subseguent AllocationAny special allocations of items of income, gain, loss or expense made
pursuant to thisSection 6.5hall be taken into account in computing subsequent allocations of income, gain, loss and
expense pursuant t&ection 6.0 that the net amount of any item of income, gain, loss and expense allocated to
each Partner pursuant t8ection 6.2nd thisSecton 6.5shall, to the extent possible, be equal to the amount of the
items of income, gain, loss and expense that would have been allocated to the Partner purs8antitm 6.4f the
special allocations of income, gain, loss or expense required bgtiion 6.5had not been made.

(h) Interpretation of Regulatory Allocationghe provisions of thiSection 6.%re intended to
comply with the requirements of Treasury Regulation 88 1-T@®}, 1.7041 T and 1.704 and shall be interpreted
consistently thereuith.

6.6 Federal Income Tax Allocation¥he allocations of income, gain, loss and expense made pursuant to
Section 6.2hrough Section 6.5re allocations of book income to be made for accounting purposes to determine
the respective balances in the Capifeccounts of the Partners and to establish the rights of the Partners
between themselves in the assets of the Partnership. These allocations may be different from the allocations
among the Partners of the income, gain, loss, deduction, tax preferencetaanctedits of the Partnership for
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federal income tax purposed\llocations of income, gaimgs, deduction, tax preference and tax credits of the
Partnership for federal income tax purposes for each taxable year shall be made among the Partnersvas follo

(@ General Rules for Allocating Income, Loss lEfeneral, all items of income, gain, loss,
deduction and tax preference of the Partnership for each taxable year shall be allocated among the Partners for
federal income tax purposes in the same managthe book items that give rise to the tax items are allocated
among the Partners pursuant ®ection 6.2hrough Section 6.5.

(b) Special Rules Where Tax Basis Differs From Book WahePartnership's adjusted tax basis
for federal income tax purposes in any of its property differs from the Book Value of the property at the beginning
of any taxable year, in determining each Partner's distributive share of the taxable income (orldems thereof)
of the Partnership, each item of income, gain, loss or deduction with respect to the property shall be allocated
among the Partners in a manner that takes into account the difference between the adjusted tax basis for federal
income taxpurposes of the property and its Book Value, all as of the beginning of the taxable year, as required by
Code § 704(c) and any applicable Treasury Regulations thereunder or by Treasury Regulatiorl & )Y12D4).

6.7 Allocation of Profits, Losses an@X Credits Upon Transfer of Partnership Inter@ste items of income,
gain, bss, expense, deduction, tax preference and tax credit allocable under any provisasioh 6.2hrough
Section 6.60 any interest in the Partnership which may have beemsfarred during any period shall be allocated
among the Persons who were the holders of the interest during the period in a manner that takes into account the
varying interests of the Partners in the Partnership during the period, all in accordance wiffreasury Regulations
promulgated under Code § 706(dprovided, thatthe allocation of gain or loss on the disposition of any property in
which the Partnership has a direct or indirect interest shall, to the extent not prohibited under those regs)dten
allocated among the Persons who are Partners in the Partnership on the date the event giving rise to the gain or loss
occurs in accordance with the provisionsS#ction 6.2hrough Section 6.6.

6.8 Special Tax Audit Allocationdlotwithstanding anytiing contained in this Agreement to the contrary, in
the event that the federal taxable income of the Partnership (or any item thereof) is adjusted as the result of an audit
by the Service, the Partners' Capital Accounts shall be adjusted in a mannesftaets the adjustments as though
corresponding book adjustments had been originally reflected in the Net Profits or Net Losses of the Partnership
determined pursuant t&Gection 6.1.

6.9 Interest. If, pursuant to applicable law, a portion of the amouptsid with respect to any Partner's
Capital Contribution to the Partnership shall be deemed to constitute interest rather than principal for federal
income tax purposes, the interest income attributable thereto shall be allocated to the Partner who shall ha
made the deemed interest payments, and the amount of the interest income shall be taken into account in
determining the amount of capital contribution made by the Partner to the Partnership.

6.10Income Tax EffeciThe Partners acknowledge the incomecteonsequences of the allocations
made by thisArticle Vland hereby agree to be bound by those provisions in reporting their shares of
Partnership profits and losses for federal income tax purposes.

6.11 Distribution of Cash

(a) GeneralExcept as provided iSection 6.11(band Section 6.11(c)ll cash of the
Partnership that is not required to meet the obligations of the Partnership or to maintain any reserves
established pursuant t&ection 4.1 (b)(viiighall be distributed not lesthan quarterly to the Partners in
accordance with their Proportionate Shares. Pending distribution of funds, the Managing General Partner may,
but shall not be required to, invest the funds for the account of the Partnership in savings accounts, money
market accounts, prime commercial paper or U.S. government obligations.

(b) West Virginia Nonresident Income Tax Withholdilmgthe event that the Partnership is
required by the West Virginia State Tax Department to remit any amount subject to withholding from a
nonresident Unitholder, the Partnership will deduct the amount withheld from subsequent distributions that
would otherwise be paid to the nonresident Unitholder until the amount remitted is recouped by the
Partnership. Absent the express acknowledgementhe Partnership by the Unitholder that Unitholder is
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exempt from withholding taxes in West Virginia, the Partnership will withhold any taxes assessed by the State
of West Virginia.

ARTICLE MII TRANSFER OF PARTNERS' INTERESTS

7.1 Withdrawal or Assignmenty the Managing General PartneExcept as provided in this
Section 7.1 Drilco may at any time resign or withdraw from the Partnership as the Managing General
Partner, or assign or transfer all or any part of its interest as Managing General Partnevlahtaging
General Partner shall have provided an additional or successor managing general partner. Nothing
contained herein shall not restriar prohibit a collateral assignment or pledge by the Managing General
Partner of its economic rights as a genepalrtner in the Partnership, including its right to receive
distributions of cash and properties, or an assignment of its economic rights as aajeraatner in the
Program to aDrilco Partnership, as contemplated by the PPM.

7.2 Removal of the ManagingGeneral Partner

(a) Without "Cause"At any time, an 80% Majority in Interest of the Unitholders may
propose that the Managing General Partner be removed, without cause. Within 30 days after receipt of any
such proposal, the Managing General Partner shall call a meeting of all Unitholddlefpurpose of voting
on the proposal. At the meeting, the Unitholders. upon the affirmative vote of a 80% Supermajority of the
Unitholders, may remove the Managing General Partner and continue the business of the Partnership and the
Program with a sub#tute Managing General Partner of the Partnership and substitute manager of the
Program provided, that,the Managing General Partner shall receive, upon and as a condition to its removal,
in exchange for its interest in the Partnership and the Programyragivided working interest in the Program
Wells equal to the Drilco Position therein, including its Drilco Reversionary Interest under the Program Wells
under the Program Agreement.

(b) With "Cause'The Managing General Partner may be removed for "cause"\nteaof
not less than 80% of the Units owned by the Unitholders. For purposes of this Section 7.2(b), the term "cause'
shall be defined afraud, willful neglect or reckless misconduct which, in each case, causes material and
irreparable harm to the Company.

7.3Put Option.Pursuant to the terms and conditions as more fully set forth in the PPM, each Unitholder
will havethe option to tencer a request for Drilco to purchase the Unitholder's interest in the Partnership (the
"Put Option")at a price per Unit equal to 3 times the sum of the Partnership's distributions per Unit during the
preceding 12month period (the"Put Price") subject toa 20% reduction for any Put Option exercised within six
months before or after the time Payout is reached under the Program Agreement. The Put Option will be
exercisable on a "firstome, firstserved" basis during the first calendar quarter of each ybaginning three
years after the date of the initial distribution by the Partnership, exercisable upon written notice to Drilco during
any Put Period. The Put Option granted to each Unitholder is conditioned upon Drilco's election to fund the Put
Price fortendered Units.

7.4 Restrictionson Transfer of UnitsExcept as otherwise permitted pursuant to the Put Option as set
forth herein and in the PPM, except as provided in thiicle VII,Units of any Unitholder may not be transferred
in whole or in part. Any transfer or purported transfer of Units not made in accordance witltlide VlIshall
be null and void. and neither the Partnership nor the Managing General Partner shall haliakility for any
payments or allocations in respect thereof to any Person who may have an interest in that payment or allocation
by reason of an attempted transfer or otherwise unless the transfer is made in accordance wiglrtibis VII.
No foreclosire of a Partners interest in the Partnership by a creditor of that Partner shall operate as a
dissolution of the Partnership or release that Partner from any obligations hereunder, and the Person acquiring
any interest in the Partnership upon foreclosisieall not thereby become a Partner or have any rights of a
Partner hereunder, other than the right to receive the Proportionate Share of that Partner in the Partnership
items underArticle VI.
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7.5 Transfer of UnitsExcept as otherwise permitted pursuarnt the Put Option as set forth herein and
in the PPM, unless otherwise provided in tigicle VII,Units may not be transferred except upon death, by
operation of law or by a natural person by gift to direct family members or to a trust for the benefitexdt
family membersprovided, thatthe transfer or assignment complies with applicable securities laws and does not
cause the Partnership to be treated as an association or a publicly traded partnership taxable as a corporation for
federal income taypurposes. Any transfer or assignment by a Unitholder shall not confer upon the transferee or
assignee any right to become a substituted Unitholder, except as provided iAttiéte VII,or release the
assignor Unitholder from his obligations under thigréement. Subject to those restrictions, the Managing
General Partner will recognize an assignment of Units as of the last day of the calendar month following receipt of
notice of the assignment and all required documentation. If requested, the transfef&mits may become a
substituted Unitholder with the consent of the Managing General Partner. Each Partner hereby consents to the
execution on its behalf by the Managing General Partner of an amendment hereto and any other instruments
required for the pupose of admitting a transferee or assignee of any interest in the Partnership as a substituted
Partner hereunder.

7.6 Documents RequiredNo sale or assignment of Units by a Unitholder shall be effective until the assignor
and assignee execute all certétes and other documents and perform all acts that the Managing General Partner
may deem appropriate, in its sole and absolute discretion, to preserve the limited liability of LP Unitholders and the
tax status of the Partnership after the completion of thede or assignment and to assure compliance with all
applicable federal and state securities laws. The costs and expenses of the Partnership and the Managing General
Partner in connection with any assignment shall be borne by the Assignee.

7.7 Incapacity of Unitholderslif a Unitholder dies, his executor, administrator or trustee or, if he is
adjudicated incompetent, his committee, guardian or conservator or, if he becomes bankrupt, the trustee or
receiver of his estate, shall have all the riglaf a Unitholder for the purpose of settling or managing his estate and
such power as the incapacitated Unitholder possessed to assign the Units held by him and to join with an assignee
in satisfying conditions precedent to the assignee becoming a subatitUnitholder. The incapacity of a
Unitholder by death, incompetency or bankruptcy shall not dissolve the Partnership.

7.8 Substituted UnitholdersNo Unitholder shall have the right to substitute a purchpsassignee,
transferee, donee, heilggateeg or other recipient of Units as a Unitholder in his place. Any such purchaser,
assignee, transferee, donee, legatehstributee, or other recipient of Units shall be admitted to the
Partnership as a substituted Unitholder only with the consent of the Mpan@ General Partner. If given, the
consent by the Managing General Partner shall be binding and conclusive without the consent of any
Unitholder and may be evidenced by the execution by the Managing General Partner of a certificate
evidencing the admissioof such Person as a substituted Unitholder.

ARTICLE Vil ACCOUNTING MATTERS

8.1 Accounting Basis for Tax Reporting Purpos@$ie books and records and the financial
statements and reports of the Partnership shall be kept on the accrual basis

8.2 Elections The Managing General Partner may cause the Partnership to make any elections
required or permitted to be made by the Partnership under the Code and not otherwise expressly
provided for in this Agreement in the manner that the Managing Generairfeéa believes will be most
advantageous to the Partners.

8.3 Bank AccountsAll funds of the Partnership shall be deposited in an account or accounts in the
name of the Partnership at a bank or other financial institution selected by the Managing Gé&restakr. All
withdrawals from any such account or accounts shall be made only upon a check or draft signed by the
Managing General Partner or by such Person or Persons as may be designated from time to time by the
Managing General Partner.

ARTICLE IX DISSOLUTION AND LIQUIDATION
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9.1Dissolution The Partnership shall be dissolved and shall terminate and wind up its affairs upon the first
to occur of the following:

(a) a determination by the Managing General Partner that the Partnership should terminate, and
the concurrence in that determination by a Majority in Interest of the Unitholders;

(b) the saleexchange, forfeiture or other disposition of all or substantially all the properties of
the Partnership;

(c) the bankruptcy, insolvency or liquidation of the Managi@eneral Partner, unless a
Majority In Interest of the Unitholders elect to continue the Partnership;

(d) 25 years from the start of this program; or

(e) any event that results in the dissolution of the Partnership under the applicable law, unless
the Managing Geeral Partner and a Majority in Interest of the Unitholders elect to continue the Partnership.

9.2 Liquidation.

(a) Appointment of Liguidatodf the Partnership is dissolved upon the occurrence of any of
the circumstances described 8ection 9.1no further business shall thereafter be conducted by the Partnership
except for taking any action deemed necessary by the Managing General Partner for winding up of the affairs of
the Partnership and distributing its assets to the Partners pursuant ¢opttovisions of thigirticle IX.Upon the
Partnership's dissolution, the Managing General Partner shall act as liquidator or, if it is unable to act in that
capacity, it shall appoint one or more liquidators, any of whom shall have full authority to inbdeuaffairs of
the Partnership and to make final distributions as provided herein.

(b) Stepdo BeTakenby Liquidator.Upon the dissolution of the Partnership. the liquidator shall
take the following steps:

(i) determinethe interest of the Partners in the assets of the Partnership,
(i) determine which Partnership assets should be retained or abandoned, and dispose of
all other Partnership properties and assets at the best cash price obtainable therefore:
(i)  pay all Partneship debts and liabilities, or otherwise make adequate provision
therefore;

(iv)  determine the fair market value of any remaining Partnership assets based on estimates
to be conducted by an independent appraiser, using appropriate appraisal techniques arglitd&iaccount the
nature of the appraised property interests and the recovery of any associated oil and gas reserves by primary,
secondary and tertiary techniques, to the extent deemed feasible in accordance with industry standards;

(v)  adjust the Capital Account of each Partner, consistent 8ihtion 9.2(b)(vi}p reflect
the fair market value of the Partner's interest in any unliquidated assets of the Partnership, by crediting or charging
the Partners Capital Account with the amouhat would have been credited or charged to the Partners Capital
Account if the Partnership's properties and assets to be distributed in kind had been sold at their fair market value
immediately prior to the distribution;

(vi) prepare a final statement of accats showing the status of each Partner's Capital
Account, as adjusted, and the amount, if any, owed by each Partner to the Partnership; and

(vii) distribute to each of the Partners the balance, if any, then remaining in its Capital
Account, as adjusted in acc@ndce with thisSection 9.2rovided, thatthe distribution may be made in cash or in
kind as provided iBection 9.2(cland the proportion of the distribution made in cash to the Partners may vary as
determined by the liquidator in its sole discretion.
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(c) Distributions in Kindin the event the Partnership properties are not adequately divisible to
effect full repayment of the Capital Account balances of the Partners, then the liquidator shall transfer to the Partners
all of the cash of the Partnership, astlall convey and assign to the Partners the remaining Partnership assets to be
held by the Partners as tenants in common, in either case in proportion to the balances in their respective Capital
Accounts.

(d) Payment of a Partner's Indebtedneditwithstanding the foregoing provisions of this
Section 9.2if any Partner shall be indebted to the Partnership, then, until payment of the indebtedness by that
Partner, the liquidator shall retain the Partner's distributive share of Partnership properties and assets and, after
applying the cost of operation of thproperties and assets during the period of the liquidation against the income
therefrom, the balance of the income and any cash assets shall be applied in liquidation of the indebtedness of the
Partner, and if the amount has not been paid or otherwisgililated in full, the liquidator may sell the remaining
assets allocable to the Partner at public or private sale at the best price immediately obtainable, as determined in
the sole judgment of the liquidator. The proceeds of the sale that are necesséiqutdate the Partner's
indebtedness shall then be so applied, and the balance of the proceeds, if any, shall be distributed to the Partner,
reduced by the amount of any debit balance in its Capital Account.

(e) Termination of the Partnershifthe liquidatorshall otherwise comply with all requirements of
the West Virginia Act, or other applicable law, pertaining to the winding up of a general partnership. Upon completion
of the liquidation procedures, the Partnership shall be terminated.

9.3 Compliance withRegulations.

(@) Timing.In the event the Partnership is liquidated within the meaning of Treasury Regulation §
1.7041(b)(2)(ii)(9), the liquidator shall arrange for distributions to be made to the Partners who have positive Capital
Account balances, in comahce with Treasury Regulation 8 1.70@)(2)(ii)(b)(2), before the later of the last day of
the Partnership's taxable year in which the liquidation occurred or thed#y following the date of the liquidation.

(b) Distributions in Trustn the discretiorof the Managing General Partner, distributions
pursuant toSection 9.3(ajnay be made to a trust established for the benefit of the Partners for the purposes of
liquidating Partnership assets, collecting amounts owed to the Partnership and paying any contingent or unforeseen
liabilities or obligations of the Partnership or dfet Partnersprovided it receives an opinion of counsel to the effect
that the trust will not be taxed as an association taxable as a corporation. The assets of the trust shall be distributed
to the Partners from time to time, in the reasonable discretafrthe trustee of the trust, in the same proportions as
the amount distributed to thdrust by the Partnership would otherwise have been distributed to the Partners
pursuant to this Agreement; and a portion or all of the assets may be withheld by theetrud the trust to
provide a reasonable reserve for liabilities and expenses.

9.4 Return of Capital Contributions Solely Out of Partnership Assét®artner shall look solely to
the properties and assets of the Partnership for the return of its Capidalti@bution and, if the properties and
assets of the Partnership remaining after the payment or discharge of the debts and liabilities of the
Partnership are insufficient, the Unitholder shall have no recourse against the Partnership, Managing General
Partner, its Affiliates or any other Partner or Person for that purpose.

9.5 Dissolution Followed by Continuatiorin the event that the Partnership shall be dissolved by
reason of the occurrence of any of the circumstances describeSeiction 9.1or for any other reason. if
the Managing General Partner and a Majority in Interest of the Unitholders shall agree thereto, the
Partnership shall not terminate or wind up its affairs pursuant3ection 9.2out shall be modified upon
the terms mutually ageed to by those Partners anés so modified, shall continue its business as if the
dissolution had not occurred.

ARTICLE K MISCELLANEOUS PROVISIONS

10.1Notices Notices, requestgeports or other communications required to be given or made
hereunder shall be in writing and shall be deemed to be delivered when delivered by hand or when properly
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addressed and posted by U.S. mail, postage prepaid, return receipt requested, to tbenFRezing given the
notice at its last known address. Any notice to the Partnership or to the Managing General Partner shall be
given at the address shown as the Partnership's principal office.

10.2Nature of Interest of PartnersThe interest of eacPartner in the Partnership shall be deemed to be
personal property.

10.3Waiver of Right to Partition Each Partner waives the benefit of any provisions of law that may
provide for partition of real or personal property and agrees that it will not resorahy action at law or
equity to partition any property subject to this Agreement. The foregoing waiver shall survive the termination
and dissolution of the Partnership.

10.4Governing LawThis Agreement shall be construed in accordance with and govénredtrespects by
the laws of the State of West Virginia.

10.5Successors in Interedtach and all of the covenants, agreements, terms and provisions of this
Agreement shall be binding on and inure to the benefit of the parties hereto and. to the gpgemitted by this
Agreement, their respective successors and assigns.

10.6Integration. This Agreement, including the Schedules hereto and the Glossary incorporated
herein by reference to the PPM, constitutes the entire agreement among the parties pertaining to the subject
matter hereof and supersedes all prior and contemporaneous agreemamdsunderstandings of the parties
in connection herewith, except that each Unitholder hereby makes, for the benefit of the Partnership and the
Managing General Partner, each and every representation and warranty of that Unitholder in his Subscription
Agreament in the form attached agxhibitl to the PPM, as fully as though set forth herein.

10.7 Amendments Any amendment or supplement to this Agreement shall be in writing and shall
be signed by or on behalf of the Managing General Partner, on its own bahdlas attorneyin-fact for
the Unitholders. Any amendment to this Agreement shall be effective only if concurred in by the Partners
whose consent may be specifically required that the particular purpose of such amendment hereunder.

10.8Severability If for any reason any provision of this Agreement is determined to be invalid or contrary to
any existing or future law, the invalidity shall not impair the operation of or affect those portions of this Agreement
that are not determined to be invalid.

10.9Headings.The headings in this Agreement are inserted for descriptive purposes only and shall not
control or alter the meaning of any provision hereof.

10.10Rights and Remedies Cumulativehe rights and remedies provided under this Agreement are
cumulatie, and the use of any one right or remedy by a Partner shall not preclude or waive its right to use any or all
other remedies, whether provided for herein, by law or otherwise.

[Signature page follows.]
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WITNESS WHEREOF, the parties heretodxaaited and delivered this Agreement as of the day and year
first above written.

PARTNERSHIP:
DRILCQO017 1H DRILLING PROGRAM

By. DRILCO OIL & GAS, INC.,
Managing General Partner

By:

Hugh D. DalePresident/CEO

MANAGING GENERAL PARTNER:

By:

Hugh D. DalePresident/CEO

INTIAL LIMITED PARTNER:

By:

Hugh D. DalePresident/CEO

UNITHOLDERS:
By: DRILCO OIL & GAS, INC.,

As Attorneyin factfor the unitholders listed onedule A
and Schedule B hereto

By:
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SCHEDULE A
AGREEMENT OF LIMITED PARTNERSHIP

DRILCQ0171H COMPANY, L.L.C.

Name and Address Unit(s) Owned
of LP Unitholder by LP Unitholder

113



114



SCHEDULE B
AGREEMENT OF LIMITED PARTNERSHIP

DRILCQ0171H COMPANY, L.L.C.

Name and Address Unit(s) Owned
of GP Unitholder by GP Unitholder
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EXHIBIT D

FORM OF
ASSIGNMENT OF DRILLING RIGHTS

DRILCQ0171H DRILLING PROGRAM

* %

DRILCQ0171H COMPANY, L.L.C.

[Attached]
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EXHIBIT D
ASSIGNMENT OF DRILLING RIGHTS
DRILCQO0171H DRILLING PROGRAM

ThisASSIGNMENT OF DRILLING RIGHhtisd into as of , 20
by and betweerDRILCQ0171H DRILLING PROGRAMVest Virginia general partnership (tHerogram™).and
DRILCO OIL & GAS, INQWNest Virginia corporatiofiDrilco"),

RECITALS

A. Dirilco has organized DRILE@L.71H COMPANYX..L.C., a West Virginia limited partnership (the
"Partnership") to invest, through the Program, in a portfolio of vertical and horizontal crude oil and natural
gas development wellg'Program Wellsjo be drilled by Drilco on prospects (tHBrospects"Jocated in its
operating areas spanning 7 counti@sWest Virginia within the Appalachian Basin (tReoject Areas").

B. The Partnership is being capitalized through a priygaeement (the'Private Placementdf units
of general and limited partner interests ("Units") on the terms described in Privatefent Memorandum of
the Partnership datedlarch 1,2017(the "PPM").

C. The Program is being capitalized 75% by the Partnership from the sale of Units in the Private
Placement (thé'Partnership Position"and 25% by Drilco (th&rilco Position")Junder the terms of a
partnership agreement of even date herewith between Drilco and the Partnership’Rhagram
Agreement") providing for proportionate allocation of the Program's working interests in the Program
Wells (the"Program Position™)subjectto (i) reduction for any thireparty working interests
("Participating Interests"acquired upon exercise of participation rights under oil and gas leases or farm
outs for portions of the Project AredSThird-Party Rights")(ii) adjustments pursuant to Truedp Account
maintained under this Assignment of Drilling Rights (tAgreement™)and (iii) reallocation upon vesting
of Drilco's reversionary interest under the terms of the Program Agreement"@@mdco Reversionary

Interest").

D. The Program has engaged Drilco to drill and operate the Program Wells under the terms of a
drilling and operating agreement of even date herewith (tirilling and Operating Agreement"),
providing for Drilco to use its besffforts to drill and omplete all of the Program Wells and install
production lines from the wellhead to its existing gathering systems for the Project Areas based on the
drilling schedule and projected drilling and completion costs ("AFE") to be specified therein.

E. The PPM proxes for the Program to pay Drilco, pursuant to COPAS accounting guidelines, a
location fee (the'Location Fee"and management fee (thEManagement Fee"jor the Program Position
in each Prospect assigned under this Agreement and to participate in demgldipe Prospects on a
cost-plus 15% basigntitling Drilco to payments from the Program under the Drilling and Operating
Agreement in an amount equal to 115% of the AFEs for the Program Position in the Program Wells, to be
shared in proportion to the Digo Position and the Partnership Position in the underlying Prospects (the
"AFE CosPlus Obligation™).
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F. The parties dems to enter into Agreement to memorialize their arrangements for Drilco's
assignment of itslevelopment rights for the Program Position in the Prospects [fimgram Interests"),
which shall be limited to the well bore assignments for the wells drilled and penetrated with drill bit into the
following formations:Mississippian sand and Big InjB®rea sandstones and the Devonian Shale formations for
the vertical and horizontal Program Wells.

Accordingly, in consideration of their mutual promises and intending to be legally bound, the parties hereby
agree as follows:

AGREEMENT
1. Construction andDefinitions.

(a) Definitions.As used in this Agreement, (i) capitalized terms defined in the Recitals have the
meanings ascribed to them therein, (ii) the definitions of capitalized words and certain industry terms in the
Glossary included &&xhibitA tothe PPM are incorporated by reference herein and (iii) the following terms have
the respective meanings set forth below:

"Affiliate" means any Person directly or indirectly controlling or controlled by or under direct or
indirect common control with a sprfied Person, andcontrol" when used with respect to any specified Person
means the power to direct the management and policies of that Person, directly or indirectly, whether through
the ownership of voting securities, by contract or otherwise.

"Agreemet” means this Agreement, as amended or supplemented from time to time.

"COPAStheans the Council of Petroleum Accountants Societies.

"Location Feeand"Management Feehave the general meanings set forthRecital Eand shall be payable
to Drilco by the Program in accordance w@hction 3.

"P&A Account'’has the meaning set forth in the Program Agreement.

"Payout"means the point when each Unit holder has received cumulative distributions from the Partnership
aggregaing 110% of the respective Unit subscription price.

"Person"means an individual, any form of business enterprise, including a corporation, Limited
Liability Company, partnership or limited partnership, and any other juridical entity or its representative,
including a trust, estate, custodian, administrator, personal representative, nominee or any other entity
acting on its own behalf or in a representative capacity.

The term"working interest"means an interest in an oil and gas leasehold or well entitiiregholder
to receive a specified percentage of the sale proceeds from oil or gas produced from the leasehold or well and
obligating the holder to bear a specified percentage of the costs of development, operation and production,
including the operating @sts and expenses attributable to the underlying royalty and overriding royalty
interests.

(b) ConstructionWhenever the context requires, the gender of all words used in this
Agreement includes the masculine, feminine and neuter. Unless otherwise expressly provided herein, all
references to Recitals, Articles, Sections and Schedules refer to recitals, aandesections of this
Agreement and schedules to this Agreement.
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2. Assignment®f Production Rights.

(&) Initial AssignmenDrilco hereby assigns and conveys to the Program, on the terms and
following conditions of this Agreement, all of iMississippian sandstone, Big Injun/Berea sandstones, and the
Devonian Shaleights penetrated by drill bit anavell boreassignment only ito the Program Position in the
specific Prospects identified ®chedule & ¢ KAa NXBLINE a Sy ligate asNawbrkrg) deeresih 3 K
owner of the Program Wells drilled thereon, at the working interest percentages attributable to the Program
Position in the specified Prospects, and the Program hereby assumes the obligations of Drilco as a working
interest owne of the Program Paosition in those Program Wells under the Drilling and Operating Agreement.

(b) Supplemental Assignmentat each additional Closing of this Private Placement after the
date hereof, Drilco shall contemporaneously assign and convey to the &mgm the terms and conditions
of this Agreement, all itMississippian sand and Big Injun/Berea sandstones and the DevBhile Rights
penetrated by the drill bit and is a well bore only assignment into the Program Position in the Prospects to be
identified by supplement tdSchedule Arepresenting the right to participate as a working interest owner of
the Program Wells drilled thereon, at the working interest percentages attributable to the Program Position
in the specified Prospects, and the Prograereby assumes the obligations of Drilco as a working interest
owner of the Program Position in those Program Wells under the Drilling and Operating Agreement.

(¢) Formation Specific Assignmenighe Program Interests acquired hereunder are limited
to the well bore assignment only for the Devonian ShRights andshallow oil bearing sands in the
Prospects penetrated by the well bore. The formation specific nature of the Program Interests will res
in Drilco's retention of drilling rights to any pay zones below the Devonian Shale section and/or
penetrated by the drill bit for each Prospect on which a vertical and horizontal Program Well is drilled for
the Program.

(d) Prospect Selectiomrilco shdlhave broad discretion on the selection of the Prospect
locations within the Project Areas, the allocation of Prospects among Project Areas and the timing of their
selection and development, based on updated review of the latest geological and geopldeti@dtom its
recent drillinginitiatives in or near the Project Areas and other criteria and variables that may include timely
approval of permits by state agencies, location denfadsn conflicting coal mining activity andgistical
considerations for meeting Drilco's drillimgpmmitments under oil and gas leases or faomts covering
portions of the Project Areas. Drilco shall also have broad discretion in determining the mix of vertical and horizontal
Program Wells fortite Program. Drilco at its sole discretion may enter into a joint venture outside of the project area
to drill developmental vertical and horizontal oil and gas wells.

(e) Participating InterestsThe owners of any Participating Interests in Program Wells will be entitled
to all the right, title and interest attributable thereto under the oil and gas leases or-tarts creating the ThirdParty
Rights, subject to their proportionate share of alillirg and completion costs and operating expenses for those
Program Wells.

(6] Royalty InterestsThe Prospects are subject to the terms and conditions of the Drilling and
Operating Agreement and the oil and gas leases or fauts covering the Project Areadsacluding all mineral, royalty
and overriding royalty interests provided therein.

(q) Drilco Reversionary Interedthe Partnership Position and the Drilco Position in the Program Wells
are subject to reallocation upon vesting of the Drilco Reversionarydstemder the terms of the Program
Agreement,

3. Location andManagement FeesConsistent with industry practice and COPak$ounting
guidelines, Drilco shall be entitled to the payment of (a) Location Fees from the Program for the Program
Interests in the Prospects at the rate of $80,00€r Program Well site location (b) Management Fees from
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the Program at the rate of $4000@ per gross Program Well. The Location Fees and Management Fees shall
each be reduced in proportion to any Participating Interests in Program Wells being drilled on the
Prospects and shall be payable contemporaneouwsty the assignment of the Program Bition in the
Prospects hereunder.

4. True-Up Account.Drilco will maintain an account hereunder (ti€rue-Up Account"),
reflecting a credit for the Partnership's Proportionate Share of any AFEs for Program Wells in excess of
their actual drilling and compten costs and a debit for its Proportionate Share of any drilling and
completion costs for Program Wells in excess of their AFEs on gpbosbasis. Any net deficit balance in
the TrueUp Account forall Program Wells will be borne by Drilco and applied to proportionately increase
the Drilco Position in the last Program Wells, determined by completion dates. If the deficit exceeds the
Partnership's Proportionate Share of the average AFE-phst obligation per Program Well, the Program
will reassign to Drilco all of the Program Interest in the last Program Well, determined by completion date,
and the Program shall relinquish all right, title and interest therein. Any net surplus in the Upugccount
for all Program Wells will be applied to proportionately increase the Partnership Position in the last
Program Wells. If the net surplus exceeds the AFE-pbst rate for one horizontal well under the Drilling
and Operating Agreement, Drilco will assign omerore additional Prospects to therogram on the same
terms and conditions as the assignments of Prospects uigbmtion 2and will drill an additional Program
Well(s) for the Program om Prospector new Prospectn accordance with the Drilling and Opeirsg
Agreement by application of the surplus funds in the T-tljg Account.

5. MiscellaneousProvisions.
(a) Notices.Any notice given under this Agreement shall be made in writing and shall be

deemed to have been duly given or made if delivered personally, mailed with postage
prepaid by registered or certified mail or sent by courier or facsimile to a party at its addre
set forth or provided below. Any notice so sent shall be deemed to have been given or
delivered (a) at the time that it is personally delivered, (b) within two business days after the
date deposited in the United States mail or one business day aftpodi¢ with an overnight
courier if sent by mail or courier and (c) when receipt is acknowledged, if sent by facsimile. A
party may change its address by giving notice in writing, stating its new address, to the other

party.
If to Drilco:

Drilco Oil &Gas, Inc.

P.O. Box 385

Grantsville, West Virginia, 26147
Fax: (304) 3546809

If to the Program:

Drilco20171H Drilling Program
c/o Drilco Oil & Gas, Inc.

P.O. Box 385

Grantsville, West Virginia, 26147
Fax:(304) 3546809

(b) Governind aw.This Agreement shall be construed in accordance with and governed in all
respects by the laws of the State of West Virginia.
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(c) Successors in Interedach and all of the covenants, agreements, terms and provisions of
this Agreement shall be binding on amture to the benefit of the parties hereto and, to the extent
permitted by this Agreement, their respective successors and assigns.

(d) Integration.This Agreement, including the Schedule and the Glossary incorporated herein by
reference to the PPM, constitutes the entire agreement between the parties pertaining to the subject matter hereof
and supersedes all prior and contemporaneous agreements addnstandings of the parties in connection herewith.

(e) AmendmentsAny amendment or supplement to this Agreement shall be in writing and shall
be signed by or on behalf of each of the parties.

() HeadingsThe headings in this Agreement are inserted for desggpurposes only and
shall not control or alter the meaning of any provision hereof,

[Signature page follows.]
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IN WITNESS WHEREOF, the parties hereto have executed and delivered this Agreement as of
the day andyear first above written.

DRILCQO0171H DRILLING PROGRAM

By:DRILCO OIL & GAS, INMIanaging General
Partner

By:

Hugh D. DalePresident/CEO

DRILCO OIL & GAS, INC.

By:

Hugh D. DalgPresident/CEO
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SCHEDULE A
WELLBORE ASSIGNMENT OF DRILLING RIGHTS

DESCRIPTION OF PROSPECTS

(To becompleted (and updated) by managing General Partner upon selection of Drilling Locations)

123



WELL BORE ASSIGNMENT
AND ASSOCIATED OIL AND GAS INTERESTS

State of West Virginia Record and Return to:
Drilco20171H Drilling Program LLC
County of Drilco Oil & Gas, Inc.
P.O. Box 385

Grantsville, West Virginia, 26147

KNOW ALL MEN BY THESE PRESENTS THAT, WHieRBAStsigned, Drilco Oil & Gas, Iz \West Virginia
corporation, whose chief executive offices are locate@@21 Calhoun Hwy, Grantsville, West Virginia 26147, hereinafter refeed to as
GAssignoé = F2NJ YR Ay O2YyaARSNIGA2Y 2F ¢Sy 52ttt N&B obmndnnd Ay Kl
sufficiency of which is hereby acknowledged, does hereby grant, convey, sell, assign, transfer and set over ua@i Dttt ®riling
Program LLC, a West Virginia limited liability corporation, with its offices located at 2021 Calhoun Hwy, Grantsvilédiviest
Hc MnAsSigneggd ¥ (GKS t NRPLISNIieé a RSTAYSR 0St263 & (KSDBEFINPDLISNIie O2 |
BELOW, AND LAID OUDRILCO 1H DRILLING PROGR#&M EXHIBIT BONLY OF THESERT WELL NAME]
YUY P YUY Y Y Y Y el O FRRY? $E A dORIED SKRFACR OtATONR YV 2 v
leased to AssigmaERT MINERAL NAME]
VYUY PP YL YU PP PSSP PSP PGP Y P degaReaND X KISY R S S 6 INE
of oil, gas and other minerals from the Wellbore, penetrated by the drill bit for this program, EXCEPTING AND RESERVING unto
Pa&aA3ay 2N FEt 2F aaA3dy2NRaE8 NAIKGS GAGEST FYR AydSNBdswhichy (KS
are the subject of the oil and gas Leases.

¢tKS PhpeE aYSEya ff NARIKGAS GAGEST FyR 2Af FyR 3Fa fSIaSkK
from the surface to its actual deptprovided thatsuch total depth shall not be deepthan 6,000 feet from the surface (the
dWellbore¢ O T YR 600 (GKS SEOfdzAAGS NRIKG (G2 LISYySGINIGS Ayidz GKS &c

petroleum hydrocarbons; (c) all of the oil, gas, and/or minerals produced frowélieso long as its total depth is no deeper than

6,000 feet from the surface including with limitation presently existing oil, and casinghead gas, natural gas and /or other

hydrocarbons in the wellbore; TO HAVE AND TO HOLD the same unto the samadepnawigions contained in said leases,

contracts and assignments relating thereto and to all laws, rules, and regulations of all governmental bodies and agéngies ha

jurisdiction thereof, all of which Assignees herby assume insofar as same are dppticdie interest herby assigned, The term

fLeases() YSIya wLb{9w¢ [9D![ 59{/wLt¢Lhb hC [9!{9% Lb/[!5LbD w9/

This Assignment is being entered into and pursuant to and is subject to the terms, conditions, and reservations set forth i
that certainDRILCO 1H DRILLING PROGR®Mby and between Assignor and Assignee dated @siSERT AGREEMENT
DATE] . This Assignment is made without warranty of title. The provisions hereof shall be construed
as covenantsunning with the respective Leases and rights assigned hereunder, and shall be binding upon the respective successors
and assigns of Assignor and Assignee.

IN WITNESS WHERE®#5 Assignment is executed this day of ,2017.
ASSIGNOR: ASSIGNEE:
DRILCQ0171H DRILLING PROGRAM LLC., Address:

DRIICO OIL & GAS, INC
Federal ID #: 42391454

By.

Hugh D. Dalresident/CEO
Physical Address:

2021 Calhoun Hwy

GrantsvilleWest Virginia 26147
Mailing Address:

P.O. Box 385 Federal ID/SSN:

Grantsville, West Virginia, 26147

By:

Name(please print)
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EXHIBIT F

REGIONAL GEOLOGY REPORT
DRILCQ0171H DRILLING PROGRAM

[Attached]
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EXHIBIT F
GEOLOGY REPORT

DRILCQ0171H DRILLING PROGRAM

Ritchie and Gilmer CountiesWest Virginia
Introduction

The Project Areas span parts of Ritchie and Gilmer Counties, West Virginia. This region falls within
the northcentral portion of the Appalachian Basin, which is well known for low risk,lib@geserves.
Existing production comes mainly targeting the upper Mississippian Section and Devonian Shale horizons
Several vertical and horizontal Program Wells, which can be completed in multiple zones without the risk of
fluid migration, are targeting thehallower Big Injun, Mississippian, Berea sand, Devonian Shale and
Marcellus.

Production History

Both oil and natural gas were discovered in western Virginia by the first explorers in ther60d George
Washington acquired 250 acres in what is now WegiMa because it contained an oil and gas spring. This was in
1771, making the father of our country the first industry speculator.

A thriving commercial oil industry was in process as early as 1819 with the first major wells drilled at Petroleut®, outsi
Parkersburg, early in 1859; and Burning Springs a year later in 1860. Natural gas was moved in wooden pipes from wells
to be used as a manufacturing heat source by the Kanawha salt manufacturers as early as 1831.

These events truly mark the beginningfshe oil and gas industry in the United States.

Structure

Structurally, the Ritchie County area lies within the outer plateau province of the Appalachian basin. This is an
area of gentle, broad, lowelief folds. Structural maps of Cardwell showdedolds in neighboring counties to have
amplitudes of, generally, 400 feet or less, and wavelengths of 4 to 12 miles at the Greenbrier level. Structural maps of
Haught show much less structure in the study area, with the exception of the prominent Bi8piings Anticline,
which bisects the area from north to south.

The Big Injun of drillers in this area actually refers to both the basal Greenbrier zone mentioned above, and sands

present at the top of the Pocono Group. The Pocono portion of thénRig is truncated in much of the area by the
unconformity on bp of the Lower Mississippian.
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Generalized Stratigraphic Chart for West Virginia

Eastern WV

Igneous Intrusives

Igneous Intrusives

Dunkard Group

Era| System | gtage Western WV

Monongahela Fm.

Conemaugh Group
Allegheny Fm.

Kanawha Fm. :
New River Fm. |— Pottsville
Pocahontas Fm. Group

- Cl land Sh.
Ohio Sh.—l Chagrin Sh.
Huron Sh.
H Sh.
Java Fm'_l: Pizg:eoé?;ek Sh.
Al la Sh.
West Falls Fm{ Rgign(;:treet Sh.
Cash Sh.
Sonyea Fm.—[_ §ishacuash:
Genesee Fm./ West River Sh.
Harre" Sh Geneseo Sh./Burket Sh.

- Tully Ls.
Hamilton Group _E Mahantango Fm.

Marcellus Sh.

Drillers’
Terminology
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