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Item 5.02. Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of Certain
Officers.
 
Employment Agreements
 

On April 20, 2017, the Compensation Committee (the “Committee”) of the Board of Directors (the “ Board”) of Yuma Energy, Inc., a Delaware corporation
(the “Company”), approved and the Company entered into amended and restated employment agreements (the “ Employment Agreements”) with Sam L. Banks,
Chief Executive Officer of the Company, Paul D. McKinney, President and Chief Operating Officer of the Company, and James J. Jacobs, Executive Vice President
and Chief Financial Officer of the Company (collectively, the “named executive officers”).
 

Under the terms of the Employment Agreements, Messrs. Banks, McKinney and Jacobs will receive annual base salaries in the amount of $525,000,
$400,000, and $350,000, respectively, subject to any increase the Committee may deem appropriate from time to time. In addition, Messrs. Banks, McKinney and
Jacobs will have the opportunity to earn incentive compensation in the form of an annual cash bonus with target amounts of 100%, 100% and 90%, respectively, of
their base salaries. Messrs. Banks, McKinney and Jacobs will be entitled to receive long-term equity incentive awards on an annual basis with a target value of no
less than 400%, 300% and 250%, respectively, of their base salaries and with vesting terms in the sole discretion of the Board.
 

The Employment Agreements include severance provisions that apply upon certain terminations of employment. As a condition to the payment of any
severance benefit described below, the Company may require the named executive officer to execute and not revoke a release of claims in favor of the Company.
The Employment Agreements also contain certain restrictive covenants, including the obligation not to compete against the Company and a confidentiality
requirement. In the event the named executive officer violates these restrictive covenants, the Company may cease paying all severance benefits to the named
executive officer and may recover an amount equal to any severance benefits previously paid to the named executive officer under his Employment Agreement.
 

If the named executive officer’s employment is terminated by the Company other than for cause or termination by the named executive officer for good
reason, the Employment Agreements provide that (1) (i) Mr. Banks will receive payment in a lump sum of accrued salary and bonus and a severance payment of two
(2) times the sum of his (a) base salary and (b) target annual bonus for the year of termination and (ii) Messrs. McKinney and Jacobs will receive payment in a lump
sum of accrued salary and bonus and a severance payment of one and one-half (1.5) times the sum of his (a) base salary and (b) target annual bonus for the year of
termination; (2) the Company will pay its portion of COBRA continuation coverage, as well as pay certain costs of continuing medical coverage for the named
executive officer for up to twelve (12) months after the expiration of the maximum required period under COBRA; and (3) all of the named executive officer’s granted
but unvested awards under the Yuma Energy, Inc. 2014 Long-Term Incentive Plan, as amended (the “Plan”), shall immediately vest and related restrictions shall be
waived.
 

If a change of control has occurred and the named executive officer’s employment is terminated without cause, or by the named executive officer with good
reason during the period beginning six months prior to and ending eighteen (18) months following the change of control (the “change of control period”), the
named executive officers are entitled to the same severance benefits described above, except that the severance amount will be three (3) times for Mr. Banks and
two (2) times for Messrs. McKinney and Jacobs, the sum of the named executive officer’s (a) base salary and (b) target annual bonus.
 

The Employment Agreements provide that in the event of a termination of employment by the Company for cause or by the named executive officer without
good reason, the named executive officer will be entitled to accrued but unpaid base salary and benefits through the date of termination but will forfeit any other
compensation from the Company.
 

The Employment Agreements also contain customary confidentiality and non-solicitation provisions. The non-solicitation provisions of the Employment
Agreements prohibit the named executive officers from soliciting for employment any employee of the Company or any person who was an employee of the
Company. This prohibition applies during the named executive officer’s employment with the Company and for up to two years depending on the severance benefits
received by the named executive officer following the termination of his employment and extends to offers of employment for his own account or benefit or for the
account or benefit of any other person, firm or entity, directly or indirectly.
 

The preceding is a summary of the material provisions of the Employment Agreements and is qualified in its entirety by reference to the complete text of the
Employment Agreements filed as Exhibit 10.1, Exhibit 10.2 and Exhibit 10.3 to this Current Report on Form 8-K and incorporated by reference herein.
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Form of Equity Award Agreements
 

On April 20, 2017, the Committee approved the form of stock appreciation right agreement (the “ Employee SAR Agreement”) for stock appreciation right
awards granted to employees of the Company from time to time under the Plan, which is included as Exhibit 10.4 hereto; and the form of stock option agreement (the
“Employee Stock Option Agreement”) for stock option awards granted to employees of the Company from time to time under the Plan, which is included as Exhibit
10.5 hereto. The descriptions of the form of Employee SAR Agreement and the form of Employee Stock Option Agreement contained in this Item 5.02 do not purport
to be complete and are qualified in their entirety by reference to the form of Employee SAR Agreement included as Exhibit 10.4 and the form of Employee Stock
Option Agreement included as Exhibit 10.5 to this Current Report on Form 8-K and are incorporated by reference herein.
 
Executive Officer Long-Term Equity Incentive Awards
 

On April 20, 2017, the Committee approved long-term equity incentive awards under the Plan for Messrs. Banks, McKinney and Jacobs. The table below sets
forth the stock appreciation right awards and stock option awards for Messrs. Banks, McKinney and Jacobs, as follows:
 

Executive  

Number of Shares
of Common Stock

Underlying the
Stock

Appreciation
Rights   

Number of Stock
Options  

Sam L. Banks   193,182   361,702 
Paul D. McKinney   159,091   297,872 
James J. Jacobs   125,000   234,043 
 

The stock appreciation right awards and the stock option awards will vest in three equal annual installments beginning on February 6, 2018, subject to
acceleration under certain circumstances as provided in the Plan or otherwise agreed to by the Company. The stock appreciation right awards will be settled in cash.
Each stock appreciation right was granted with an exercise price of $4.40 per stock appreciation right. Each stock option was granted with an exercise price of $2.56
per share, which was the closing market price for a share of the Company’s common stock on the date of grant.
 
Founders’ Awards
 

On April 20, 2017, the Committee also approved long-term equity incentive awards under the Plan for Messrs. McKinney and Jacobs (the “ Founders’
Awards”). The table below sets forth the number of stock appreciation rights granted under the Founders’ Awards for Messrs. McKinney and Jacobs, as follows:
 

Executive  

Number of
Shares of
Common

Stock
Underlying
the Stock

Appreciation
Rights  

Paul D. McKinney   341,463 
James J. Jacobs   268,293 
 

The Founders’ Awards will vest in full on February 6, 2020, subject to acceleration under certain circumstances as provided in the Plan or otherwise agreed
to by the Company. The Founders’ Awards will be settled in cash. Each stock appreciation right under the Founders’ Awards was granted with an exercise price of
$4.40 per stock appreciation right.
 
Non-Employee Director Compensation Program
 

On April 20, 2017, the Committee established the following compensation program for non-employee members of the Board: (i) an annual cash retainer of
$45,000 and (ii) an annual equity grant with a fair market value of approximately $75,000 at the time of grant; however, the Committee based the 2017 annual equity
grant on a price of $4.40 per share. In addition, the audit committee chair will be entitled to receive an additional $15,000 cash payment annually and the Non-
Executive Chairman of the Board will be entitled to receive an additional $15,000 cash payment annually. Directors who are employees of the Company receive no
additional compensation for serving on the Board. The Committee also ratified the following compensation for non-employee members of the Board for the period
from November 1, 2016 through December 31, 2016: (a) a prorated annual cash retainer of $40,000, (b) a prorated $15,000 annual cash retainer for the audit
committee chair, and (c) a prorated $8,000 annual cash retainer for the compensation committee chair.
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On April 20, 2017, the Committee approved restricted stock awards (the “ Director RSAs”) to the non-employee directors as follows:

 

Non-Employee Director  
Restricted Stock

Awards  

James W. Christmas   17,045 
Frank A. Lodzinski   17,045 
Neeraj Mital   17,045 
Richard K. Stoneburner   17,045 
J. Christopher Teets   17,045 
 

The Director RSAs vested as to 4,262 shares on the date of grant, and 4,261 shares will vest on each of June 30, 2017, September 30, 2017 and December
31, 2017, subject to the director’s continued service on the Board.
 
Item 9.01.    Financial Statements and Exhibits.
 

(d)            Exhibits.
 

The following exhibits are included with this Current Report on Form 8-K:
 
Exhibit No.  Description  
10.1  Amended and Restated Employment Agreement dated April 20, 2017 between Yuma Energy, Inc. and Sam L. Banks.
10.2  Amended and Restated Employment Agreement dated April 20, 2017 between Yuma Energy, Inc. and Paul D. McKinney.
10.3  Amended and Restated Employment Agreement dated April 20, 2017 between Yuma Energy, Inc. and James J. Jacobs.
10.4  Form of Stock Appreciation Right Agreement.
10.5  Form of Stock Option Agreement.
 
 

4

EDGAR Stream is a copyright of Issuer Direct Corporation, all rights reserved.

yuma_ex101.htm
yuma_ex102.htm
yuma_ex103.htm
yuma_ex104.htm
yuma_ex105.htm


 
 

SIGNATURE
 
 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
hereunto duly authorized.
 
 
 YUMA ENERGY, INC.  
    
Date: April 26, 2017 By:  /s/ Sam L. Banks  

  Name: Sam L. Banks  

  Title: Chief Executive Officer  
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EXHIBIT INDEX
 
 
Exhibit No.  Description  

10.1  Amended and Restated Employment Agreement dated April 20, 2017 between Yuma Energy, Inc. and Sam L. Banks.
10.2  Amended and Restated Employment Agreement dated April 20, 2017 between Yuma Energy, Inc. and Paul D. McKinney.
10.3  Amended and Restated Employment Agreement dated April 20, 2017 between Yuma Energy, Inc. and James J. Jacobs.
10.4  Form of Stock Appreciation Right Agreement.
10.5  Form of Stock Option Agreement.
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Exhibit 10.1
AMENDED AND RESTATED EMPLOYMENT AGREEMENT

 
April 20, 2017

 
 
This Amended and Restated Employment Agreement (this “ Agreement”) is entered into by and between YUMA ENERGY, INC., a Delaware corporation (the
“Company”), and Sam L. Banks (the “Employee”) as of the date first set forth above (the “ Effective Date”) on the terms set forth herein.
 
WHEREAS, The Yuma Companies, Inc., a Delaware corporation (“ TYC”), and the Employee previously entered into an employment agreement dated October 1,
2012 (the “TYC Employment Agreement”);
 
WHEREAS, Yuma Energy, Inc., California corporation (“ Yuma California”), assumed obligations under the TYC Employment Agreement as part of the closing of a
merger on September 10, 2014; and
 
WHEREAS, the Company assumed the TYC Employment Agreement as part of the closing of the merger on October 26, 2016; and
 
WHEREAS, the Company and the Employee amended the TYC Employment Agreement on October 26, 2016 (as amended, the “ Original Employment Agreement”);
and
 
WHEREAS, the Company and the Employee desire to amend and restate the Original Employment Agreement on the terms and conditions set forth herein.
 
NOW THEREFORE, the parties, intending to be legally bound, agree as follows:
 
1.            Position and Duties.
 
1.1            Employment; Titles; Reporting. The Company agrees to continue to employ the Employee and the Employee agrees to continue employment with the

Company, upon the terms and subject to the conditions provided under this Agreement. During the Employment Term (as defined in Section 2), the
Employee will serve the Company as member of the Board and Chief Executive Officer. In such capacity, the Employee will report to the Board and
otherwise will be subject to the direction and control of the Board of Directors of the Company (including any committee thereof, the “Board”) and will have
such duties, responsibilities and authorities as may be assigned to him by the Board from time to time and otherwise consistent with such position in a
publicly traded company comparable to the Company which is engaged in natural gas and oil exploration, development, acquisition and production.

 
1.2            Duties. During the Employment Term, the Employee will devote substantially all of his full working time to the business and affairs of the Company, will

use his best efforts to promote the Company’s interests and will perform his duties and responsibilities faithfully, diligently and to the best of his ability,
consistent with sound business practices. The Employee may be required by the Board to provide services to, or otherwise serve as an officer or director
of, any direct or indirect subsidiary of the Company. The Employee will comply with the Company’s policies, codes and procedures, as they may be in
effect from time to time, applicable to executive officers of the Company. Subject to the preceding sentence, the Employee may engage in other business
and charitable activities, provided that such charitable and/or other business activities do not violate Section 7, create a conflict of interest or the
appearance of a conflict of interest with the Company or materially interfere with the performance of his obligations to the Company under this Agreement.

 
1.3            Place of Employment. The Employee will perform his duties under this Agreement at the Company’s offices in Houston, Texas, with the likelihood of

business travel from time to time.
 
2.            Term of Employment.
 
The term of the Employee’s employment by the Company under this Agreement (the “ Employment Term”) commenced on the Effective Date and will continue until
employment is terminated by either party under Section 5. The date upon which the Employee’s employment ends is referred to in this Agreement as the “Termination
Date.” For the purpose of Sections 5 and 6 of this Agreement, the Termination Date shall be the date upon which the Employee incurs a “separation from service” as
defined in Section 409A of the Internal Revenue Code of 1986, as amended (the “Code”), and regulations issued thereunder.
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3.            Compensation.
 
3.1            Base Salary. During the Employment Term, the Employee will be entitled to receive a base salary (“ Base Salary”) at an annual rate of not less than

$525,000 for services rendered to the Company and any of its direct or indirect subsidiaries, payable in accordance with the Company’s regular payroll
practices. The Employee’s Base Salary will be reviewed annually by the Board and may be adjusted upward in the Board’s sole discretion, but not
downward.

 
3.2            Annual Bonus Compensation. During the Employment Term, the Employee shall have the opportunity to earn incentive compensation in the form of an

annual bonus target equal to 100% of Base Salary, as in effect at the beginning of the applicable calendar year, based on the achievement of performance
goals established by the Board in its sole discretion under any incentive compensation or other bonus plan or arrangement as may be established by the
Board from time to time (collectively, the “Employee Bonus Plan”). Under the Employee Bonus Plan, the Board may, in its discretion, set, in advance, an
annual target bonus for the Employee. The percentage of the Employee’s Base Salary that the Board designates for the Employee to receive as his annual
target bonus under any Employee Bonus Plan, as such percentage may be adjusted upward or downward from time to time in the sole discretion of the
Board, or replaced by another methodology of determining Employee’s target bonus, is referred to herein as the Employee’s “Bonus Level
Percentage.” The amount paid to the Employee through application of the Bonus Level Percentage is the Employee’s “ Bonus Level Amount.” The “Annual
Bonus” is the Bonus Level Amount paid to the Employee in any given year. The Annual Bonus, if any, will be paid within two and one-half (2.5) months
after the end of the applicable calendar year. Except as otherwise provided in Section 6, (i) the Annual Bonus will be subject to the terms of the Employee
Bonus Plan under which it is granted and (ii) in order to be eligible to receive an Annual Bonus, the Employee must be employed by the Company on the
day that Annual Bonuses are paid.

 
3.3            Long-Term Incentive Compensation. With respect to each calendar year of the Company ending during the Employment Term, the Employee shall be

eligible to receive annual long-term equity incentive awards under the Company’s 2014 Long-Term Incentive Plan (the “Plan”) or any successor plan, with
a target value of no less than 400% of Base Salary (based on the grant date value of any such award). Each such award shall contain vesting and other
terms in the sole discretion of the Board. All other terms and conditions applicable to each such award shall be determined by the Board and shall be no
less favorable than those that apply to similarly situated executive officers of the Company.

 
4.            Expenses and Other Benefits.
 
4.1            Reimbursement of Expenses. The Employee will be entitled to receive prompt reimbursement for all reasonable expenses incurred by him during the

Employment Term (in accordance with the policies and practices presently followed by the Company or as may be established by the Board from time to
time for the Company’s senior executive officers) in performing services under this Agreement; provided that the Employee properly accounts for such
expenses in accordance with the Company’s policies as in effect from time to time. Such reimbursement shall be paid on or before the end of the calendar
year following the calendar year in which any such reimbursable expense was incurred, and the Company shall not be obligated to pay any such
reimbursement amount for which Employee fails to submit an invoice or other documented reimbursement request at least ten (10) business days before
the end of the calendar year next following the calendar year in which the expense was incurred. Business related expenses shall be reimbursable only to
the extent they were incurred during the term of the Agreement, but in no event shall the time period extend beyond the later of the lifetime of Employee
or, if longer, five (5) years. The amount of such reimbursements that the Company is obligated to pay in any given calendar year shall not affect the
amount the Company is obligated to pay in any other calendar year. In addition, the Employee may not liquidate or exchange the right to reimbursement of
such expenses for any other benefits.

 
4.2            Vacation. The Employee will be entitled to paid vacation time each year during the Employment Term that will accrue in accordance with the Company’s

policies and procedures now in force or as such policies and procedures may be modified with respect to all senior executive officers of the Company.
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4.3            Other Employee Benefits. In addition to the foregoing, during the Employment Term, the Employee will be entitled to participate in and to receive benefits

as a senior executive under all of the Company’s employee benefit plans, programs and arrangements available to senior executives, subject to the
eligibility criteria and other terms and conditions thereof, as such plans, programs and arrangements may be duly amended, terminated, approved or
adopted by the Board from time to time.

 
4.4            Overriding Royalty Interest Plan. Any overriding royalty interest (“ ORRI”) granted to the Employee on either a lease or a well prior to the Effective Date

pursuant to the Company’s Overriding Royalty Interest Plan dated November 7, 2013 and as amended in 2014 (the “ORRI Plan”) and/or the Original
Employment Agreement shall be fully vested as of the Effective Date. After the Effective Date, the Employee shall not be entitled to any grants of an ORRI
pursuant to the ORRI Plan.

 
5.            Termination of Employment.
 
5.1            Death. The Employee’s employment under this Agreement will terminate upon his death.
 
5.2            Termination by the Company .
 

( a )           Terminable at Will. The Company may terminate the Employee’s employment under this Agreement at any time with or without Cause (as defined
below).
 

( b )           Definition of Cause. For purposes of this Agreement, the Company will have “ Cause” to terminate the Employee’s employment under this
Agreement by reason of any of the following:
 

(i) the Employee’s conviction of, or plea of nolo contendere to, any felony or to any crime or offense causing substantial harm to any of the Company
or its direct or indirect subsidiaries (whether or not for personal gain) or involving acts of theft, fraud, embezzlement, moral turpitude or similar conduct;

 
(ii) the Employee’s repeated intoxication by alcohol or other drugs during the performance of his duties;
 
(iii) the Employee’s willful and intentional misuse of any of the funds of the Company or its direct or indirect subsidiaries;
 
(iv) embezzlement against the Company or its direct or indirect subsidiaries by the Employee;
 
(v) the Employee’s willful and material misrepresentations or concealments in any written reports submitted to any of the Company or its direct or

indirect subsidiaries;
 
(vi) the Employee’s willful and intentional material breach of this Agreement;
 
(vii) the Employee’s material failure to follow or comply with the reasonable and lawful written directives of the Board; or
 
(viii) conduct constituting a material breach by the Employee of the Company’s then current Corporate Code of Business Conduct and Ethics, and

any other written policy referenced therein; provided that in each case the Employee knew or should have known such conduct to be a breach.
 

( c )           Notice and Cure Opportunity in Certain Circumstances . The Employee may be afforded a reasonable opportunity to cure any act or omission that
would otherwise constitute “Cause” hereunder according to the following terms: The Board shall give the Employee written notice stating with reasonable specificity
the nature of the circumstances determined by the Board in its reasonable and good faith judgment to constitute “Cause.” If, in the reasonable and good faith
judgment of the Board, the alleged breach is reasonably susceptible to cure, the Employee will have thirty (30) days from his receipt of such notice to effect the cure
of such circumstances or such breach to the reasonable and good faith satisfaction of the Board. The Board will state whether the Employee will have such an
opportunity to cure in the initial notice of “Cause” referred to above. Prior to termination for Cause, in those instances where the initial notice of Cause states that the
Employee will have an opportunity to cure, the Company shall provide an opportunity for the Employee to be heard by the Board or a Board committee designated by
the Board to hear the Employee. The decision as to whether the Employee has satisfactorily cured the alleged breach shall be made at such meeting. If, in the
reasonable and good faith judgment of the Board, the alleged breach is not reasonably susceptible to cure, or such circumstances or breach have not been
satisfactorily cured within such thirty (30) day cure period, such breach will thereupon constitute “Cause” hereunder.
 
 

3

EDGAR Stream is a copyright of Issuer Direct Corporation, all rights reserved.



 

 
5.3            Termination by the Employee .
 

( a )            Terminable at Will. The Employee may terminate his employment under this Agreement at any time with or without Good Reason (as defined
below).
 

( b )           Notice and Cure Opportunity . If such termination is with Good Reason, the Employee will give the Company written notice, which will identify with
reasonable specificity the grounds for the Employee’s resignation and provide the Company with thirty (30) days from the day such notice is given to cure the alleged
grounds for resignation contained in the notice. A termination will not be for Good Reason if such notice is given by the Employee to the Company more than ninety
(90) days after the occurrence of the event that the Employee alleges is Good Reason for his termination hereunder.
 

( c )           Definition of Good Reason Other Than Upon Change of Control . For purposes of this Agreement, other than in the event of a Change of Control,
“Good Reason” will mean any of the following to which the Employee will not consent in writing: (i) a material reduction of the Employee’s then current Base Salary;
(ii) failure by the Company to pay in full on a current basis (A) any of the compensation or benefits described in this Agreement that are due and owing, or (B) any
amounts due and owing to the Employee under any long-term or short-term or other incentive compensation plans, agreements or awards; (iii) material breach of any
provision of this Agreement by Company; (iv) any material reduction in the Employee’s title, authority or responsibilities as set forth in this Agreement; or (v) a
relocation of the Employee’s primary place of employment to a location more than fifty (50) miles from the Company’s location in Houston, Texas at the Effective
Date.
 

(d)           Definition of Good Reason For Purposes of Change of Control. For purposes of a Change of Control, “ Good Reason” will mean any of the following
to which the Employee will not consent in writing, but only if the Termination Date is within six (6) months before or eighteen (18) months after a Change of Control:
(i) a material reduction in either the Employee’s then current Base Salary, Bonus Level Percentage, or both; (ii) failure by the Company to pay in full on a current
basis (A) any of the compensation or benefits described in this Agreement that are due and owing, or (B) any amounts due and owing to the Employee under any
long-term or short-term or other incentive compensation plans, agreements or awards; (iii) a material breach of any provision of this Agreement by the Company; (iv)
any material reduction in the Employee’s title, authority or responsibilities as set forth in this Agreement; or (v) a relocation of the Employee’s primary place of
employment to a location more than fifty (50) miles from the Company’s principal office location in Houston, Texas on the day immediately preceding the Change of
Control.
 
5.4            Notice of Termination. Any termination of the Employee’s employment by the Company or by the Employee during the Employment Term (other than

termination pursuant to Section 5.1) will be communicated by written Notice of Termination to the other party hereto in accordance with Section 8.7. For
purposes of this Agreement, a “Notice of Termination” means a written notice that (a) indicates the specific termination provision in this Agreement relied
upon, (b) to the extent applicable, sets forth in reasonable detail the facts and circumstances claimed to provide a basis for termination of the Employee’s
employment under the provision so indicated, and (c) if the Termination Date (as defined herein) is other than the date of receipt of such notice, specifies
the Termination Date (which Termination Date will be not more than thirty (30) days after the giving of such notice).

 
5.5            Disability. If the Company determines in good faith that the Disability (as defined herein) of the Employee has occurred during the Employment Term, it

may, without breaching this Agreement, give to the Employee written notice in accordance with Section 5.4 of its intention to terminate the Employee’s
employment. In such event, the Employee’s employment with the Company will terminate effective on the fifteenth (15th) day after receipt of such notice
by the Employee, provided that, within the fifteen (15) days after such receipt, the Employee will not have returned to full-time performance of the
Employee’s duties.
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“Disability” means the Employee is unable to continue providing services by reason of any medically determinable physical or mental impairment which can be
expected to result in death or can be expected to last for a continuous period of not less than twelve (12) months. For purposes of this Agreement, the determination
of Disability shall be made in the sole and absolute discretion of the Board.
 
At any time and from time to time, upon reasonable request therefor by the Company, the Employee will submit to reasonable medical examination for the purpose of
determining the existence, nature and extent of any such Disability. Any physician selected by the Company shall be certified in the appropriate field, shall have no
actual or potential conflict of interest, and may not be a physician who has been retained by the Company for any purpose within the prior three (3) years.
 
6.            Compensation of the Employee Upon Termination. Subject to the provisions of Sections 6.4(d), 6.7 and 6.8, the Employee shall be entitled to receive the

amount specified upon the termination events designated below:
 
6.1            Death. If the Employee’s employment under this Agreement is terminated by reason of his death, the Company shall pay to the person or persons

designated by the Employee for that purpose in a notice filed with the Company, or, if no such person will have been so designated, to his estate, in a lump
sum within thirty (30) days following the Termination Date, the amount of:

 
(a)            the Employee’s accrued but unpaid then current Base Salary through the Termination Date, payable,

 
plus
 

(b)           the unpaid Bonus Level Amount, if any, with respect to the last full year during which the Employee was employed by the Company determined as
follows:
 

(i)           If the Employee was employed for the entire previous year but the Termination Date occurred prior to the Board finally determining the
Bonus Level Amount for the preceding year, then the Company’s performance will be deemed to have been such that the Employee would have been
awarded 100% of his Bonus Level Percentage for that year (the “Deemed Full Year Bonus Amount”);

 
or
 

(ii)            If the Employee was employed for the entire previous year and the Board had already finally determined the Bonus Level Amount for the
preceding year by the Termination Date but the Company had not yet paid the Employee his Bonus Level Amount, then the Bonus Level Amount will be that
Bonus Level Amount determined by the Board (the “Actual Full Year Bonus Amount”);

 
plus
 

(iii)            an amount representing a deemed bonus for the fiscal year in which the Termination Date occurs, which is equal to the Bonus Level
Amount that would be received by the Employee if the Company’s performance for the year is deemed to be at the level entitling the Employee to 100% of
his Bonus Level Percentage and then multiplying the Bonus Level Amount resulting from applying 100% of his Bonus Level Percentage by a fraction, the
numerator of which is the number of days from the first day of the fiscal year of the Company in which such termination occurs through and including the
Termination Date and the denominator of which is 365 (“Deemed Pro Rata Bonus Amount”);

 
plus
 

(c)           any other amounts that may be reimbursable by the Company to the Employee as expressly provided under this Agreement.
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For a period of up to thirty-six (36) months following the termination of this Agreement by reason of Employee’s death, Employee’s spouse and eligible dependents
will continue to be eligible to receive medical coverage under the Company’s medical plans in accordance with the terms of the applicable plan documents; provided,
that in order to receive such continued coverage at such rates, Employee’s spouse and eligible dependents will be required to pay the applicable premiums to the
plan provider, and the Company will reimburse such spouse and eligible dependents, within sixty (60) days following the date such monthly premium payment is due,
an amount equal to the monthly COBRA premium payment, less applicable tax withholdings.
 
Subject to the provisions of this Section 6.1, the Company shall pay to the Employee or his estate, in accordance with the Company’s regular payroll practices, the
Employee’s Base Salary (as in effect on the Termination Date) for twelve (12) months after such Termination Date. Thereafter, the Company will have no further
obligation to the Employee or his estate under this Agreement, other than for payment of any amounts accrued and vested under any employee benefit plans or
programs of the Company and any payments or benefits required to be made or provided under applicable law.
 
6.2            Disability. In the event of the Employee’s termination by reason of Disability pursuant to Section 5.5, the Employee will continue to receive his Base Salary

in effect immediately prior to the Termination Date and participate in applicable employee benefit plans or programs of the Company (on an equivalent
basis to those employee benefit plans or programs provided under Section 6.4(a)(iv) below) through the Termination Date, subject to offset dollar-for-dollar
by the amount of any disability income payments provided to the Employee under any Company disability policy or program funded by the Company, and
the Company shall pay the Employee the following amounts in a lump sum within thirty (30) days following the Termination Date: the sum of (a) the
Employee’s accrued but unpaid then current Base Salary through the Termination Date, plus (b) either the (i) unpaid Actual Full Year Bonus Amount, if
any, or (ii) the Deemed Full Year Bonus Amount, if applicable, plus (c) the Employee’s Deemed Pro Rata Bonus Amount, plus (d) any other amounts that
may be reimbursable by the Company to the Employee as expressly provided under this Agreement. Subject to the provisions of this Section 6.2, the
Company shall pay to the Employee or his estate, in accordance with the Company’s regular payroll practices, the Employee’s Base Salary (as in effect
on the Termination Date) for twelve (12) months after such Termination Date. Thereafter, the Company will have no further obligation to the Employee
under this Agreement, other than for payment of any amounts accrued and vested under any employee benefit plans or programs of the Company and any
payments or benefits required to be made or provided under applicable law.

 
6.3            By the Company for Cause or the Employee Without Good Reason . If the Employee’s employment is terminated by the Company for Cause, or if the

Employee terminates his employment other than for Good Reason, the Employee will receive (a) the Employee’s accrued but unpaid then current Base
Salary through the Termination Date, payable in a lump sum within thirty (30) days following the Termination Date, and (b) any other amounts that may be
reimbursable by the Company to the Employee as expressly provided under this Agreement, payable in a lump sum within thirty (30) days following the
Termination Date, and the Company thereafter will have no further obligation to the Employee under this Agreement, other than for payment of any
amounts accrued and vested under any employee benefit plans or programs of the Company, and any payments or benefits required to be made or
provided under applicable law. Notwithstanding anything in this Agreement to the contrary, no bonus will be paid to the Employee for a termination of his
employment under this Section 6.3.

 
6.4            By the Employee for Good Reason or the Company Without Cause .
 

( a )           Severance Benefits on Non-Change of Control Termination . Subject to the provisions of Section 6.4(b) and Section 6.4(d), if prior to the date that
precedes a Change of Control by at least six (6) months, or more than eighteen (18) months after the occurrence of a Change of Control (as defined below) the
Company terminates the Employee’s employment without Cause, or the Employee terminates his employment for Good Reason, then the Employee will be entitled to
the following benefits (the “Severance Benefits”) payable in a lump sum within thirty (30) days following the Termination Date:
 

(i)           an amount equal to (A) the Employee’s accrued but unpaid then current Base Salary through the Termination Date, plus (B) either (x) the
unpaid Actual Full Year Bonus Amount, if any, or (y) the Deemed Full Year Bonus Amount, if applicable, plus (C) the Employee’s Deemed Pro Rata Bonus
Amount, if any, plus (D) any other amounts that may be reimbursable by the Company to the Employee as expressly provided under this Agreement;

 
 

6

EDGAR Stream is a copyright of Issuer Direct Corporation, all rights reserved.



 

 
plus
 

(ii)           with respect to any termination event described in this paragraph (a) of Section 6.4, a single lump sum equal to two (2) times the sum of (A)
the Employee’s annual Base Salary at the highest rate in effect at any time during the thirty-six (36) month period immediately preceding the Termination
Date plus (B) the Employee’s target bonus for the year of the Termination Date, payable in a single lump sum within thirty (30) days following the Termination
Date.

 
(iii)           All stock appreciation rights and other incentive awards held by the Employee will become fully vested and immediately exercisable and all

restrictions on any restricted stock held by the Employee will be removed (other than as may be required under applicable securities laws).
 

(iv)            If the Employee timely and properly elects health continuation coverage under the Consolidated Omnibus Budget Reconciliation Act of
1985 or other applicable law (“COBRA”), the Company shall reimburse the Employee for the “Company’s portion” (as set defined below) of the continuation
coverage (the “COBRA Coverage”) for the duration of the “maximum required period” as such period is set forth under COBRA and the applicable
regulations. Following such period, the Company shall permit the Employee (including his spouse and dependents) to (A) continue to participate in the
Company’s group health plan if permitted under such plan, (B) convert the Company’s group health plan to an individual policy, or (C) obtain other similar
coverage, in each case for up to an additional twelve (12) months after the expiration of the “maximum required period” by the Employee paying one-hundred
percent of the premiums for medical, dental and vision coverage on an after-tax basis (“Medical Benefits”). Notwithstanding the foregoing, the benefits
described in this Section 6.4(a)(iv) may be discontinued by the Company prior to the end of the period provided in this subsection to the extent, but only to
the extent, that the Employee receives substantially similar benefits from a subsequent employer.

 
(v)            Following the end of the COBRA “maximum required period” provided under the Company’s group health plan (the “ Benefit Measurement

Date”), the Company shall, as a separate obligation, reimburse the Employee for any medical premium expenses incurred to purchase the Medical Benefits
under the preceding Section 6.4(a)(iv), but only to the extent such expenses constitute the “Company’s portion” of the premiums for continued Medical
Benefits (which amount shall be referred to herein as the “Medical Reimbursement”).

 
The “Company’s portion” of COBRA Coverage and of premiums for any continuing Medical Benefits shall be the difference between one hundred percent (100%) of
the COBRA Coverage or Medical Benefits premium, as the case may be, and the dollar amount of medical premium expenses paid for the same type or types of
Company medical benefits by a similarly situated employee on the Termination Date.
 
The premiums available for Medical Reimbursement under Section 6.4(a)(v) in any calendar year will not be increased or decreased to reflect the amount actually
reimbursed in a prior or subsequent calendar year, and all Medical Reimbursements under this paragraph will be paid to the Employee within thirty (30) days
following the Company’s receipt of a premium payment for Medical Benefits.
 

( b )           Change of Control Benefits. Subject to the provisions of Section 6.4(d), if a Change of Control has occurred and the Employee’s employment was
terminated by the Company without Cause, or by the Employee for Good Reason as defined in Section 5.3(d), during the period beginning six (6) months prior to the
Change of Control and ending eighteen (18) months following the Change of Control (an “Eligible Termination”), then in lieu of the Severance Benefits under Section
6.4(a), the Employee will be entitled to benefits (the “Change of Control Benefits”) with respect to an Eligible Termination, as follows:
 

(i)           Amounts identical to those set forth in Sections 6.4(a)(i) and (a)(ii) except that the amount described in Section 6.4(a)(ii) will be equal to
three (3) times the sum of (A) the Employee’s annual Base Salary at the highest rate in effect at any time during the thirty-six (36) month period immediately
preceding the Termination Date plus (B) the Employee’s target bonus for the year of the Termination Date; provided, however, that if the Termination Date
preceded the Change of Control, then the Change of Control Benefits will be payable within the later of thirty (30) days following the Termination Date and
thirty (30) days following the Change of Control.
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(ii)           The Company will pay the same COBRA Coverage described in Sections 6.4(a)(iv) and (v). Notwithstanding the foregoing, the benefits

described in this Section 6.4(b)(ii) may be discontinued by the Company prior to the end of the period provided in this subsection (ii) to the extent, but only to
the extent, that the Employee receives substantially similar benefits from a subsequent employer.

 
(iii)           All stock appreciation rights and other incentive awards held by the Employee will become fully vested and immediately exercisable and all

restrictions on any restricted stock held by the Employee will be removed (other than as may be required under applicable securities laws).
 
The foregoing notwithstanding, if the Termination Date preceded the Change of Control, the amount of Severance Benefits to which the Employee will be entitled will
be the difference between the Severance Benefits already paid to the Employee, if any, under Section 6.4(a) and the Severance Benefits to be paid under this
Section 6.4(b).
 

(c)           Definition of Change of Control. For purposes of this Agreement, a “ Change of Control” will mean the first to occur of:
 

(i)           A change in the ownership of the Company which occurs on the date any one individual, entity or other person, or a related group of such
persons (such person or group, a “Person”) acquires ownership of stock of the Company that, together with the stock held by such Person, constitutes more
than fifty percent (50%) of the total fair market value or total voting power of the stock of the Company (whether such change in ownership occurs by way of
a merger, consolidation, purchase or acquisition of stock, or other similar business transaction with the Company); provided, however, that, a Change of
Control shall not occur if any Person owns more than 50% of the total fair market value or total voting power of the Company’s stock and acquires additional
stock;

 
(ii)           A change in the effective control of the Company which occurs on the date a Person acquires (or has acquired during the 12-month period

ending on the date of the most recent acquisition) ownership of the Company’s stock possessing fifty percent (50%) or more of the total voting power of the
stock of the Company; provided, however, if any Person is considered to be in effective control of the Company, the acquisition of additional control of the
Company by the same Person will not be considered a Change in Control;

 
(iii)           A change in the effective control of the Company which occurs on the date a majority of the members of the Board of the Company are

replaced during any 12-month period by directors whose appointment or election is not endorsed by a majority of the members of the Board before the date
of such appointment or election; or

 
(iv)           A change in the ownership of a substantial portion of the Company’s assets which occurs on the date any Person acquires (or has

acquired during the 12-month period ending on the date of the most recent acquisition) assets from the Company that have a total gross fair market value
equal to or more than fifty percent (50%) of the total gross fair market value of all of the assets of the Company immediately before such acquisition(s);
provided, however, that for purposes of this subsection 6.4(c)(iv), the following will not constitute a change in the ownership of a substantial portion of the
Company’s assets: (A) a transfer to an entity that is controlled by the Company’s shareholders immediately after the transfer, or (B) a transfer of assets by
the Company to: (1) a shareholder of the Company (immediately before the asset transfer) in exchange for or with respect to the Company’s stock, (2) an
entity, 50% or more of the total value or voting power of which is owned, directly or indirectly, by the Company, (3) a person, that owns, directly or indirectly,
50% or more of the total value or voting power of all the outstanding stock of the Company, or (4) an entity, at least 50% of the total value or voting power of
which is owned, directly or indirectly, by a person described in subpart (3) immediately above; or
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(v)           The date on which a complete liquidation or dissolution of the Company is consummated.

 
For purposes of this definition, the term “ gross fair market value ” means the value of the assets of the Company, or the value of the assets being disposed
of, determined without regard to any liabilities associated with such assets. Furthermore, for purposes of this definition, Persons will be considered to be
acting as a group if they are owners of a corporation or other entity that enters into a merger, consolidation, purchase or acquisition of stock, or similar
business transaction with the Company.

 
Notwithstanding anything herein to the contrary, with respect to any amounts that constitute deferred compensation under Section 409A of the Code, to the
extent required to avoid accelerated taxation or penalties, no Change of Control will be deemed to have occurred unless such Change of Control also
constitutes a change in control in the ownership or effective control of the Company or a change in the ownership of a substantial portion of the Company’s
assets under Section 409A of the Code.

 
(d)           Conditions to Receipt of Severance Benefits.

 
( i )           Release. As a condition to receiving any Severance Benefits or Change of Control Benefits to which the Employee may otherwise be

entitled under Section 6.4(a) or Section 6.4(b), the Employee will execute a release (the “Release”), which will include an affirmation of the restrictive
covenants set forth in Section 7 and a non-disparagement provision, in a form and substance satisfactory to the Company and the Employee, of any claims,
whether arising under federal, state or local statute, common law or otherwise, against the Company and its direct or indirect subsidiaries which arise or may
have arisen on or before the date of the Release, other than any claims under this Agreement, which includes any claim to vested benefits under an
employee benefit plan, any claim arising after the execution of the Release or any rights to indemnification from the Company and its direct or indirect
subsidiaries pursuant to any provisions of the Company’s (or any of its subsidiaries’) organizational documents or any directors and officers liability insurance
policies maintained by the Company. The Company will provide the Release to the Employee for signature within ten (10) days after the Termination Date. If
the Company has provided the Release to the Employee for signature within ten (10) days after the Termination Date and if the Employee fails or otherwise
refuses to execute the Release within a reasonable time after the Company has provided the Release to the Employee, and, in all events no later than sixty
(60) days after the Termination Date and prior to the date on which such benefits are to be first paid to him, the Employee will not be entitled to any
Severance Benefits or Change of Control Benefits, as the case may be, or any other benefits provided under this Agreement and the Company will have no
further obligations with respect to the provision of those benefits except as may be required by law. Such Release shall be void ab initio, if Company
thereafter fails to fully and timely pay all compensation and benefits due to Employee under this Agreement.

 
( i i )           Limitation on Benefits.  If, following a termination of employment that gives the Employee a right to the payment of Severance Benefits or

Change of Control Benefits under Section 6.4(a) or Section 6.4(b), the Employee violates in any material respect any of the covenants in Section 7 or as
otherwise set forth in the Release, the Employee will have no further right or claim to any payments or other benefits to which the Employee may otherwise
be entitled under Section 6.4(a) or Section 6.4(b) from and after the date on which the Employee engages in such activities and the Company will have no
further obligations with respect to such payments or benefits, and the covenants in Section 7 will nevertheless continue in full force and effect.

 
6.5            Severance Benefits Not Includable for Employee Benefits Purposes . Except to the extent the terms of any applicable benefit plan, policy or program

provide otherwise, any benefit programs of the Company that take into account the Employee’s income will exclude any and all Severance Benefits and
Change of Control Benefits provided under this Agreement.

 
6.6            Exclusive Severance Benefits. The Severance Benefits payable under Section 6.4(a) or the Change of Control Benefits payable under Section 6.4(b), if

they become applicable under the terms of this Agreement, will be in lieu of any other severance or similar benefits that would otherwise be payable under
any other agreement, plan, program or policy of the Company.
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6.7            280G Limitation on Change in Control Benefits .
 
(a)            Notwithstanding anything in this Agreement to the contrary, if any payment or benefit received or to be received by the Employee in connection with a

Change of Control or the termination of the Employee’s employment (whether pursuant to the terms of this Agreement or any other plan, arrangement or
agreement with the Company, any other entity whose actions result in a Change of Control or any entity affiliated with the Company) (all such payments
and benefits, including the Change of Control Benefits, being hereinafter referred to as the “Total Payments”) would constitute an “excess parachute
payment” under Section 280G(a) of the Code (or any successor provision thereto) and would be subject (in whole or part), to the excise tax imposed under
Section 4999 of the Code (or any successor provision thereto), including any similar state or local tax and any related interest or penalties (collectively, the
“Excise Tax”), then prior to making the Total Payments, a calculation shall be made comparing (i) the After-Tax Value (as defined below) to the Employee of
the Total Payments after payment of the Excise Tax to (ii) the After-Tax Value to the Employee if the Total Payments are limited to the extent necessary to
avoid being subject to the Excise Tax. Only if the amount calculated under clause (i) above is less than the amount under clause (ii) above will the Total
Payments be reduced to the minimum extent necessary to ensure that no portion of the Total Payments is subject to the Excise Tax.

 
(b)           For purposes of this Agreement, “ After-Tax Value” shall mean the present value of the Total Payments reduced by all federal, state, local and foreign

income, excise and employment taxes applicable to such payments. Furthermore, the terms “excess parachute payment” and “parachute payments” shall
have the meanings assigned to them in Code Section 280G, and such “parachute payments” shall be valued as provided therein. All determinations and
calculations required to be made under this Section 6.7 shall be made by the Company’s independent accountants (at Company’s expense), in consultation
with Employee and subject to the reasonable right of Employee’s representative(s) to review and comment on such calculations prior to final determination.
The parties recognize that the actual implementation of the provisions of this Section 6.7 may be complex and agree to deal with each other in good faith to
resolve any questions or disagreements arising hereunder.

 
(c)           The Total Payments shall be reduced, as applicable, in a manner that maximizes the Employee’s economic position. In applying this principle, the reduction

shall be made in a manner consistent with the requirements of Code Section 409A, and where two economically equivalent amounts are subject to
reduction but payable at different times, such amounts shall be reduced on a pro rata basis but not below zero.

 
6.8            Code Section 409A Matters.
 

(a) It is the intention of the Company and Employee that the payments, benefits and rights to which Employee could be entitled pursuant to this Agreement
comply with or be exempt from Section 409A of the Code (or any successor provision thereto), to the extent that the requirements of Section 409A of the Code are
applicable thereto, after application of all available exemptions (including without limitation the “short-term deferral rule” and “involuntary separation pay plan
exception”). The provisions of this Agreement shall be construed in a manner consistent with that intention. If any provision of this Agreement contravenes any
applicable regulations or Treasury guidance promulgated under Section 409A of the Code, or would cause Employee to incur any additional tax, interest or penalty
under Section 409A of the Code, the Company and Employee agree in good faith to reform this Agreement to comply with Section 409A of the Code. Furthermore, in
the event that any benefits payable or otherwise provided under this Agreement would be deemed to constitute non-qualified deferred compensation subject to
Section 409A of the Code, the Company will have the discretion, without violating the provisions of Section 409A of the Code or the Treasury guidance thereunder, to
adjust the terms of such payment or benefit (but not the amount or value thereof) as reasonably necessary or appropriate to avoid the imposition of any excise tax or
other penalty with respect to such payment or benefit under Section 409A of the Code. Any provision required for compliance with Section 409A of the Code that is
omitted from this Agreement shall be incorporated herein by reference and shall apply retroactively, if necessary, and be deemed a part of this Agreement to the
same extent as though expressly set forth herein. The Company makes no representation with respect to the tax treatment of the payments and/or benefits provided
under this Agreement, and in no event will Company be liable for, pay or reimburse any additional tax, interest or penalties that may be imposed on Employee under
Code Section 409A.
 

(b) For purposes of applying the provisions of Section 409A of the Code to this Agreement, each separately identified amount to which Employee is entitled
under this Agreement shall be treated as a separate payment within the meaning of Section 409A of the Code. In addition, to the extent permissible under Section
409A of the Code, any series of installment payments under this Agreement shall be treated as a right to a series of separate payments.
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(c) If required to comply with Section 409A of the Code (but only to the extent so required), a termination of employment shall not be deemed to have

occurred for purposes of this Agreement providing for the payment of any amounts or benefits upon or following a termination of employment unless such termination
is also a “Separation from Service” within the meaning of Section 409A of the Code (excluding death) and, for purposes of any provision of this Agreement, references
to “termination of employment,” “termination,” or like terms shall mean “Separation from Service” (excluding death).
 

(d) If any payment due under this Agreement is conditioned upon the execution of a release of claims, and if the period for consideration of the release (and
any revocation period) spans two (2) of Employee’s tax years, then such payment shall be made on the later of (i) the first business day following the end of the
revocation period, or (ii) the first business day of the second taxable year.
 

(e) With regard to any provision herein that provides for reimbursement of costs and expenses or in-kind benefits, except as permitted by Code Section 409A,
(i) the right to reimbursement or in-kind benefits is not subject to liquidation or exchange for another benefit, and (iii) any such payments shall be made on or before
the last day of Employee’s taxable year following the taxable year in which the expense was incurred.
 

(f) Notwithstanding anything in this Agreement to the contrary, in the event that the Employee is a “specified employee” (as determined under Section 409A of
the Code) at the time of the separation from service triggering the payment or provision of benefits, any payment or benefit under this Agreement which is determined
to provide for a deferral of compensation pursuant to Section 409A of the Code shall not commence being paid or made available to the Employee until after six (6)
months from the Termination Date that constitutes a separation from service within the meaning of Section 409A of the Code, to the extent that such delay is
necessary in order to comply with the requirements of Section 409A of the Code.
 
7.            Restrictive Covenants.
 
7.1            Confidential Information. The Employee hereby acknowledges that in connection with his employment by the Company he will be exposed to and may

obtain certain Confidential Information (as defined below) (including, without limitation, procedures, memoranda, notes, records and customer and supplier
lists whether such information has been or is made, developed or compiled by the Employee or otherwise has been or is made available to him) regarding
the business and operations of the Company and its subsidiaries or affiliates. The Employee further acknowledges that such Confidential Information is
unique, valuable, considered trade secrets and deemed proprietary by the Company. For purposes of this Agreement, “Confidential Information” includes,
without limitation, any information heretofore or hereafter acquired, developed or used by the Company or its direct or indirect subsidiaries relating to
Business Opportunities or Intellectual Property (as those terms are defined below) or other geological, geophysical, economic, financial or management
aspects of the business, operations, properties or prospects of the Company or its direct or indirect subsidiaries, whether oral or in written form. The
Employee agrees that all Confidential Information is and will remain the property of the Company or its direct or indirect subsidiaries, as the case may be.
The Employee further agrees, except for disclosures occurring in the good faith performance of his duties for the Company or its direct or indirect
subsidiaries, during the Employment Term, the Employee will hold in the strictest confidence all Confidential Information, and will not, both during the
Employment Term and for a period of two (2) years after the Termination Date, directly or indirectly, duplicate, sell, use, lease, commercialize, disclose or
otherwise divulge to any person or entity any portion of the Confidential Information or use any Confidential Information, directly or indirectly, for his own
benefit or profit or allow any person, entity or third party, other than the Company or its direct or indirect subsidiaries and authorized executives of the
same, to use or otherwise gain access to any Confidential Information. The Employee will have no obligation under this Agreement with respect to any
information that becomes generally available to the public other than as a result of a disclosure by the Employee or his agent or other representative or
becomes available to the Employee on a non-confidential basis from a source other than the Company or its direct or indirect subsidiaries. Further, the
Employee will have no obligation under this Agreement to keep confidential any of the Confidential Information to the extent that a disclosure of it is
required by law or is consented to by the Company; provided, however, that if and when such a disclosure is required by law, the Employee promptly will
provide the Company with notice of such requirement, so that the Company may seek an appropriate protective order. Employee understands that nothing
contained in this Agreement limits Employee’s ability to file a charge or complaint with the Equal Employment Opportunity Commission, the National Labor
Relations Board, the Occupational Safety and Health Administration, the Securities and Exchange Commission or any other federal, state or local
governmental agency or commission (collectively, “Government Agencies”). Employee further understands that this Agreement does not limit Employee’s
ability to communicate with any Government Agencies or otherwise participate in any investigation or proceeding that may be conducted by any
Government Agency, including providing documents or other information, without notice to the Company. This Agreement does not limit Employee’s right
to receive an award for information provided to any Government Agencies.
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7.2            Return of Property. Employee agrees to deliver promptly to the Company, upon termination of his employment hereunder, or at any other time when the

Company so requests, all documents relating to the business of the Company or its direct or indirect subsidiaries, including without limitation: all geological
and geophysical reports and related data such as maps, charts, logs, seismographs, seismic records and other reports and related data, calculations,
summaries, memoranda and opinions relating to the foregoing, production records, electric logs, core data, pressure data, lease files, well files and
records, land files, abstracts, title opinions, title or curative matters, contract files, notes, records, drawings, manuals, correspondence, financial and
accounting information, customer lists, statistical data and compilations, patents, copyrights, trademarks, trade names, inventions, formulae, methods,
processes, agreements, contracts, manuals or any documents relating to the business of the Company or its direct or indirect subsidiaries and all copies
thereof and therefrom; provided, however, that the Employee will be permitted to retain copies of any documents or materials of a personal nature or
otherwise related to the Employee’s rights under this Agreement, copies of this Agreement and any attendant or ancillary documents.

 
7.3            Non-Compete Obligations .
 

(a)           Non-Compete Obligations During Employment Term.  The Employee agrees that during the Employment Term:
 

(i)           the Employee will not, other than through the Company, engage or participate in any manner, whether directly or indirectly through any
family member or as an employee, employer, consultant, agent, principal, partner, more than one percent (1%) shareholder, officer, director, licensor, lender,
lessor or in any other individual or representative capacity, in any business or activity which is engaged in leasing, acquiring, exploring, producing, gathering
or marketing hydrocarbons and related products; provided that the foregoing shall not be deemed to restrain the participation by the Employee’s spouse in
any capacity set forth above in any business or activity engaged in any such activity and provided further that the Company may, in good faith, take such
reasonable action with respect to the Employee’s performance of his duties, responsibilities and authorities as set forth in Sections 1.1 and 1.2 of this
Agreement as it deems necessary and appropriate to protect its legitimate business interests with respect to any actual or apparent conflict of interest
reasonably arising from or out of the participation by Employee’s spouse in any such competitive business or activity; and

 
(ii)           all investments made by the Employee (whether in his own name or in the name of any family members or other nominees or made by the

Employee’s controlled affiliates), which relate to the leasing, acquisition, exploration, production, gathering or marketing of hydrocarbons and related products
will be made solely through the Company, other than as may be approved by the Board of Directors; and the Employee will not (directly or indirectly through
any family members or other persons), and will not permit any of his controlled affiliates to: (A) invest or otherwise participate alongside the Company or its
direct or indirect subsidiaries in any Business Opportunities (as defined below), or (B) invest or otherwise participate in any business or activity relating to a
Business Opportunity, regardless of whether any of the Company or its direct or indirect subsidiaries ultimately participates in such business or activity, in
either case, except through the Company. Notwithstanding the foregoing, nothing in this Section 7.3 shall be deemed to prohibit the Employee or any family
member from owning, or otherwise having an interest in, less than one percent (1%) of any publicly owned entity or three percent (3%) or less of any private
equity fund or similar investment fund that invests in any business or activity engaged in any of the activities set forth above, provided that Employee has no
active role with respect to any investment by such fund in any entity.
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( b )           Non-Compete Obligations After Termination Date.  The Employee agrees that the Employee will not engage or participate in any manner, whether

directly or indirectly, through any family member or other person or as an employee, employer, consultant, agent principal, partner, more than one percent (1%)
shareholder, officer, director, licensor, lender, lessor or in any other individual or representative capacity during the one (1) year period following the Termination
Date; provided, however, such period shall be twenty-four (24) months if Employee received Severance Benefits pursuant to Section 6.4(a), in any business or
activity which is in direct competition with the business of the Company or its direct or indirect subsidiaries in the leasing, acquiring, exploring, producing, gathering or
marketing of hydrocarbons and related products within the boundaries of, or within a two-mile radius of the boundaries of, any mineral property interest of any of the
Company or its direct or indirect subsidiaries (including, without limitation, a mineral lease, overriding royalty interest, production payment, net profits interest, mineral
fee interest or option or right to acquire any of the foregoing, or an area of mutual interest as designated pursuant to contractual agreements between the Company
and any third party) or any other property on which any of the Company or its direct or indirect subsidiaries has an option, right, license or authority to conduct or
direct exploratory activities, such as three-dimensional seismic acquisition or other seismic, geophysical and geochemical activities (but not including any preliminary
geological mapping), as of the Termination Date or as of the end of the six (6) month period following such Termination Date; provided that, this Section 7.3(b) will
not preclude the Employee from making investments in securities of oil and gas companies which are registered on a national stock exchange, if (A) the aggregate
amount owned by the Employee and all family members and affiliates does not exceed five percent (5%) of such company’s outstanding securities, and (B) the
aggregate amount invested in such investments by the Employee and all family members and affiliates after the date hereof does not exceed $1,000,000.
 
Notwithstanding the foregoing, nothing in this Section 7.3 shall be deemed to restrain the participation by Employee’s spouse in any capacity set forth above in any
business or activity described above.
 

( c )           Not Applicable Following Change of Control Termination. The Employee will not be subject to the covenants contained in Section 7.3(b) and such
covenants will not be enforceable against the Employee from and after the date of an Eligible Termination if such Eligible Termination occurs within six (6) months
before or eighteen (18) months after a Change of Control.
 
7.4            Non-Solicitation.
 

(a)           Non-Solicitation Other than Following a Change of Control Termination . During the Employment Term and for a period of one (1) year following the
Termination Date; provided, however, such period shall be twenty-four (24) months if Employee received Severance Benefits pursuant to Section 6.4(a), the
Employee will not, whether for his own account or for the account of any other Person (other than the Company or its direct or indirect subsidiaries), (i) intentionally
solicit, endeavor to entice away from the Company or its direct or indirect subsidiaries, or otherwise interfere with the relationship of the Company or its direct or
indirect subsidiaries with, any person who is employed by the Company or its direct or indirect subsidiaries (including any independent sales representatives or
organizations), or (ii) using Confidential Information, solicit, endeavor to entice away from the Company or its direct or indirect subsidiaries, or otherwise interfere with
the relationship of the Company or its direct or indirect subsidiaries with, any client or customer of the Company or its direct or indirect subsidiaries in direct
competition with the Company.
 

( b )           Not Applicable Following Change of Control Termination. The Employee will not be subject to the covenants contained in Section 7.4(a) and such
covenants will not be enforceable against the Employee from and after the date of an Eligible Termination if such Eligible Termination occurs within six (6) months
before or eighteen (18) months following a Change of Control.
 
7.5            Assignment of Developments. The Employee assigns and agrees to assign without further compensation to the Company and its successors, assigns or

designees, all of the Employee’s right, title and interest in and to all Business Opportunities and Intellectual Property (as those terms are defined below),
and further acknowledges and agrees that all Business Opportunities and Intellectual Property constitute the exclusive property of the Company.

 
For purposes of this Agreement, “ Business Opportunities” means all business ideas, prospects, proposals or other opportunities pertaining to the lease, acquisition,
exploration, production, gathering or marketing of hydrocarbons and related products and the exploration potential of geographical areas on which hydrocarbon
exploration prospects are located, which are developed by the Employee during the Employment Term, or originated by any third party and brought to the attention of
the Employee during the Employment Term, together with information relating thereto (including, without limitation, geological and seismic data and interpretations
thereof, whether in the form of maps, charts, logs, seismographs, calculations, summaries, memoranda, opinions or other written or charted means).
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For purposes of this Agreement, “ Intellectual Property” shall mean all ideas, inventions, discoveries, processes, designs, methods, substances, articles, computer
programs and improvements (including, without limitation, enhancements to, or further interpretation or processing of, information that was in the possession of the
Employee prior to the date of this Agreement), whether or not patentable or copyrightable, which do not fall within the definition of Business Opportunities, which the
Employee discovers, conceives, invents, creates or develops, alone or with others, during the Employment Term, if such discovery, conception, invention, creation or
development (a) occurs in the course of the Employee’s employment with the Company, (b) occurs with the use of any of the time, materials or facilities of the
Company or its direct or indirect subsidiaries, and (c) in the good faith judgment of the Board, relates or pertains in any material way to the purposes, activities or
affairs of the Company or its direct or indirect subsidiaries.
 
7.6            Injunctive Relief. The Employee acknowledges that a breach of any of the covenants contained in this Section 7 may result in material, irreparable injury to

the Company for which there is no adequate remedy at law, that it will not be possible to measure damages for such injuries precisely and that, in the
event of such a breach or threat of breach, the Company will be entitled to obtain a temporary restraining order and/or a preliminary or permanent
injunction restraining the Employee from engaging in activities prohibited by this Section 7 or such other relief as may be required to specifically enforce
any of the covenants in this Section 7.

 
7.7            Adjustment of Covenants. The parties consider the covenants and restrictions contained in this Section 7 to be reasonable. However, if and when any such

covenant or restriction is found to be void or unenforceable and would have been valid had some part of it been deleted or had its scope of application
been modified, such covenant or restriction will be deemed to have been applied with such modification as would be necessary and consistent with the
intent of the parties to have made it valid, enforceable and effective.

 
7.8            Forfeiture Provision.
 

(a)           Detrimental Activities. If the Employee engages in any activity that violates any covenant or restriction contained in this Section 7, in addition to any
other remedy the Company may have at law or in equity, (i) the Employee will be entitled to no further payments or benefits from the Company under this Agreement
or otherwise, except for any payments or benefits required to be made or provided under applicable law, (ii) all unexercised forms of equity compensation held by or
credited to the Employee will terminate effective as of the date on which the Employee engages in that activity, unless terminated sooner by operation of another term
or condition of this Agreement or other applicable plans and agreements, and (iii) any exercise, payment or delivery pursuant to any equity compensation award that
occurred within one (1) year prior to the date on which the Employee engages in that activity may be rescinded within one (1) year after the first date that a majority of
the members of the Board first became aware that the Employee engaged in that activity. In the event of any such rescission, the Employee will pay to the Company
the amount of any gain realized or payment received as a result of the rescinded exercise, payment or delivery, in such manner and on such terms and conditions as
may be required.
 

( b )           Right of Setoff. The Employee consents to a deduction from any amounts the Company owes the Employee from time to time (including amounts
owed as wages or other compensation, fringe benefits, or vacation pay, as well as any other amounts owed to the Employee by the Company), to the extent of the
amounts the Employee owes the Company under Section 7.8(a). Whether or not the Company elects to make any setoff in whole or in part, if the Company does not
recover by means of setoff the full amount the Employee owes, calculated as set forth above, the Employee agrees to pay immediately the unpaid balance to the
Company. In the discretion of the Board, reasonable interest may be assessed on the amounts owed, calculated from the later of (i) the date the Employee engages
in the prohibited activity and (ii) the applicable date of exercise, payment or delivery.
 

( c )           Forfeiture by Company.  In the event that Company fails to timely and fully pay to Employee all Severance Benefits or Change of Control Benefits
due under this Agreement, then Company shall forfeit all right to enforce this Section 7.
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8.            Miscellaneous.
 
8.1            Assignment; Successors; Binding Agreement. This Agreement may not be assigned by either party, whether by operation of law or otherwise, without the

prior written consent of the other party, except that any right, title or interest of the Company arising out of this Agreement may be assigned to any
corporation or other entity controlling, controlled by, or under common control with the Company, or to any corporation or other entity or person
succeeding to the business and substantially all of the assets of the Company or any affiliates for which the Employee performs substantial services
whether by reason of a merger, consolidation, statutory share exchange, sale of assets or similar form of corporate transaction (a “Business
Combination”). Subject to the foregoing, this Agreement will be binding upon and will inure to the benefit of the parties and their respective heirs, legatees,
devisees, personal representatives, successors and assigns. The Company agrees that in connection with any Business Combination, it shall obtain from
any successor entity or person to the Company a written agreement to assume and perform all obligations of the Company under this Agreement (and
shall cause any parent corporation or entity in such Business Combination to guarantee such obligations). Failure of the Company to obtain such
assumption and guarantee prior to the effectiveness of any such Business Combination that constitutes a Change of Control shall be a material breach of
this Agreement.

 
8.2            Modification and Waiver. Except as otherwise provided below, no provision of this Agreement may be modified, waived, or discharged unless such waiver,

modification or discharge is duly approved by the Board and is agreed to in writing by the Employee and such officer(s) as may be specifically authorized
by the Board to effect it. No waiver by any party of any breach by any other party of, or of compliance with, any term or condition of this Agreement to be
performed by any other party, at any time, will constitute a waiver of similar or dissimilar terms or conditions at that time or at any prior or subsequent time.

 
8.3            Entire Agreement. This Agreement together with any attendant or ancillary documents, embodies the entire understanding of the parties hereto, and, upon

the Effective Date, will supersede all other oral or written agreements or understandings between them regarding the subject matter hereof; provided,
however, that if there is a conflict between any of the terms in this Agreement and the terms in any ancillary document to which the Employee is party or
any other award agreement between the Company and the Employee, the terms of this Agreement shall govern. No agreement or representation, oral or
otherwise, express or implied, with respect to the subject matter of this Agreement, has been made by either party which is not set forth expressly in this
Agreement or the other documents referenced in this Section 8.3.

 
8.4            Governing Law. The validity, interpretation, construction and performance of this Agreement will be governed by the laws of the State of Texas other than

the conflict of laws provision thereof.
 
 8.5            Consent to Jurisdiction; Service of Process; Waiver of Jury Trial.
 

( a )           Disputes. In the event of any dispute, controversy or claim between the Company and the Employee arising out of or relating to the interpretation,
application or enforcement of the provisions of this Agreement, the Company and the Employee agree and consent to the personal jurisdiction of the state and local
courts of Harris County, Texas for resolution of the dispute, controversy or claim, and that those courts, and only those courts, shall have any jurisdiction to determine
any dispute, controversy or claim related to, arising under or in connection with this Agreement. The Company and the Employee also agree that those courts are
convenient forums for the parties to any such dispute, controversy or claim and for any potential witnesses and that process issued out of any such court or in
accordance with the rules of practice of that court may be served by mail or other forms of substituted service to the Company at the address of its principal
executive offices and to the Employee at his last known address as reflected in the Company’s records.
 

(b)           Waiver of Right to Jury Trial.
 
THE COMPANY AND THE EMPLOYEE HEREBY VOLUNTARILY, KNOWINGLY AND INTENTIONALLY WAIVE ANY AND ALL RIGHTS TO TRIAL BY JURY TO
ALL CLAIMS ARISING OUT OF OR RELATING TO THIS AGREEMENT, AS WELL AS TO ALL CLAIMS ARISING OUT OF EMPLOYEE’S EMPLOYMENT WITH
THE COMPANY OR TERMINATION THEREFROM INCLUDING, BUT NOT LIMITED TO:
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(i)           Any and all claims and causes of action arising under contract, tort or other common law including, without limitation, breach of contract,

fraud, estoppel, misrepresentation, express or implied duties of good faith and fair dealing, wrongful discharge, discrimination, retaliation, harassment,
negligence, gross negligence, false imprisonment, assault and battery, conspiracy, intentional or negligent infliction of emotional distress, slander, libel,
defamation and invasion of privacy.

 
(ii)           Any and all claims and causes of action arising under any federal, state or local law, regulation or ordinance, including, without limitation,

claims arising under Title VII of the Civil Rights Act of 1964, the Pregnancy Discrimination Act, the Age Discrimination in Employment Act, the Americans with
Disabilities Act, the Family and Medical Leave Act, the Fair Labor Standards Act and all corresponding state laws.

 
(iii)           Any and all claims and causes of action for wages, employee benefits, vacation pay, severance pay, pension or profit sharing benefits,

health or welfare benefits, bonus compensation, commissions, deferred compensation or other remuneration, employment benefits or compensation, past or
future loss of pay or benefits or expenses.

 
8.6            Withholding of Taxes. The Company will withhold from any amounts payable under the Agreement all federal, state, local or other taxes as legally will be

required to be withheld.
 
8.7            Notices. All notices, consents, waivers, and other communications under this Agreement must be in writing and will be deemed to have been duly given

when (a) delivered by hand (with written confirmation of receipt), (b) sent by facsimile (with written confirmation of receipt), provided that a copy is mailed
by registered mail, return receipt requested, or (c) when received by the addressee, if sent by a nationally recognized overnight delivery service (receipt
requested), in each case to the appropriate addresses and facsimile numbers set forth below (or to such other addresses and facsimile numbers as a party
may designate by notice to the other parties).

 
to the Company:
 
Yuma Energy, Inc.
Attention: Chief Executive Officer
1177 West Loop South, Suite 1825
Houston, Texas 77027
 
to the Employee:
 
The address of the Employee on file with the Company.
 
Addresses may be changed by written notice sent to the other party at the last recorded address of that party.
 
8.8            Severability. The invalidity or unenforceability of any provision or provisions of this Agreement will not affect the validity or enforceability of any other

provision of this Agreement, which will remain in full force and effect.
 
8.9            Counterparts. This Agreement may be executed in one or more counterparts, each of which will be deemed to be an original but all of which together will

constitute one and the same instrument.
 
8.10            Headings. The headings used in this Agreement are for convenience only, do not constitute a part of the Agreement, and will not be deemed to limit,

characterize, or affect in any way the provisions of the Agreement, and all provisions of the Agreement will be construed as if no headings had been used
in the Agreement.

 
8.11            Construction. As used in this Agreement, unless the context otherwise requires: (a) the terms defined herein will have the meanings set forth herein for all

purposes; (b) references to “Section “ are to a section hereof; (c) “ include,” “includes” and “including” are deemed to be followed by “without limitation”
whether or not they are in fact followed by such words or words of like import; (d) “writing,” “written” and comparable terms refer to printing, typing,
lithography and other means of reproducing words in a visible form; (e) “hereof,” “herein,” “hereunder” and comparable terms refer to the entirety of this
Agreement and not to any particular section or other subdivision hereof or attachment hereto; (f) references to any gender include references to all
genders; and (g) references to any agreement or other instrument or statute or regulation are referred to as amended or supplemented from time to time
(and, in the case of a statute or regulation, to any successor provision).
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8.12            Capacity; No Conflicts. The Employee represents and warrants to the Company that: (a) he has full power, authority and capacity to execute and deliver

this Agreement, and to perform his obligations hereunder, (b) such execution, delivery and performance will not (and with the giving of notice or lapse of
time, or both, would not) result in the breach of any agreement or other obligation to which he is a party or is otherwise bound, and (c) this Agreement is
his valid and binding obligation, enforceable in accordance with its terms. Employee warrants and represents that he has actual authority to enter into this
Agreement as the authorized act of the indicated entities.

 
[Signature Page Follows]
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IN WITNESS WHEREOF,  the parties have duly executed this Agreement as of the date first written above.
 
 
YUMA ENERGY, INC.:
 
 
By: /s/ Paul D. McKinney
Name: Paul D. McKinney
Title: President & Chief Operating Officer
 
 
 
EMPLOYEE:
 
 
/s/ Sam L. Banks
Sam L. Banks
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Exhibit 10.2
AMENDED AND RESTATED EMPLOYMENT AGREEMENT

 
April 20, 2017

 
 
This Amended and Restated Employment Agreement (this “ Agreement”) is entered into by and between YUMA ENERGY, INC., a Delaware corporation (the
“Company”), and Paul D. McKinney (the “Employee”) as of the date first set forth above (the “ Effective Date”) on the terms set forth herein.
 
WHEREAS, Yuma Energy, Inc., a California corporation (“ Yuma California”), and the Employee previously entered into an employment agreement dated October 15,
2014 and as amended by Amendment No. 1 dated March 12, 2015 (the “Original Employment Agreement”); and
 
WHEREAS, the Company assumed the Original Employment Agreement as part of the closing of the merger on October 26, 2016; and
 
WHEREAS, the Company and the Employee desire to amend and restate the Original Employment Agreement on the terms and conditions set forth herein.
 
NOW THEREFORE, the parties, intending to be legally bound, agree as follows:
 
1.            Position and Duties.
 
1.1            Employment; Titles; Reporting. The Company agrees to continue to employ the Employee and the Employee agrees to continue employment with the

Company, upon the terms and subject to the conditions provided under this Agreement. During the Employment Term (as defined in Section 2), the
Employee will serve the Company as President and Chief Operating Officer. In such capacity, the Employee will report to the Chief Executive Officer and
otherwise will be subject to the direction and control of the Board of Directors of the Company (including any committee thereof, the “Board”) and will have
such duties, responsibilities and authorities as may be assigned to him by the Chief Executive Officer or the Board from time to time and otherwise
consistent with such position in a publicly traded company comparable to the Company which is engaged in natural gas and oil exploration, development,
acquisition and production.

 
1.2            Duties. During the Employment Term, the Employee will devote substantially all of his full working time to the business and affairs of the Company, will

use his best efforts to promote the Company’s interests and will perform his duties and responsibilities faithfully, diligently and to the best of his ability,
consistent with sound business practices. The Employee may be required by the Board to provide services to, or otherwise serve as an officer or director
of, any direct or indirect subsidiary of the Company. The Employee will comply with the Company’s policies, codes and procedures, as they may be in
effect from time to time, applicable to executive officers of the Company. Subject to the preceding sentence, the Employee may engage in other business
and charitable activities, provided that such charitable and/or other business activities do not violate Section 7, create a conflict of interest or the
appearance of a conflict of interest with the Company or materially interfere with the performance of his obligations to the Company under this Agreement.

 
1.3            Place of Employment. The Employee will perform his duties under this Agreement at the Company’s offices in Houston, Texas, with the likelihood of

business travel from time to time.
 
2.            Term of Employment.
 
The term of the Employee’s employment by the Company under this Agreement (the “ Employment Term”) commenced on the Effective Date and will continue until
employment is terminated by either party under Section 5. The date upon which the Employee’s employment ends is referred to in this Agreement as the “Termination
Date.” For the purpose of Sections 5 and 6 of this Agreement, the Termination Date shall be the date upon which the Employee incurs a “separation from service” as
defined in Section 409A of the Internal Revenue Code of 1986, as amended (the “Code”), and regulations issued thereunder.
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3.            Compensation.
 
3.1            Base Salary. During the Employment Term, the Employee will be entitled to receive a base salary (“ Base Salary”) at an annual rate of not less than

$400,000 for services rendered to the Company and any of its direct or indirect subsidiaries, payable in accordance with the Company’s regular payroll
practices. The Employee’s Base Salary will be reviewed annually by the Board and may be adjusted upward in the Board’s sole discretion, but not
downward.

 
3.2            Annual Bonus Compensation. During the Employment Term, the Employee shall have the opportunity to earn incentive compensation in the form of an

annual bonus target equal to 100% of Base Salary, as in effect at the beginning of the applicable calendar year, based on the achievement of performance
goals established by the Board in its sole discretion under any incentive compensation or other bonus plan or arrangement as may be established by the
Board from time to time (collectively, the “Employee Bonus Plan”). Under the Employee Bonus Plan, the Board may, in its discretion, set, in advance, an
annual target bonus for the Employee. The percentage of the Employee’s Base Salary that the Board designates for the Employee to receive as his annual
target bonus under any Employee Bonus Plan, as such percentage may be adjusted upward or downward from time to time in the sole discretion of the
Board, or replaced by another methodology of determining Employee’s target bonus, is referred to herein as the Employee’s “Bonus Level
Percentage.” The amount paid to the Employee through application of the Bonus Level Percentage is the Employee’s “ Bonus Level Amount.” The “Annual
Bonus” is the Bonus Level Amount paid to the Employee in any given year. The Annual Bonus, if any, will be paid within two and one-half (2.5) months
after the end of the applicable calendar year. Except as otherwise provided in Section 6, (i) the Annual Bonus will be subject to the terms of the Employee
Bonus Plan under which it is granted and (ii) in order to be eligible to receive an Annual Bonus, the Employee must be employed by the Company on the
day that Annual Bonuses are paid.

 
3.3            Long-Term Incentive Compensation. With respect to each calendar year of the Company ending during the Employment Term, the Employee shall be

eligible to receive annual long-term equity incentive awards under the Company’s 2014 Long-Term Incentive Plan (the “Plan”) or any successor plan, with
a target value of no less than 300% of Base Salary (based on the grant date value of any such award). Each such award shall contain vesting and other
terms in the sole discretion of the Board. All other terms and conditions applicable to each such award shall be determined by the Board and shall be no
less favorable than those that apply to similarly situated executive officers of the Company.

 
4.            Expenses and Other Benefits.
 
4.1            Reimbursement of Expenses. The Employee will be entitled to receive prompt reimbursement for all reasonable expenses incurred by him during the

Employment Term (in accordance with the policies and practices presently followed by the Company or as may be established by the Board from time to
time for the Company’s senior executive officers) in performing services under this Agreement; provided that the Employee properly accounts for such
expenses in accordance with the Company’s policies as in effect from time to time. Such reimbursement shall be paid on or before the end of the calendar
year following the calendar year in which any such reimbursable expense was incurred, and the Company shall not be obligated to pay any such
reimbursement amount for which Employee fails to submit an invoice or other documented reimbursement request at least ten (10) business days before
the end of the calendar year next following the calendar year in which the expense was incurred. Business related expenses shall be reimbursable only to
the extent they were incurred during the term of the Agreement, but in no event shall the time period extend beyond the later of the lifetime of Employee
or, if longer, five (5) years. The amount of such reimbursements that the Company is obligated to pay in any given calendar year shall not affect the
amount the Company is obligated to pay in any other calendar year. In addition, the Employee may not liquidate or exchange the right to reimbursement of
such expenses for any other benefits.

 
4.2            Vacation. The Employee will be entitled to paid vacation time each year during the Employment Term that will accrue in accordance with the Company’s

policies and procedures now in force or as such policies and procedures may be modified with respect to all senior executive officers of the Company.
 
4.3            Other Employee Benefits. In addition to the foregoing, during the Employment Term, the Employee will be entitled to participate in and to receive benefits

as a senior executive under all of the Company’s employee benefit plans, programs and arrangements available to senior executives, subject to the
eligibility criteria and other terms and conditions thereof, as such plans, programs and arrangements may be duly amended, terminated, approved or
adopted by the Board from time to time.
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4.4            Overriding Royalty Interest Plan. Any overriding royalty interest (“ ORRI”) granted to the Employee on either a lease or a well prior to the Effective Date

pursuant to the Company’s Overriding Royalty Interest Plan dated November 7, 2013 and as amended in 2014 (the “ORRI Plan”) and/or the Original
Employment Agreement shall be fully vested as of the Effective Date. After the Effective Date, the Employee shall not be entitled to any grants of an ORRI
pursuant to the ORRI Plan.

 
5.            Termination of Employment.
 
5.1            Death. The Employee’s employment under this Agreement will terminate upon his death.
 
5.2            Termination by the Company .
 

( a )           Terminable at Will. The Company may terminate the Employee’s employment under this Agreement at any time with or without Cause (as defined
below).
 

( b )           Definition of Cause. For purposes of this Agreement, the Company will have “ Cause” to terminate the Employee’s employment under this
Agreement by reason of any of the following:
 

(i)           the Employee’s conviction of, or plea of nolo contendere to, any felony or to any crime or offense causing substantial harm to any of the
Company or its direct or indirect subsidiaries (whether or not for personal gain) or involving acts of theft, fraud, embezzlement, moral turpitude or similar
conduct;

 
(ii)            the Employee’s repeated intoxication by alcohol or other drugs during the performance of his duties;

 
(iii)           the Employee’s willful and intentional misuse of any of the funds of the Company or its direct or indirect subsidiaries;

 
(iv)             embezzlement against the Company or its direct or indirect subsidiaries by the Employee;

 
(v)            the Employee’s willful and material misrepresentations or concealments in any written reports submitted to any of the Company or its direct

or indirect subsidiaries;
 

(vi)           the Employee’s willful and intentional material breach of this Agreement;
 

(vii)            the Employee’s material failure to follow or comply with the reasonable and lawful written directives of the Board; or
 

(viii)            conduct constituting a material breach by the Employee of the Company’s then current Corporate Code of Business Conduct and Ethics,
and any other written policy referenced therein; provided that in each case the Employee knew or should have known such conduct to be a breach.

 
( c )           Notice and Cure Opportunity in Certain Circumstances . The Employee may be afforded a reasonable opportunity to cure any act or omission that

would otherwise constitute “Cause” hereunder according to the following terms: The Board shall give the Employee written notice stating with reasonable specificity
the nature of the circumstances determined by the Board in its reasonable and good faith judgment to constitute “Cause.” If, in the reasonable and good faith
judgment of the Board, the alleged breach is reasonably susceptible to cure, the Employee will have thirty (30) days from his receipt of such notice to effect the cure
of such circumstances or such breach to the reasonable and good faith satisfaction of the Board. The Board will state whether the Employee will have such an
opportunity to cure in the initial notice of “Cause” referred to above. Prior to termination for Cause, in those instances where the initial notice of Cause states that the
Employee will have an opportunity to cure, the Company shall provide an opportunity for the Employee to be heard by the Board or a Board committee designated by
the Board to hear the Employee. The decision as to whether the Employee has satisfactorily cured the alleged breach shall be made at such meeting. If, in the
reasonable and good faith judgment of the Board, the alleged breach is not reasonably susceptible to cure, or such circumstances or breach have not been
satisfactorily cured within such thirty (30) day cure period, such breach will thereupon constitute “Cause” hereunder.
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5.3            Termination by the Employee .
 

( a )            Terminable at Will. The Employee may terminate his employment under this Agreement at any time with or without Good Reason (as defined
below).
 

( b )           Notice and Cure Opportunity . If such termination is with Good Reason, the Employee will give the Company written notice, which will identify with
reasonable specificity the grounds for the Employee’s resignation and provide the Company with thirty (30) days from the day such notice is given to cure the alleged
grounds for resignation contained in the notice. A termination will not be for Good Reason if such notice is given by the Employee to the Company more than ninety
(90) days after the occurrence of the event that the Employee alleges is Good Reason for his termination hereunder.
 

( c )           Definition of Good Reason Other Than Upon Change of Control . For purposes of this Agreement, other than in the event of a Change of Control,
“Good Reason” will mean any of the following to which the Employee will not consent in writing: (i) a material reduction of the Employee’s then current Base Salary;
(ii) failure by the Company to pay in full on a current basis (A) any of the compensation or benefits described in this Agreement that are due and owing, or (B) any
amounts due and owing to the Employee under any long-term or short-term or other incentive compensation plans, agreements or awards; (iii) material breach of any
provision of this Agreement by Company; (iv) any material reduction in the Employee’s title, authority or responsibilities as set forth in this Agreement; or (v) a
relocation of the Employee’s primary place of employment to a location more than fifty (50) miles from the Company’s location in Houston, Texas at the Effective
Date.
 

(d)           Definition of Good Reason For Purposes of Change of Control. For purposes of a Change of Control, “ Good Reason” will mean any of the following
to which the Employee will not consent in writing, but only if the Termination Date is within six (6) months before or eighteen (18) months after a Change of Control:
(i) a material reduction in either the Employee’s then current Base Salary, Bonus Level Percentage, or both; (ii) failure by the Company to pay in full on a current
basis (A) any of the compensation or benefits described in this Agreement that are due and owing, or (B) any amounts due and owing to the Employee under any
long-term or short-term or other incentive compensation plans, agreements or awards; (iii) a material breach of any provision of this Agreement by the Company; (iv)
any material reduction in the Employee’s title, authority or responsibilities as set forth in this Agreement; or (v) a relocation of the Employee’s primary place of
employment to a location more than fifty (50) miles from the Company’s principal office location in Houston, Texas on the day immediately preceding the Change of
Control.
 
5.4            Notice of Termination. Any termination of the Employee’s employment by the Company or by the Employee during the Employment Term (other than

termination pursuant to Section 5.1) will be communicated by written Notice of Termination to the other party hereto in accordance with Section 8.7. For
purposes of this Agreement, a “Notice of Termination” means a written notice that (a) indicates the specific termination provision in this Agreement relied
upon, (b) to the extent applicable, sets forth in reasonable detail the facts and circumstances claimed to provide a basis for termination of the Employee’s
employment under the provision so indicated, and (c) if the Termination Date (as defined herein) is other than the date of receipt of such notice, specifies
the Termination Date (which Termination Date will be not more than thirty (30) days after the giving of such notice).

 
5.5            Disability. If the Company determines in good faith that the Disability (as defined herein) of the Employee has occurred during the Employment Term, it

may, without breaching this Agreement, give to the Employee written notice in accordance with Section 5.4 of its intention to terminate the Employee’s
employment. In such event, the Employee’s employment with the Company will terminate effective on the fifteenth (15th) day after receipt of such notice
by the Employee, provided that, within the fifteen (15) days after such receipt, the Employee will not have returned to full-time performance of the
Employee’s duties.
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“Disability” means the Employee is unable to continue providing services by reason of any medically determinable physical or mental impairment which can be
expected to result in death or can be expected to last for a continuous period of not less than twelve (12) months. For purposes of this Agreement, the determination
of Disability shall be made in the sole and absolute discretion of the Board.
 
At any time and from time to time, upon reasonable request therefor by the Company, the Employee will submit to reasonable medical examination for the purpose of
determining the existence, nature and extent of any such Disability. Any physician selected by the Company shall be certified in the appropriate field, shall have no
actual or potential conflict of interest, and may not be a physician who has been retained by the Company for any purpose within the prior three (3) years.
 
6.            Compensation of the Employee Upon Termination. Subject to the provisions of Sections 6.4(d), 6.7 and 6.8, the Employee shall be entitled to receive the

amount specified upon the termination events designated below:
 
6.1            Death. If the Employee’s employment under this Agreement is terminated by reason of his death, the Company shall pay to the person or persons

designated by the Employee for that purpose in a notice filed with the Company, or, if no such person will have been so designated, to his estate, in a lump
sum within thirty (30) days following the Termination Date, the amount of:

 
(a)            the Employee’s accrued but unpaid then current Base Salary through the Termination Date, payable,

 
plus
 

(b)           the unpaid Bonus Level Amount, if any, with respect to the last full year during which the Employee was employed by the Company determined as
follows:
 

(i)           If the Employee was employed for the entire previous year but the Termination Date occurred prior to the Board finally determining the
Bonus Level Amount for the preceding year, then the Company’s performance will be deemed to have been such that the Employee would have been
awarded 100% of his Bonus Level Percentage for that year (the “Deemed Full Year Bonus Amount”);

 
or
 

(ii)            If the Employee was employed for the entire previous year and the Board had already finally determined the Bonus Level Amount for the
preceding year by the Termination Date but the Company had not yet paid the Employee his Bonus Level Amount, then the Bonus Level Amount will be that
Bonus Level Amount determined by the Board (the “Actual Full Year Bonus Amount”);

 
plus
 

(iii)            an amount representing a deemed bonus for the fiscal year in which the Termination Date occurs, which is equal to the Bonus Level
Amount that would be received by the Employee if the Company’s performance for the year is deemed to be at the level entitling the Employee to 100% of
his Bonus Level Percentage and then multiplying the Bonus Level Amount resulting from applying 100% of his Bonus Level Percentage by a fraction, the
numerator of which is the number of days from the first day of the fiscal year of the Company in which such termination occurs through and including the
Termination Date and the denominator of which is 365 (“Deemed Pro Rata Bonus Amount”);

 
plus
 

(c)           any other amounts that may be reimbursable by the Company to the Employee as expressly provided under this Agreement.
 
For a period of up to thirty-six (36) months following the termination of this Agreement by reason of Employee’s death, Employee’s spouse and eligible dependents
will continue to be eligible to receive medical coverage under the Company’s medical plans in accordance with the terms of the applicable plan documents; provided,
that in order to receive such continued coverage at such rates, Employee’s spouse and eligible dependents will be required to pay the applicable premiums to the
plan provider, and the Company will reimburse such spouse and eligible dependents, within sixty (60) days following the date such monthly premium payment is due,
an amount equal to the monthly COBRA premium payment, less applicable tax withholdings.
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Subject to the provisions of this Section 6.1, the Company shall pay to the Employee or his estate, in accordance with the Company’s regular payroll practices, the
Employee’s Base Salary (as in effect on the Termination Date) for twelve (12) months after such Termination Date. Thereafter, the Company will have no further
obligation to the Employee or his estate under this Agreement, other than for payment of any amounts accrued and vested under any employee benefit plans or
programs of the Company and any payments or benefits required to be made or provided under applicable law.
 
6.2            Disability. In the event of the Employee’s termination by reason of Disability pursuant to Section 5.5, the Employee will continue to receive his Base Salary

in effect immediately prior to the Termination Date and participate in applicable employee benefit plans or programs of the Company (on an equivalent
basis to those employee benefit plans or programs provided under Section 6.4(a)(iv) below) through the Termination Date, subject to offset dollar-for-dollar
by the amount of any disability income payments provided to the Employee under any Company disability policy or program funded by the Company, and
the Company shall pay the Employee the following amounts in a lump sum within thirty (30) days following the Termination Date: the sum of (a) the
Employee’s accrued but unpaid then current Base Salary through the Termination Date, plus (b) either the (i) unpaid Actual Full Year Bonus Amount, if
any, or (ii) the Deemed Full Year Bonus Amount, if applicable, plus (c) the Employee’s Deemed Pro Rata Bonus Amount, plus (d) any other amounts that
may be reimbursable by the Company to the Employee as expressly provided under this Agreement. Subject to the provisions of this Section 6.2, the
Company shall pay to the Employee or his estate, in accordance with the Company’s regular payroll practices, the Employee’s Base Salary (as in effect
on the Termination Date) for twelve (12) months after such Termination Date. Thereafter, the Company will have no further obligation to the Employee
under this Agreement, other than for payment of any amounts accrued and vested under any employee benefit plans or programs of the Company and any
payments or benefits required to be made or provided under applicable law.

 
6.3            By the Company for Cause or the Employee Without Good Reason . If the Employee’s employment is terminated by the Company for Cause, or if the

Employee terminates his employment other than for Good Reason, the Employee will receive (a) the Employee’s accrued but unpaid then current Base
Salary through the Termination Date, payable in a lump sum within thirty (30) days following the Termination Date, and (b) any other amounts that may be
reimbursable by the Company to the Employee as expressly provided under this Agreement, payable in a lump sum within thirty (30) days following the
Termination Date, and the Company thereafter will have no further obligation to the Employee under this Agreement, other than for payment of any
amounts accrued and vested under any employee benefit plans or programs of the Company, and any payments or benefits required to be made or
provided under applicable law. Notwithstanding anything in this Agreement to the contrary, no bonus will be paid to the Employee for a termination of his
employment under this Section 6.3.

 
6.4            By the Employee for Good Reason or the Company Without Cause .
 

( a )           Severance Benefits on Non-Change of Control Termination . Subject to the provisions of Section 6.4(b) and Section 6.4(d), if prior to the date that
precedes a Change of Control by at least six (6) months, or more than eighteen (18) months after the occurrence of a Change of Control (as defined below) the
Company terminates the Employee’s employment without Cause, or the Employee terminates his employment for Good Reason, then the Employee will be entitled to
the following benefits (the “Severance Benefits”) payable in a lump sum within thirty (30) days following the Termination Date:
 

(i)           an amount equal to (A) the Employee’s accrued but unpaid then current Base Salary through the Termination Date, plus (B) either (x) the
unpaid Actual Full Year Bonus Amount, if any, or (y) the Deemed Full Year Bonus Amount, if applicable, plus (C) the Employee’s Deemed Pro Rata Bonus
Amount, if any, plus (D) any other amounts that may be reimbursable by the Company to the Employee as expressly provided under this Agreement;
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plus
 

(ii)           with respect to any termination event described in this paragraph (a) of Section 6.4, a single lump sum equal to one and one-half (1.5) times
the sum of (A) the Employee’s annual Base Salary at the highest rate in effect at any time during the thirty-six (36) month period immediately preceding the
Termination Date plus (B) the Employee’s target bonus for the year of the Termination Date, payable in a single lump sum within thirty (30) days following the
Termination Date.

 
(iii)           All stock appreciation rights and other incentive awards held by the Employee will become fully vested and immediately exercisable and all

restrictions on any restricted stock held by the Employee will be removed (other than as may be required under applicable securities laws).
 

(iv)            If the Employee timely and properly elects health continuation coverage under the Consolidated Omnibus Budget Reconciliation Act of
1985 or other applicable law (“COBRA”), the Company shall reimburse the Employee for the “Company’s portion” (as set defined below) of the continuation
coverage (the “COBRA Coverage”) for the duration of the “maximum required period” as such period is set forth under COBRA and the applicable
regulations. Following such period, the Company shall permit the Employee (including his spouse and dependents) to (A) continue to participate in the
Company’s group health plan if permitted under such plan, (B) convert the Company’s group health plan to an individual policy, or (C) obtain other similar
coverage, in each case for up to an additional twelve (12) months after the expiration of the “maximum required period” by the Employee paying one-hundred
percent of the premiums for medical, dental and vision coverage on an after-tax basis (“Medical Benefits”). Notwithstanding the foregoing, the benefits
described in this Section 6.4(a)(iv) may be discontinued by the Company prior to the end of the period provided in this subsection to the extent, but only to
the extent, that the Employee receives substantially similar benefits from a subsequent employer.

 
(v)            Following the end of the COBRA “maximum required period” provided under the Company’s group health plan (the “ Benefit Measurement

Date”), the Company shall, as a separate obligation, reimburse the Employee for any medical premium expenses incurred to purchase the Medical Benefits
under the preceding Section 6.4(a)(iv), but only to the extent such expenses constitute the “Company’s portion” of the premiums for continued Medical
Benefits (which amount shall be referred to herein as the “Medical Reimbursement”).

 
The “Company’s portion” of COBRA Coverage and of premiums for any continuing Medical Benefits shall be the difference between one hundred percent (100%) of
the COBRA Coverage or Medical Benefits premium, as the case may be, and the dollar amount of medical premium expenses paid for the same type or types of
Company medical benefits by a similarly situated employee on the Termination Date.
 
The premiums available for Medical Reimbursement under Section 6.4(a)(v) in any calendar year will not be increased or decreased to reflect the amount actually
reimbursed in a prior or subsequent calendar year, and all Medical Reimbursements under this paragraph will be paid to the Employee within thirty (30) days
following the Company’s receipt of a premium payment for Medical Benefits.
 

( b )           Change of Control Benefits. Subject to the provisions of Section 6.4(d), if a Change of Control has occurred and the Employee’s employment was
terminated by the Company without Cause, or by the Employee for Good Reason as defined in Section 5.3(d), during the period beginning six (6) months prior to the
Change of Control and ending eighteen (18) months following the Change of Control (an “Eligible Termination”), then in lieu of the Severance Benefits under Section
6.4(a), the Employee will be entitled to benefits (the “Change of Control Benefits”) with respect to an Eligible Termination, as follows:
 

(i)           Amounts identical to those set forth in Sections 6.4(a)(i) and (a)(ii) except that the amount described in Section 6.4(a)(ii) will be equal to two
(2) times the sum of (A) the Employee’s annual Base Salary at the highest rate in effect at any time during the thirty-six (36) month period immediately
preceding the Termination Date plus (B) the Employee’s target bonus for the year of the Termination Date; provided, however, that if the Termination Date
preceded the Change of Control, then the Change of Control Benefits will be payable within the later of thirty (30) days following the Termination Date and
thirty (30) days following the Change of Control.
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(ii)           The Company will pay the same COBRA Coverage described in Sections 6.4(a)(iv) and (v). Notwithstanding the foregoing, the benefits

described in this Section 6.4(b)(ii) may be discontinued by the Company prior to the end of the period provided in this subsection (ii) to the extent, but only to
the extent, that the Employee receives substantially similar benefits from a subsequent employer.

 
(iii)           All stock appreciation rights and other incentive awards held by the Employee will become fully vested and immediately exercisable and all

restrictions on any restricted stock held by the Employee will be removed (other than as may be required under applicable securities laws).
 
The foregoing notwithstanding, if the Termination Date preceded the Change of Control, the amount of Severance Benefits to which the Employee will be entitled will
be the difference between the Severance Benefits already paid to the Employee, if any, under Section 6.4(a) and the Severance Benefits to be paid under this
Section 6.4(b).
 

(c)           Definition of Change of Control. For purposes of this Agreement, a “ Change of Control” will mean the first to occur of:
 

(i)           A change in the ownership of the Company which occurs on the date any one individual, entity or other person, or a related group of such
persons (such person or group, a “Person”) acquires ownership of stock of the Company that, together with the stock held by such Person, constitutes more
than fifty percent (50%) of the total fair market value or total voting power of the stock of the Company (whether such change in ownership occurs by way of
a merger, consolidation, purchase or acquisition of stock, or other similar business transaction with the Company); provided, however, that, a Change of
Control shall not occur if any Person owns more than 50% of the total fair market value or total voting power of the Company’s stock and acquires additional
stock;

 
(ii)           A change in the effective control of the Company which occurs on the date a Person acquires (or has acquired during the 12-month period

ending on the date of the most recent acquisition) ownership of the Company’s stock possessing fifty percent (50%) or more of the total voting power of the
stock of the Company; provided, however, if any Person is considered to be in effective control of the Company, the acquisition of additional control of the
Company by the same Person will not be considered a Change in Control;

 
(iii)           A change in the effective control of the Company which occurs on the date a majority of the members of the Board of the Company are

replaced during any 12-month period by directors whose appointment or election is not endorsed by a majority of the members of the Board before the date
of such appointment or election; or

 
(iv)           A change in the ownership of a substantial portion of the Company’s assets which occurs on the date any Person acquires (or has

acquired during the 12-month period ending on the date of the most recent acquisition) assets from the Company that have a total gross fair market value
equal to or more than fifty percent (50%) of the total gross fair market value of all of the assets of the Company immediately before such acquisition(s);
provided, however, that for purposes of this subsection 6.4(c)(iv), the following will not constitute a change in the ownership of a substantial portion of the
Company’s assets: (A) a transfer to an entity that is controlled by the Company’s shareholders immediately after the transfer, or (B) a transfer of assets by
the Company to: (1) a shareholder of the Company (immediately before the asset transfer) in exchange for or with respect to the Company’s stock, (2) an
entity, 50% or more of the total value or voting power of which is owned, directly or indirectly, by the Company, (3) a person, that owns, directly or indirectly,
50% or more of the total value or voting power of all the outstanding stock of the Company, or (4) an entity, at least 50% of the total value or voting power of
which is owned, directly or indirectly, by a person described in subpart (3) immediately above; or

 
(v)           The date on which a complete liquidation or dissolution of the Company is consummated.

 
 

8

EDGAR Stream is a copyright of Issuer Direct Corporation, all rights reserved.



 

 
For purposes of this definition, the term “ gross fair market value ” means the value of the assets of the Company, or the value of the assets being disposed
of, determined without regard to any liabilities associated with such assets. Furthermore, for purposes of this definition, Persons will be considered to be
acting as a group if they are owners of a corporation or other entity that enters into a merger, consolidation, purchase or acquisition of stock, or similar
business transaction with the Company.

 
Notwithstanding anything herein to the contrary, with respect to any amounts that constitute deferred compensation under Section 409A of the Code, to the
extent required to avoid accelerated taxation or penalties, no Change of Control will be deemed to have occurred unless such Change of Control also
constitutes a change in control in the ownership or effective control of the Company or a change in the ownership of a substantial portion of the Company’s
assets under Section 409A of the Code.

 
(d)           Conditions to Receipt of Severance Benefits.

 
( i )           Release. As a condition to receiving any Severance Benefits or Change of Control Benefits to which the Employee may otherwise be

entitled under Section 6.4(a) or Section 6.4(b), the Employee will execute a release (the “Release”), which will include an affirmation of the restrictive
covenants set forth in Section 7 and a non-disparagement provision, in a form and substance satisfactory to the Company and the Employee, of any claims,
whether arising under federal, state or local statute, common law or otherwise, against the Company and its direct or indirect subsidiaries which arise or may
have arisen on or before the date of the Release, other than any claims under this Agreement, which includes any claim to vested benefits under an
employee benefit plan, any claim arising after the execution of the Release or any rights to indemnification from the Company and its direct or indirect
subsidiaries pursuant to any provisions of the Company’s (or any of its subsidiaries’) organizational documents or any directors and officers liability insurance
policies maintained by the Company. The Company will provide the Release to the Employee for signature within ten (10) days after the Termination Date. If
the Company has provided the Release to the Employee for signature within ten (10) days after the Termination Date and if the Employee fails or otherwise
refuses to execute the Release within a reasonable time after the Company has provided the Release to the Employee, and, in all events no later than sixty
(60) days after the Termination Date and prior to the date on which such benefits are to be first paid to him, the Employee will not be entitled to any
Severance Benefits or Change of Control Benefits, as the case may be, or any other benefits provided under this Agreement and the Company will have no
further obligations with respect to the provision of those benefits except as may be required by law. Such Release shall be void ab initio, if Company
thereafter fails to fully and timely pay all compensation and benefits due to Employee under this Agreement.

 
( i i )           Limitation on Benefits.  If, following a termination of employment that gives the Employee a right to the payment of Severance Benefits or

Change of Control Benefits under Section 6.4(a) or Section 6.4(b), the Employee violates in any material respect any of the covenants in Section 7 or as
otherwise set forth in the Release, the Employee will have no further right or claim to any payments or other benefits to which the Employee may otherwise
be entitled under Section 6.4(a) or Section 6.4(b) from and after the date on which the Employee engages in such activities and the Company will have no
further obligations with respect to such payments or benefits, and the covenants in Section 7 will nevertheless continue in full force and effect.

 
6.5            Severance Benefits Not Includable for Employee Benefits Purposes . Except to the extent the terms of any applicable benefit plan, policy or program

provide otherwise, any benefit programs of the Company that take into account the Employee’s income will exclude any and all Severance Benefits and
Change of Control Benefits provided under this Agreement.

 
6.6            Exclusive Severance Benefits. The Severance Benefits payable under Section 6.4(a) or the Change of Control Benefits payable under Section 6.4(b), if

they become applicable under the terms of this Agreement, will be in lieu of any other severance or similar benefits that would otherwise be payable under
any other agreement, plan, program or policy of the Company.

 
6.7            280G Limitation on Change in Control Benefits .
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(a)            Notwithstanding anything in this Agreement to the contrary, if any payment or benefit received or to be received by the Employee in connection with a

Change of Control or the termination of the Employee’s employment (whether pursuant to the terms of this Agreement or any other plan, arrangement or
agreement with the Company, any other entity whose actions result in a Change of Control or any entity affiliated with the Company) (all such payments
and benefits, including the Change of Control Benefits, being hereinafter referred to as the “Total Payments”) would constitute an “excess parachute
payment” under Section 280G(a) of the Code (or any successor provision thereto) and would be subject (in whole or part), to the excise tax imposed under
Section 4999 of the Code (or any successor provision thereto), including any similar state or local tax and any related interest or penalties (collectively, the
“Excise Tax”), then prior to making the Total Payments, a calculation shall be made comparing (i) the After-Tax Value (as defined below) to the Employee of
the Total Payments after payment of the Excise Tax to (ii) the After-Tax Value to the Employee if the Total Payments are limited to the extent necessary to
avoid being subject to the Excise Tax. Only if the amount calculated under clause (i) above is less than the amount under clause (ii) above will the Total
Payments be reduced to the minimum extent necessary to ensure that no portion of the Total Payments is subject to the Excise Tax.

 
(b)           For purposes of this Agreement, “ After-Tax Value” shall mean the present value of the Total Payments reduced by all federal, state, local and foreign

income, excise and employment taxes applicable to such payments. Furthermore, the terms “excess parachute payment” and “parachute payments” shall
have the meanings assigned to them in Code Section 280G, and such “parachute payments” shall be valued as provided therein. All determinations and
calculations required to be made under this Section 6.7 shall be made by the Company’s independent accountants (at Company’s expense), in consultation
with Employee and subject to the reasonable right of Employee’s representative(s) to review and comment on such calculations prior to final determination.
The parties recognize that the actual implementation of the provisions of this Section 6.7 may be complex and agree to deal with each other in good faith to
resolve any questions or disagreements arising hereunder.

 
(c)           The Total Payments shall be reduced, as applicable, in a manner that maximizes the Employee’s economic position. In applying this principle, the reduction

shall be made in a manner consistent with the requirements of Code Section 409A, and where two economically equivalent amounts are subject to
reduction but payable at different times, such amounts shall be reduced on a pro rata basis but not below zero.

 
6.8            Code Section 409A Matters.
 

(a) It is the intention of the Company and Employee that the payments, benefits and rights to which Employee could be entitled pursuant to this Agreement
comply with or be exempt from Section 409A of the Code (or any successor provision thereto), to the extent that the requirements of Section 409A of the Code are
applicable thereto, after application of all available exemptions (including without limitation the “short-term deferral rule” and “involuntary separation pay plan
exception”). The provisions of this Agreement shall be construed in a manner consistent with that intention. If any provision of this Agreement contravenes any
applicable regulations or Treasury guidance promulgated under Section 409A of the Code, or would cause Employee to incur any additional tax, interest or penalty
under Section 409A of the Code, the Company and Employee agree in good faith to reform this Agreement to comply with Section 409A of the Code. Furthermore, in
the event that any benefits payable or otherwise provided under this Agreement would be deemed to constitute non-qualified deferred compensation subject to
Section 409A of the Code, the Company will have the discretion, without violating the provisions of Section 409A of the Code or the Treasury guidance thereunder, to
adjust the terms of such payment or benefit (but not the amount or value thereof) as reasonably necessary or appropriate to avoid the imposition of any excise tax or
other penalty with respect to such payment or benefit under Section 409A of the Code. Any provision required for compliance with Section 409A of the Code that is
omitted from this Agreement shall be incorporated herein by reference and shall apply retroactively, if necessary, and be deemed a part of this Agreement to the
same extent as though expressly set forth herein. The Company makes no representation with respect to the tax treatment of the payments and/or benefits provided
under this Agreement, and in no event will Company be liable for, pay or reimburse any additional tax, interest or penalties that may be imposed on Employee under
Code Section 409A.
 

(b) For purposes of applying the provisions of Section 409A of the Code to this Agreement, each separately identified amount to which Employee is entitled
under this Agreement shall be treated as a separate payment within the meaning of Section 409A of the Code. In addition, to the extent permissible under Section
409A of the Code, any series of installment payments under this Agreement shall be treated as a right to a series of separate payments.
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(c) If required to comply with Section 409A of the Code (but only to the extent so required), a termination of employment shall not be deemed to have

occurred for purposes of this Agreement providing for the payment of any amounts or benefits upon or following a termination of employment unless such termination
is also a “Separation from Service” within the meaning of Section 409A of the Code (excluding death) and, for purposes of any provision of this Agreement, references
to “termination of employment,” “termination,” or like terms shall mean “Separation from Service” (excluding death).
 

(d) If any payment due under this Agreement is conditioned upon the execution of a release of claims, and if the period for consideration of the release (and
any revocation period) spans two (2) of Employee’s tax years, then such payment shall be made on the later of (i) the first business day following the end of the
revocation period, or (ii) the first business day of the second taxable year.
 

(e) With regard to any provision herein that provides for reimbursement of costs and expenses or in-kind benefits, except as permitted by Code Section 409A,
(i) the right to reimbursement or in-kind benefits is not subject to liquidation or exchange for another benefit, and (iii) any such payments shall be made on or before
the last day of Employee’s taxable year following the taxable year in which the expense was incurred.
 

(f) Notwithstanding anything in this Agreement to the contrary, in the event that the Employee is a “specified employee” (as determined under Section 409A of
the Code) at the time of the separation from service triggering the payment or provision of benefits, any payment or benefit under this Agreement which is determined
to provide for a deferral of compensation pursuant to Section 409A of the Code shall not commence being paid or made available to the Employee until after six (6)
months from the Termination Date that constitutes a separation from service within the meaning of Section 409A of the Code, to the extent that such delay is
necessary in order to comply with the requirements of Section 409A of the Code.
 
7.            Restrictive Covenants.
 
7.1            Confidential Information. The Employee hereby acknowledges that in connection with his employment by the Company he will be exposed to and may

obtain certain Confidential Information (as defined below) (including, without limitation, procedures, memoranda, notes, records and customer and supplier
lists whether such information has been or is made, developed or compiled by the Employee or otherwise has been or is made available to him) regarding
the business and operations of the Company and its subsidiaries or affiliates. The Employee further acknowledges that such Confidential Information is
unique, valuable, considered trade secrets and deemed proprietary by the Company. For purposes of this Agreement, “Confidential Information” includes,
without limitation, any information heretofore or hereafter acquired, developed or used by the Company or its direct or indirect subsidiaries relating to
Business Opportunities or Intellectual Property (as those terms are defined below) or other geological, geophysical, economic, financial or management
aspects of the business, operations, properties or prospects of the Company or its direct or indirect subsidiaries, whether oral or in written form. The
Employee agrees that all Confidential Information is and will remain the property of the Company or its direct or indirect subsidiaries, as the case may be.
The Employee further agrees, except for disclosures occurring in the good faith performance of his duties for the Company or its direct or indirect
subsidiaries, during the Employment Term, the Employee will hold in the strictest confidence all Confidential Information, and will not, both during the
Employment Term and for a period of two (2) years after the Termination Date, directly or indirectly, duplicate, sell, use, lease, commercialize, disclose or
otherwise divulge to any person or entity any portion of the Confidential Information or use any Confidential Information, directly or indirectly, for his own
benefit or profit or allow any person, entity or third party, other than the Company or its direct or indirect subsidiaries and authorized executives of the
same, to use or otherwise gain access to any Confidential Information. The Employee will have no obligation under this Agreement with respect to any
information that becomes generally available to the public other than as a result of a disclosure by the Employee or his agent or other representative or
becomes available to the Employee on a non-confidential basis from a source other than the Company or its direct or indirect subsidiaries. Further, the
Employee will have no obligation under this Agreement to keep confidential any of the Confidential Information to the extent that a disclosure of it is
required by law or is consented to by the Company; provided, however, that if and when such a disclosure is required by law, the Employee promptly will
provide the Company with notice of such requirement, so that the Company may seek an appropriate protective order. Employee understands that nothing
contained in this Agreement limits Employee’s ability to file a charge or complaint with the Equal Employment Opportunity Commission, the National Labor
Relations Board, the Occupational Safety and Health Administration, the Securities and Exchange Commission or any other federal, state or local
governmental agency or commission (collectively, “Government Agencies”). Employee further understands that this Agreement does not limit Employee’s
ability to communicate with any Government Agencies or otherwise participate in any investigation or proceeding that may be conducted by any
Government Agency, including providing documents or other information, without notice to the Company. This Agreement does not limit Employee’s right
to receive an award for information provided to any Government Agencies.
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7.2            Return of Property. Employee agrees to deliver promptly to the Company, upon termination of his employment hereunder, or at any other time when the

Company so requests, all documents relating to the business of the Company or its direct or indirect subsidiaries, including without limitation: all geological
and geophysical reports and related data such as maps, charts, logs, seismographs, seismic records and other reports and related data, calculations,
summaries, memoranda and opinions relating to the foregoing, production records, electric logs, core data, pressure data, lease files, well files and
records, land files, abstracts, title opinions, title or curative matters, contract files, notes, records, drawings, manuals, correspondence, financial and
accounting information, customer lists, statistical data and compilations, patents, copyrights, trademarks, trade names, inventions, formulae, methods,
processes, agreements, contracts, manuals or any documents relating to the business of the Company or its direct or indirect subsidiaries and all copies
thereof and therefrom; provided, however, that the Employee will be permitted to retain copies of any documents or materials of a personal nature or
otherwise related to the Employee’s rights under this Agreement, copies of this Agreement and any attendant or ancillary documents.

 
7.3            Non-Compete Obligations .
 

(a)           Non-Compete Obligations During Employment Term.  The Employee agrees that during the Employment Term:
 

(i)           the Employee will not, other than through the Company, engage or participate in any manner, whether directly or indirectly through any
family member or as an employee, employer, consultant, agent, principal, partner, more than one percent (1%) shareholder, officer, director, licensor, lender,
lessor or in any other individual or representative capacity, in any business or activity which is engaged in leasing, acquiring, exploring, producing, gathering
or marketing hydrocarbons and related products; provided that the foregoing shall not be deemed to restrain the participation by the Employee’s spouse in
any capacity set forth above in any business or activity engaged in any such activity and provided further that the Company may, in good faith, take such
reasonable action with respect to the Employee’s performance of his duties, responsibilities and authorities as set forth in Sections 1.1 and 1.2 of this
Agreement as it deems necessary and appropriate to protect its legitimate business interests with respect to any actual or apparent conflict of interest
reasonably arising from or out of the participation by Employee’s spouse in any such competitive business or activity; and

 
(ii)           all investments made by the Employee (whether in his own name or in the name of any family members or other nominees or made by the

Employee’s controlled affiliates), which relate to the leasing, acquisition, exploration, production, gathering or marketing of hydrocarbons and related products
will be made solely through the Company, other than as may be approved by the Board of Directors; and the Employee will not (directly or indirectly through
any family members or other persons), and will not permit any of his controlled affiliates to: (A) invest or otherwise participate alongside the Company or its
direct or indirect subsidiaries in any Business Opportunities (as defined below), or (B) invest or otherwise participate in any business or activity relating to a
Business Opportunity, regardless of whether any of the Company or its direct or indirect subsidiaries ultimately participates in such business or activity, in
either case, except through the Company. Notwithstanding the foregoing, nothing in this Section 7.3 shall be deemed to prohibit the Employee or any family
member from owning, or otherwise having an interest in, less than one percent (1%) of any publicly owned entity or three percent (3%) or less of any private
equity fund or similar investment fund that invests in any business or activity engaged in any of the activities set forth above, provided that Employee has no
active role with respect to any investment by such fund in any entity.
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( b )           Non-Compete Obligations After Termination Date.  The Employee agrees that the Employee will not engage or participate in any manner, whether

directly or indirectly, through any family member or other person or as an employee, employer, consultant, agent principal, partner, more than one percent (1%)
shareholder, officer, director, licensor, lender, lessor or in any other individual or representative capacity during the one (1) year period following the Termination
Date; provided, however, such period shall be eighteen (18) months if Employee received Severance Benefits pursuant to Section 6.4(a), in any business or activity
which is in direct competition with the business of the Company or its direct or indirect subsidiaries in the leasing, acquiring, exploring, producing, gathering or
marketing of hydrocarbons and related products within the boundaries of, or within a two-mile radius of the boundaries of, any mineral property interest of any of the
Company or its direct or indirect subsidiaries (including, without limitation, a mineral lease, overriding royalty interest, production payment, net profits interest, mineral
fee interest or option or right to acquire any of the foregoing, or an area of mutual interest as designated pursuant to contractual agreements between the Company
and any third party) or any other property on which any of the Company or its direct or indirect subsidiaries has an option, right, license or authority to conduct or
direct exploratory activities, such as three-dimensional seismic acquisition or other seismic, geophysical and geochemical activities (but not including any preliminary
geological mapping), as of the Termination Date or as of the end of the six (6) month period following such Termination Date; provided that, this Section 7.3(b) will
not preclude the Employee from making investments in securities of oil and gas companies which are registered on a national stock exchange, if (A) the aggregate
amount owned by the Employee and all family members and affiliates does not exceed five percent (5%) of such company’s outstanding securities, and (B) the
aggregate amount invested in such investments by the Employee and all family members and affiliates after the date hereof does not exceed $1,000,000.
 
Notwithstanding the foregoing, nothing in this Section 7.3 shall be deemed to restrain the participation by Employee’s spouse in any capacity set forth above in any
business or activity described above.
 

( c )           Not Applicable Following Change of Control Termination. The Employee will not be subject to the covenants contained in Section 7.3(b) and such
covenants will not be enforceable against the Employee from and after the date of an Eligible Termination if such Eligible Termination occurs within six (6) months
before or eighteen (18) months after a Change of Control.
 
7.4            Non-Solicitation.
 

(a)           Non-Solicitation Other than Following a Change of Control Termination . During the Employment Term and for a period of one (1) year following the
Termination Date; provided, however, such period shall be eighteen (18) months if Employee received Severance Benefits pursuant to Section 6.4(a), the Employee
will not, whether for his own account or for the account of any other Person (other than the Company or its direct or indirect subsidiaries), (i) intentionally solicit,
endeavor to entice away from the Company or its direct or indirect subsidiaries, or otherwise interfere with the relationship of the Company or its direct or indirect
subsidiaries with, any person who is employed by the Company or its direct or indirect subsidiaries (including any independent sales representatives or
organizations), or (ii) using Confidential Information, solicit, endeavor to entice away from the Company or its direct or indirect subsidiaries, or otherwise interfere with
the relationship of the Company or its direct or indirect subsidiaries with, any client or customer of the Company or its direct or indirect subsidiaries in direct
competition with the Company.
 

( b )           Not Applicable Following Change of Control Termination. The Employee will not be subject to the covenants contained in Section 7.4(a) and such
covenants will not be enforceable against the Employee from and after the date of an Eligible Termination if such Eligible Termination occurs within six (6) months
before or eighteen (18) months following a Change of Control.
 
7.5            Assignment of Developments. The Employee assigns and agrees to assign without further compensation to the Company and its successors, assigns or

designees, all of the Employee’s right, title and interest in and to all Business Opportunities and Intellectual Property (as those terms are defined below),
and further acknowledges and agrees that all Business Opportunities and Intellectual Property constitute the exclusive property of the Company.

 
For purposes of this Agreement, “ Business Opportunities” means all business ideas, prospects, proposals or other opportunities pertaining to the lease, acquisition,
exploration, production, gathering or marketing of hydrocarbons and related products and the exploration potential of geographical areas on which hydrocarbon
exploration prospects are located, which are developed by the Employee during the Employment Term, or originated by any third party and brought to the attention of
the Employee during the Employment Term, together with information relating thereto (including, without limitation, geological and seismic data and interpretations
thereof, whether in the form of maps, charts, logs, seismographs, calculations, summaries, memoranda, opinions or other written or charted means).
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For purposes of this Agreement, “ Intellectual Property” shall mean all ideas, inventions, discoveries, processes, designs, methods, substances, articles, computer
programs and improvements (including, without limitation, enhancements to, or further interpretation or processing of, information that was in the possession of the
Employee prior to the date of this Agreement), whether or not patentable or copyrightable, which do not fall within the definition of Business Opportunities, which the
Employee discovers, conceives, invents, creates or develops, alone or with others, during the Employment Term, if such discovery, conception, invention, creation or
development (a) occurs in the course of the Employee’s employment with the Company, (b) occurs with the use of any of the time, materials or facilities of the
Company or its direct or indirect subsidiaries, and (c) in the good faith judgment of the Board, relates or pertains in any material way to the purposes, activities or
affairs of the Company or its direct or indirect subsidiaries.
 
7.6            Injunctive Relief. The Employee acknowledges that a breach of any of the covenants contained in this Section 7 may result in material, irreparable injury to

the Company for which there is no adequate remedy at law, that it will not be possible to measure damages for such injuries precisely and that, in the
event of such a breach or threat of breach, the Company will be entitled to obtain a temporary restraining order and/or a preliminary or permanent
injunction restraining the Employee from engaging in activities prohibited by this Section 7 or such other relief as may be required to specifically enforce
any of the covenants in this Section 7.

 
7.7            Adjustment of Covenants. The parties consider the covenants and restrictions contained in this Section 7 to be reasonable. However, if and when any such

covenant or restriction is found to be void or unenforceable and would have been valid had some part of it been deleted or had its scope of application
been modified, such covenant or restriction will be deemed to have been applied with such modification as would be necessary and consistent with the
intent of the parties to have made it valid, enforceable and effective.

 
7.8            Forfeiture Provision.
 

(a)           Detrimental Activities. If the Employee engages in any activity that violates any covenant or restriction contained in this Section 7, in addition to any
other remedy the Company may have at law or in equity, (i) the Employee will be entitled to no further payments or benefits from the Company under this Agreement
or otherwise, except for any payments or benefits required to be made or provided under applicable law, (ii) all unexercised forms of equity compensation held by or
credited to the Employee will terminate effective as of the date on which the Employee engages in that activity, unless terminated sooner by operation of another term
or condition of this Agreement or other applicable plans and agreements, and (iii) any exercise, payment or delivery pursuant to any equity compensation award that
occurred within one (1) year prior to the date on which the Employee engages in that activity may be rescinded within one (1) year after the first date that a majority of
the members of the Board first became aware that the Employee engaged in that activity. In the event of any such rescission, the Employee will pay to the Company
the amount of any gain realized or payment received as a result of the rescinded exercise, payment or delivery, in such manner and on such terms and conditions as
may be required.
 

( b )           Right of Setoff. The Employee consents to a deduction from any amounts the Company owes the Employee from time to time (including amounts
owed as wages or other compensation, fringe benefits, or vacation pay, as well as any other amounts owed to the Employee by the Company), to the extent of the
amounts the Employee owes the Company under Section 7.8(a). Whether or not the Company elects to make any setoff in whole or in part, if the Company does not
recover by means of setoff the full amount the Employee owes, calculated as set forth above, the Employee agrees to pay immediately the unpaid balance to the
Company. In the discretion of the Board, reasonable interest may be assessed on the amounts owed, calculated from the later of (i) the date the Employee engages
in the prohibited activity and (ii) the applicable date of exercise, payment or delivery.
 

( c )           Forfeiture by Company.  In the event that Company fails to timely and fully pay to Employee all Severance Benefits or Change of Control Benefits
due under this Agreement, then Company shall forfeit all right to enforce this Section 7.
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8.            Miscellaneous.
 
8.1            Assignment; Successors; Binding Agreement. This Agreement may not be assigned by either party, whether by operation of law or otherwise, without the

prior written consent of the other party, except that any right, title or interest of the Company arising out of this Agreement may be assigned to any
corporation or other entity controlling, controlled by, or under common control with the Company, or to any corporation or other entity or person
succeeding to the business and substantially all of the assets of the Company or any affiliates for which the Employee performs substantial services
whether by reason of a merger, consolidation, statutory share exchange, sale of assets or similar form of corporate transaction (a “Business
Combination”). Subject to the foregoing, this Agreement will be binding upon and will inure to the benefit of the parties and their respective heirs, legatees,
devisees, personal representatives, successors and assigns. The Company agrees that in connection with any Business Combination, it shall obtain from
any successor entity or person to the Company a written agreement to assume and perform all obligations of the Company under this Agreement (and
shall cause any parent corporation or entity in such Business Combination to guarantee such obligations). Failure of the Company to obtain such
assumption and guarantee prior to the effectiveness of any such Business Combination that constitutes a Change of Control shall be a material breach of
this Agreement.

 
8.2            Modification and Waiver. Except as otherwise provided below, no provision of this Agreement may be modified, waived, or discharged unless such waiver,

modification or discharge is duly approved by the Board and is agreed to in writing by the Employee and such officer(s) as may be specifically authorized
by the Board to effect it. No waiver by any party of any breach by any other party of, or of compliance with, any term or condition of this Agreement to be
performed by any other party, at any time, will constitute a waiver of similar or dissimilar terms or conditions at that time or at any prior or subsequent time.

 
8.3            Entire Agreement. This Agreement together with any attendant or ancillary documents, embodies the entire understanding of the parties hereto, and, upon

the Effective Date, will supersede all other oral or written agreements or understandings between them regarding the subject matter hereof; provided,
however, that if there is a conflict between any of the terms in this Agreement and the terms in any ancillary document to which the Employee is party or
any other award agreement between the Company and the Employee, the terms of this Agreement shall govern. No agreement or representation, oral or
otherwise, express or implied, with respect to the subject matter of this Agreement, has been made by either party which is not set forth expressly in this
Agreement or the other documents referenced in this Section 8.3.

 
8.4            Governing Law. The validity, interpretation, construction and performance of this Agreement will be governed by the laws of the State of Texas other than

the conflict of laws provision thereof.
 
8.5            Consent to Jurisdiction; Service of Process; Waiver of Jury Trial.
 

( a )           Disputes. In the event of any dispute, controversy or claim between the Company and the Employee arising out of or relating to the interpretation,
application or enforcement of the provisions of this Agreement, the Company and the Employee agree and consent to the personal jurisdiction of the state and local
courts of Harris County, Texas for resolution of the dispute, controversy or claim, and that those courts, and only those courts, shall have any jurisdiction to determine
any dispute, controversy or claim related to, arising under or in connection with this Agreement. The Company and the Employee also agree that those courts are
convenient forums for the parties to any such dispute, controversy or claim and for any potential witnesses and that process issued out of any such court or in
accordance with the rules of practice of that court may be served by mail or other forms of substituted service to the Company at the address of its principal
executive offices and to the Employee at his last known address as reflected in the Company’s records.
 

(b)           Waiver of Right to Jury Trial.
 
THE COMPANY AND THE EMPLOYEE HEREBY VOLUNTARILY, KNOWINGLY AND INTENTIONALLY WAIVE ANY AND ALL RIGHTS TO TRIAL BY JURY TO
ALL CLAIMS ARISING OUT OF OR RELATING TO THIS AGREEMENT, AS WELL AS TO ALL CLAIMS ARISING OUT OF EMPLOYEE’S EMPLOYMENT WITH
THE COMPANY OR TERMINATION THEREFROM INCLUDING, BUT NOT LIMITED TO:
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(i)           Any and all claims and causes of action arising under contract, tort or other common law including, without limitation, breach of contract,

fraud, estoppel, misrepresentation, express or implied duties of good faith and fair dealing, wrongful discharge, discrimination, retaliation, harassment,
negligence, gross negligence, false imprisonment, assault and battery, conspiracy, intentional or negligent infliction of emotional distress, slander, libel,
defamation and invasion of privacy.

 
(ii)           Any and all claims and causes of action arising under any federal, state or local law, regulation or ordinance, including, without limitation,

claims arising under Title VII of the Civil Rights Act of 1964, the Pregnancy Discrimination Act, the Age Discrimination in Employment Act, the Americans with
Disabilities Act, the Family and Medical Leave Act, the Fair Labor Standards Act and all corresponding state laws.

 
(iii)           Any and all claims and causes of action for wages, employee benefits, vacation pay, severance pay, pension or profit sharing benefits,

health or welfare benefits, bonus compensation, commissions, deferred compensation or other remuneration, employment benefits or compensation, past or
future loss of pay or benefits or expenses.

 
8.6            Withholding of Taxes. The Company will withhold from any amounts payable under the Agreement all federal, state, local or other taxes as legally will be

required to be withheld.
 
8.7            Notices. All notices, consents, waivers, and other communications under this Agreement must be in writing and will be deemed to have been duly given

when (a) delivered by hand (with written confirmation of receipt), (b) sent by facsimile (with written confirmation of receipt), provided that a copy is mailed
by registered mail, return receipt requested, or (c) when received by the addressee, if sent by a nationally recognized overnight delivery service (receipt
requested), in each case to the appropriate addresses and facsimile numbers set forth below (or to such other addresses and facsimile numbers as a party
may designate by notice to the other parties).

 
to the Company:
 
Yuma Energy, Inc.
Attention: Chief Executive Officer
1177 West Loop South, Suite 1825
Houston, Texas 77027
 
to the Employee:
 
The address of the Employee on file with the Company.
 
Addresses may be changed by written notice sent to the other party at the last recorded address of that party.
 
8.8            Severability. The invalidity or unenforceability of any provision or provisions of this Agreement will not affect the validity or enforceability of any other

provision of this Agreement, which will remain in full force and effect.
 
8.9            Counterparts. This Agreement may be executed in one or more counterparts, each of which will be deemed to be an original but all of which together will

constitute one and the same instrument.
 
8.10            Headings. The headings used in this Agreement are for convenience only, do not constitute a part of the Agreement, and will not be deemed to limit,

characterize, or affect in any way the provisions of the Agreement, and all provisions of the Agreement will be construed as if no headings had been used
in the Agreement.

 
8.11            Construction. As used in this Agreement, unless the context otherwise requires: (a) the terms defined herein will have the meanings set forth herein for all

purposes; (b) references to “Section “ are to a section hereof; (c) “ include,” “includes” and “including” are deemed to be followed by “without limitation”
whether or not they are in fact followed by such words or words of like import; (d) “writing,” “written” and comparable terms refer to printing, typing,
lithography and other means of reproducing words in a visible form; (e) “hereof,” “herein,” “hereunder” and comparable terms refer to the entirety of this
Agreement and not to any particular section or other subdivision hereof or attachment hereto; (f) references to any gender include references to all
genders; and (g) references to any agreement or other instrument or statute or regulation are referred to as amended or supplemented from time to time
(and, in the case of a statute or regulation, to any successor provision).

 
 

16

EDGAR Stream is a copyright of Issuer Direct Corporation, all rights reserved.



 

 
8.12            Capacity; No Conflicts. The Employee represents and warrants to the Company that: (a) he has full power, authority and capacity to execute and deliver

this Agreement, and to perform his obligations hereunder, (b) such execution, delivery and performance will not (and with the giving of notice or lapse of
time, or both, would not) result in the breach of any agreement or other obligation to which he is a party or is otherwise bound, and (c) this Agreement is
his valid and binding obligation, enforceable in accordance with its terms. Employee warrants and represents that he has actual authority to enter into this
Agreement as the authorized act of the indicated entities.

 
[Signature Page Follows]
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IN WITNESS WHEREOF,  the parties have duly executed this Agreement as of the date first written above.
 
 
YUMA ENERGY, INC.:
 
 
By: /s/ Sam L. Banks
Name: Sam L. Banks
Title: Chief Executive Officer
 
 
 
EMPLOYEE:
 
 
/s/ Paul D. McKinney
Paul D. McKinney
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Exhibit 10.3
AMENDED AND RESTATED EMPLOYMENT AGREEMENT

 
April 20, 2017

 
 
This Amended and Restated Employment Agreement (this “ Agreement”) is entered into by and between YUMA ENERGY, INC., a Delaware corporation (the
“Company”), and James J. Jacobs (the “Employee”) as of the date first set forth above (the “ Effective Date”) on the terms set forth herein.
 
WHEREAS, The Yuma Companies, Inc., a Delaware corporation (“ TYC”), and the Employee previously entered into an employment agreement dated July 15, 2013
(the “Original Employment Agreement”);
 
WHEREAS, Yuma Energy, Inc., California corporation (“ Yuma California”), assumed obligations under the Original Employment Agreement as part of the closing of a
merger on September 10, 2014; and
 
WHEREAS, the Company assumed the Original Employment Agreement as part of the closing of the merger on October 26, 2016; and
 
WHEREAS, the Company and the Employee desire to amend and restate the Original Employment Agreement on the terms and conditions set forth herein.
 
NOW THEREFORE, the parties, intending to be legally bound, agree as follows:
 
1.            Position and Duties.
 
1.1            Employment; Titles; Reporting. The Company agrees to continue to employ the Employee and the Employee agrees to continue employment with the

Company, upon the terms and subject to the conditions provided under this Agreement. During the Employment Term (as defined in Section 2), the
Employee will serve the Company as Executive Vice President, Chief Financial Officer and Treasurer. In such capacity, the Employee will report to the
Chief Executive Officer and otherwise will be subject to the direction and control of the Board of Directors of the Company (including any committee
thereof, the “Board”) and will have such duties, responsibilities and authorities as may be assigned to him by the Chief Executive Officer or the Board from
time to time and otherwise consistent with such position in a publicly traded company comparable to the Company which is engaged in natural gas and oil
exploration, development, acquisition and production.

 
1.2            Duties. During the Employment Term, the Employee will devote substantially all of his full working time to the business and affairs of the Company, will

use his best efforts to promote the Company’s interests and will perform his duties and responsibilities faithfully, diligently and to the best of his ability,
consistent with sound business practices. The Employee may be required by the Board to provide services to, or otherwise serve as an officer or director
of, any direct or indirect subsidiary of the Company. The Employee will comply with the Company’s policies, codes and procedures, as they may be in
effect from time to time, applicable to executive officers of the Company. Subject to the preceding sentence, the Employee may engage in other business
and charitable activities, provided that such charitable and/or other business activities do not violate Section 7, create a conflict of interest or the
appearance of a conflict of interest with the Company or materially interfere with the performance of his obligations to the Company under this Agreement.

 
1.3            Place of Employment. The Employee will perform his duties under this Agreement at the Company’s offices in Houston, Texas, with the likelihood of

business travel from time to time.
 
2.            Term of Employment.
 
The term of the Employee’s employment by the Company under this Agreement (the “ Employment Term”) commenced on the Effective Date and will continue until
employment is terminated by either party under Section 5. The date upon which the Employee’s employment ends is referred to in this Agreement as the “Termination
Date.” For the purpose of Sections 5 and 6 of this Agreement, the Termination Date shall be the date upon which the Employee incurs a “separation from service” as
defined in Section 409A of the Internal Revenue Code of 1986, as amended (the “Code”), and regulations issued thereunder.
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3.            Compensation.
 
3.1            Base Salary. During the Employment Term, the Employee will be entitled to receive a base salary (“ Base Salary”) at an annual rate of not less than

$350,000 for services rendered to the Company and any of its direct or indirect subsidiaries, payable in accordance with the Company’s regular payroll
practices. The Employee’s Base Salary will be reviewed annually by the Board and may be adjusted upward in the Board’s sole discretion, but not
downward.

 
3.2            Annual Bonus Compensation. During the Employment Term, the Employee shall have the opportunity to earn incentive compensation in the form of an

annual bonus target equal to 90% of Base Salary, as in effect at the beginning of the applicable calendar year, based on the achievement of performance
goals established by the Board in its sole discretion under any incentive compensation or other bonus plan or arrangement as may be established by the
Board from time to time (collectively, the “Employee Bonus Plan”). Under the Employee Bonus Plan, the Board may, in its discretion, set, in advance, an
annual target bonus for the Employee. The percentage of the Employee’s Base Salary that the Board designates for the Employee to receive as his annual
target bonus under any Employee Bonus Plan, as such percentage may be adjusted upward or downward from time to time in the sole discretion of the
Board, or replaced by another methodology of determining Employee’s target bonus, is referred to herein as the Employee’s “Bonus Level
Percentage.” The amount paid to the Employee through application of the Bonus Level Percentage is the Employee’s “ Bonus Level Amount.” The “Annual
Bonus” is the Bonus Level Amount paid to the Employee in any given year. The Annual Bonus, if any, will be paid within two and one-half (2.5) months
after the end of the applicable calendar year. Except as otherwise provided in Section 6, (i) the Annual Bonus will be subject to the terms of the Employee
Bonus Plan under which it is granted and (ii) in order to be eligible to receive an Annual Bonus, the Employee must be employed by the Company on the
day that Annual Bonuses are paid.

 
3.3            Long-Term Incentive Compensation. With respect to each calendar year of the Company ending during the Employment Term, the Employee shall be

eligible to receive annual long-term equity incentive awards under the Company’s 2014 Long-Term Incentive Plan (the “Plan”) or any successor plan, with
a target value of no less than 250% of Base Salary (based on the grant date value of any such award). Each such award shall contain vesting and other
terms in the sole discretion of the Board. All other terms and conditions applicable to each such award shall be determined by the Board and shall be no
less favorable than those that apply to similarly situated executive officers of the Company.

 
4.            Expenses and Other Benefits.
 
4.1            Reimbursement of Expenses. The Employee will be entitled to receive prompt reimbursement for all reasonable expenses incurred by him during the

Employment Term (in accordance with the policies and practices presently followed by the Company or as may be established by the Board from time to
time for the Company’s senior executive officers) in performing services under this Agreement; provided that the Employee properly accounts for such
expenses in accordance with the Company’s policies as in effect from time to time. Such reimbursement shall be paid on or before the end of the calendar
year following the calendar year in which any such reimbursable expense was incurred, and the Company shall not be obligated to pay any such
reimbursement amount for which Employee fails to submit an invoice or other documented reimbursement request at least ten (10) business days before
the end of the calendar year next following the calendar year in which the expense was incurred. Business related expenses shall be reimbursable only to
the extent they were incurred during the term of the Agreement, but in no event shall the time period extend beyond the later of the lifetime of Employee
or, if longer, five (5) years. The amount of such reimbursements that the Company is obligated to pay in any given calendar year shall not affect the
amount the Company is obligated to pay in any other calendar year. In addition, the Employee may not liquidate or exchange the right to reimbursement of
such expenses for any other benefits.

 
4.2            Vacation. The Employee will be entitled to paid vacation time each year during the Employment Term that will accrue in accordance with the Company’s

policies and procedures now in force or as such policies and procedures may be modified with respect to all senior executive officers of the Company.
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4.3            Other Employee Benefits. In addition to the foregoing, during the Employment Term, the Employee will be entitled to participate in and to receive benefits

as a senior executive under all of the Company’s employee benefit plans, programs and arrangements available to senior executives, subject to the
eligibility criteria and other terms and conditions thereof, as such plans, programs and arrangements may be duly amended, terminated, approved or
adopted by the Board from time to time.

 
4.4            Overriding Royalty Interest Plan. Any overriding royalty interest (“ ORRI”) granted to the Employee on either a lease or a well prior to the Effective Date

pursuant to the Company’s Overriding Royalty Interest Plan dated November 7, 2013 and as amended in 2014 (the “ORRI Plan”) and/or the Original
Employment Agreement shall be fully vested as of the Effective Date. After the Effective Date, the Employee shall not be entitled to any grants of an ORRI
pursuant to the ORRI Plan.

 
5.            Termination of Employment.
 
5.1            Death. The Employee’s employment under this Agreement will terminate upon his death.
 
5.2            Termination by the Company .
 

( a )           Terminable at Will. The Company may terminate the Employee’s employment under this Agreement at any time with or without Cause (as defined
below).
 

( b )           Definition of Cause. For purposes of this Agreement, the Company will have “ Cause” to terminate the Employee’s employment under this
Agreement by reason of any of the following:
 

(i)           the Employee’s conviction of, or plea of nolo contendere to, any felony or to any crime or offense causing substantial harm to any of the
Company or its direct or indirect subsidiaries (whether or not for personal gain) or involving acts of theft, fraud, embezzlement, moral turpitude or similar
conduct;

 
(ii)            the Employee’s repeated intoxication by alcohol or other drugs during the performance of his duties;

 
(iii)           the Employee’s willful and intentional misuse of any of the funds of the Company or its direct or indirect subsidiaries;

 
(iv)            embezzlement against the Company or its direct or indirect subsidiaries by the Employee;

 
(v)            the Employee’s willful and material misrepresentations or concealments in any written reports submitted to any of the Company or its direct

or indirect subsidiaries;
 

(vi)           the Employee’s willful and intentional material breach of this Agreement;
 

(vii)            the Employee’s material failure to follow or comply with the reasonable and lawful written directives of the Board; or
 

(viii)            conduct constituting a material breach by the Employee of the Company’s then current Corporate Code of Business Conduct and Ethics,
and any other written policy referenced therein; provided that in each case the Employee knew or should have known such conduct to be a breach.

 
( c )           Notice and Cure Opportunity in Certain Circumstances . The Employee may be afforded a reasonable opportunity to cure any act or omission that

would otherwise constitute “Cause” hereunder according to the following terms: The Board shall give the Employee written notice stating with reasonable specificity
the nature of the circumstances determined by the Board in its reasonable and good faith judgment to constitute “Cause.” If, in the reasonable and good faith
judgment of the Board, the alleged breach is reasonably susceptible to cure, the Employee will have thirty (30) days from his receipt of such notice to effect the cure
of such circumstances or such breach to the reasonable and good faith satisfaction of the Board. The Board will state whether the Employee will have such an
opportunity to cure in the initial notice of “Cause” referred to above. Prior to termination for Cause, in those instances where the initial notice of Cause states that the
Employee will have an opportunity to cure, the Company shall provide an opportunity for the Employee to be heard by the Board or a Board committee designated by
the Board to hear the Employee. The decision as to whether the Employee has satisfactorily cured the alleged breach shall be made at such meeting. If, in the
reasonable and good faith judgment of the Board, the alleged breach is not reasonably susceptible to cure, or such circumstances or breach have not been
satisfactorily cured within such thirty (30) day cure period, such breach will thereupon constitute “Cause” hereunder.
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5.3            Termination by the Employee .
 

( a )            Terminable at Will. The Employee may terminate his employment under this Agreement at any time with or without Good Reason (as defined
below).
 

( b )           Notice and Cure Opportunity . If such termination is with Good Reason, the Employee will give the Company written notice, which will identify with
reasonable specificity the grounds for the Employee’s resignation and provide the Company with thirty (30) days from the day such notice is given to cure the alleged
grounds for resignation contained in the notice. A termination will not be for Good Reason if such notice is given by the Employee to the Company more than ninety
(90) days after the occurrence of the event that the Employee alleges is Good Reason for his termination hereunder.
 

( c )           Definition of Good Reason Other Than Upon Change of Control . For purposes of this Agreement, other than in the event of a Change of Control,
“Good Reason” will mean any of the following to which the Employee will not consent in writing: (i) a material reduction of the Employee’s then current Base Salary;
(ii) failure by the Company to pay in full on a current basis (A) any of the compensation or benefits described in this Agreement that are due and owing, or (B) any
amounts due and owing to the Employee under any long-term or short-term or other incentive compensation plans, agreements or awards; (iii) material breach of any
provision of this Agreement by Company; (iv) any material reduction in the Employee’s title, authority or responsibilities as set forth in this Agreement; or (v) a
relocation of the Employee’s primary place of employment to a location more than fifty (50) miles from the Company’s location in Houston, Texas at the Effective
Date.
 

(d)           Definition of Good Reason For Purposes of Change of Control. For purposes of a Change of Control, “ Good Reason” will mean any of the following
to which the Employee will not consent in writing, but only if the Termination Date is within six (6) months before or eighteen (18) months after a Change of Control:
(i) a material reduction in either the Employee’s then current Base Salary, Bonus Level Percentage, or both; (ii) failure by the Company to pay in full on a current
basis (A) any of the compensation or benefits described in this Agreement that are due and owing, or (B) any amounts due and owing to the Employee under any
long-term or short-term or other incentive compensation plans, agreements or awards; (iii) a material breach of any provision of this Agreement by the Company; (iv)
any material reduction in the Employee’s title, authority or responsibilities as set forth in this Agreement; or (v) a relocation of the Employee’s primary place of
employment to a location more than fifty (50) miles from the Company’s principal office location in Houston, Texas on the day immediately preceding the Change of
Control.
 
5.4            Notice of Termination. Any termination of the Employee’s employment by the Company or by the Employee during the Employment Term (other than

termination pursuant to Section 5.1) will be communicated by written Notice of Termination to the other party hereto in accordance with Section 8.7. For
purposes of this Agreement, a “Notice of Termination” means a written notice that (a) indicates the specific termination provision in this Agreement relied
upon, (b) to the extent applicable, sets forth in reasonable detail the facts and circumstances claimed to provide a basis for termination of the Employee’s
employment under the provision so indicated, and (c) if the Termination Date (as defined herein) is other than the date of receipt of such notice, specifies
the Termination Date (which Termination Date will be not more than thirty (30) days after the giving of such notice).

 
5.5            Disability. If the Company determines in good faith that the Disability (as defined herein) of the Employee has occurred during the Employment Term, it

may, without breaching this Agreement, give to the Employee written notice in accordance with Section 5.4 of its intention to terminate the Employee’s
employment. In such event, the Employee’s employment with the Company will terminate effective on the fifteenth (15th) day after receipt of such notice
by the Employee, provided that, within the fifteen (15) days after such receipt, the Employee will not have returned to full-time performance of the
Employee’s duties.
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“Disability” means the Employee is unable to continue providing services by reason of any medically determinable physical or mental impairment which can be
expected to result in death or can be expected to last for a continuous period of not less than twelve (12) months. For purposes of this Agreement, the determination
of Disability shall be made in the sole and absolute discretion of the Board.
 
At any time and from time to time, upon reasonable request therefor by the Company, the Employee will submit to reasonable medical examination for the purpose of
determining the existence, nature and extent of any such Disability. Any physician selected by the Company shall be certified in the appropriate field, shall have no
actual or potential conflict of interest, and may not be a physician who has been retained by the Company for any purpose within the prior three (3) years.
 
6.            Compensation of the Employee Upon Termination. Subject to the provisions of Sections 6.4(d), 6.7 and 6.8, the Employee shall be entitled to receive the

amount specified upon the termination events designated below:
 
6.1            Death. If the Employee’s employment under this Agreement is terminated by reason of his death, the Company shall pay to the person or persons

designated by the Employee for that purpose in a notice filed with the Company, or, if no such person will have been so designated, to his estate, in a lump
sum within thirty (30) days following the Termination Date, the amount of:

 
(a)            the Employee’s accrued but unpaid then current Base Salary through the Termination Date, payable,

 
plus
 

(b)           the unpaid Bonus Level Amount, if any, with respect to the last full year during which the Employee was employed by the Company determined as
follows:
 

(i)           If the Employee was employed for the entire previous year but the Termination Date occurred prior to the Board finally determining the
Bonus Level Amount for the preceding year, then the Company’s performance will be deemed to have been such that the Employee would have been
awarded 100% of his Bonus Level Percentage for that year (the “Deemed Full Year Bonus Amount”);

 
or
 

(ii)            If the Employee was employed for the entire previous year and the Board had already finally determined the Bonus Level Amount for the
preceding year by the Termination Date but the Company had not yet paid the Employee his Bonus Level Amount, then the Bonus Level Amount will be that
Bonus Level Amount determined by the Board (the “Actual Full Year Bonus Amount”);

 
plus
 

(iii)            an amount representing a deemed bonus for the fiscal year in which the Termination Date occurs, which is equal to the Bonus Level
Amount that would be received by the Employee if the Company’s performance for the year is deemed to be at the level entitling the Employee to 100% of
his Bonus Level Percentage and then multiplying the Bonus Level Amount resulting from applying 100% of his Bonus Level Percentage by a fraction, the
numerator of which is the number of days from the first day of the fiscal year of the Company in which such termination occurs through and including the
Termination Date and the denominator of which is 365 (“Deemed Pro Rata Bonus Amount”);

 
plus
 

(c)           any other amounts that may be reimbursable by the Company to the Employee as expressly provided under this Agreement.
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For a period of up to thirty-six (36) months following the termination of this Agreement by reason of Employee’s death, Employee’s spouse and eligible dependents
will continue to be eligible to receive medical coverage under the Company’s medical plans in accordance with the terms of the applicable plan documents; provided,
that in order to receive such continued coverage at such rates, Employee’s spouse and eligible dependents will be required to pay the applicable premiums to the
plan provider, and the Company will reimburse such spouse and eligible dependents, within sixty (60) days following the date such monthly premium payment is due,
an amount equal to the monthly COBRA premium payment, less applicable tax withholdings.
 
Subject to the provisions of this Section 6.1, the Company shall pay to the Employee or his estate, in accordance with the Company’s regular payroll practices, the
Employee’s Base Salary (as in effect on the Termination Date) for twelve (12) months after such Termination Date. Thereafter, the Company will have no further
obligation to the Employee or his estate under this Agreement, other than for payment of any amounts accrued and vested under any employee benefit plans or
programs of the Company and any payments or benefits required to be made or provided under applicable law.
 
6.2            Disability. In the event of the Employee’s termination by reason of Disability pursuant to Section 5.5, the Employee will continue to receive his Base Salary

in effect immediately prior to the Termination Date and participate in applicable employee benefit plans or programs of the Company (on an equivalent
basis to those employee benefit plans or programs provided under Section 6.4(a)(iv) below) through the Termination Date, subject to offset dollar-for-dollar
by the amount of any disability income payments provided to the Employee under any Company disability policy or program funded by the Company, and
the Company shall pay the Employee the following amounts in a lump sum within thirty (30) days following the Termination Date: the sum of (a) the
Employee’s accrued but unpaid then current Base Salary through the Termination Date, plus (b) either the (i) unpaid Actual Full Year Bonus Amount, if
any, or (ii) the Deemed Full Year Bonus Amount, if applicable, plus (c) the Employee’s Deemed Pro Rata Bonus Amount, plus (d) any other amounts that
may be reimbursable by the Company to the Employee as expressly provided under this Agreement. Subject to the provisions of this Section 6.2, the
Company shall pay to the Employee or his estate, in accordance with the Company’s regular payroll practices, the Employee’s Base Salary (as in effect
on the Termination Date) for twelve (12) months after such Termination Date. Thereafter, the Company will have no further obligation to the Employee
under this Agreement, other than for payment of any amounts accrued and vested under any employee benefit plans or programs of the Company and any
payments or benefits required to be made or provided under applicable law.

 
6.3            By the Company for Cause or the Employee Without Good Reason . If the Employee’s employment is terminated by the Company for Cause, or if the

Employee terminates his employment other than for Good Reason, the Employee will receive (a) the Employee’s accrued but unpaid then current Base
Salary through the Termination Date, payable in a lump sum within thirty (30) days following the Termination Date, and (b) any other amounts that may be
reimbursable by the Company to the Employee as expressly provided under this Agreement, payable in a lump sum within thirty (30) days following the
Termination Date, and the Company thereafter will have no further obligation to the Employee under this Agreement, other than for payment of any
amounts accrued and vested under any employee benefit plans or programs of the Company, and any payments or benefits required to be made or
provided under applicable law. Notwithstanding anything in this Agreement to the contrary, no bonus will be paid to the Employee for a termination of his
employment under this Section 6.3.

 
6.4            By the Employee for Good Reason or the Company Without Cause .
 

( a )           Severance Benefits on Non-Change of Control Termination . Subject to the provisions of Section 6.4(b) and Section 6.4(d), if prior to the date that
precedes a Change of Control by at least six (6) months, or more than eighteen (18) months after the occurrence of a Change of Control (as defined below) the
Company terminates the Employee’s employment without Cause, or the Employee terminates his employment for Good Reason, then the Employee will be entitled to
the following benefits (the “Severance Benefits”) payable in a lump sum within thirty (30) days following the Termination Date:
 

(i)           an amount equal to (A) the Employee’s accrued but unpaid then current Base Salary through the Termination Date, plus (B) either (x) the
unpaid Actual Full Year Bonus Amount, if any, or (y) the Deemed Full Year Bonus Amount, if applicable, plus (C) the Employee’s Deemed Pro Rata Bonus
Amount, if any, plus (D) any other amounts that may be reimbursable by the Company to the Employee as expressly provided under this Agreement;
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plus
 

(ii)           with respect to any termination event described in this paragraph (a) of Section 6.4, a single lump sum equal to one and one-half (1.5) times
the sum of (A) the Employee’s annual Base Salary at the highest rate in effect at any time during the thirty-six (36) month period immediately preceding the
Termination Date plus (B) the Employee’s target bonus for the year of the Termination Date, payable in a single lump sum within thirty (30) days following the
Termination Date.

 
(iii)           All stock appreciation rights and other incentive awards held by the Employee will become fully vested and immediately exercisable and all

restrictions on any restricted stock held by the Employee will be removed (other than as may be required under applicable securities laws).
 

(iv)            If the Employee timely and properly elects health continuation coverage under the Consolidated Omnibus Budget Reconciliation Act of
1985 or other applicable law (“COBRA”), the Company shall reimburse the Employee for the “Company’s portion” (as set defined below) of the continuation
coverage (the “COBRA Coverage”) for the duration of the “maximum required period” as such period is set forth under COBRA and the applicable
regulations. Following such period, the Company shall permit the Employee (including his spouse and dependents) to (A) continue to participate in the
Company’s group health plan if permitted under such plan, (B) convert the Company’s group health plan to an individual policy, or (C) obtain other similar
coverage, in each case for up to an additional twelve (12) months after the expiration of the “maximum required period” by the Employee paying one-hundred
percent of the premiums for medical, dental and vision coverage on an after-tax basis (“Medical Benefits”). Notwithstanding the foregoing, the benefits
described in this Section 6.4(a)(iv) may be discontinued by the Company prior to the end of the period provided in this subsection to the extent, but only to
the extent, that the Employee receives substantially similar benefits from a subsequent employer.

 
(v)            Following the end of the COBRA “maximum required period” provided under the Company’s group health plan (the “ Benefit Measurement

Date”), the Company shall, as a separate obligation, reimburse the Employee for any medical premium expenses incurred to purchase the Medical Benefits
under the preceding Section 6.4(a)(iv), but only to the extent such expenses constitute the “Company’s portion” of the premiums for continued Medical
Benefits (which amount shall be referred to herein as the “Medical Reimbursement”).

 
The “Company’s portion” of COBRA Coverage and of premiums for any continuing Medical Benefits shall be the difference between one hundred percent (100%) of
the COBRA Coverage or Medical Benefits premium, as the case may be, and the dollar amount of medical premium expenses paid for the same type or types of
Company medical benefits by a similarly situated employee on the Termination Date.
 
The premiums available for Medical Reimbursement under Section 6.4(a)(v) in any calendar year will not be increased or decreased to reflect the amount actually
reimbursed in a prior or subsequent calendar year, and all Medical Reimbursements under this paragraph will be paid to the Employee within thirty (30) days
following the Company’s receipt of a premium payment for Medical Benefits.
 

( b )           Change of Control Benefits. Subject to the provisions of Section 6.4(d), if a Change of Control has occurred and the Employee’s employment was
terminated by the Company without Cause, or by the Employee for Good Reason as defined in Section 5.3(d), during the period beginning six (6) months prior to the
Change of Control and ending eighteen (18) months following the Change of Control (an “Eligible Termination”), then in lieu of the Severance Benefits under Section
6.4(a), the Employee will be entitled to benefits (the “Change of Control Benefits”) with respect to an Eligible Termination, as follows:
 

(i)           Amounts identical to those set forth in Sections 6.4(a)(i) and (a)(ii) except that the amount described in Section 6.4(a)(ii) will be equal to two
(2) times the sum of (A) the Employee’s annual Base Salary at the highest rate in effect at any time during the thirty-six (36) month period immediately
preceding the Termination Date plus (B) the Employee’s target bonus for the year of the Termination Date; provided, however, that if the Termination Date
preceded the Change of Control, then the Change of Control Benefits will be payable within the later of thirty (30) days following the Termination Date and
thirty (30) days following the Change of Control.
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(ii)           The Company will pay the same COBRA Coverage described in Sections 6.4(a)(iv) and (v). Notwithstanding the foregoing, the benefits

described in this Section 6.4(b)(ii) may be discontinued by the Company prior to the end of the period provided in this subsection (ii) to the extent, but only to
the extent, that the Employee receives substantially similar benefits from a subsequent employer.

 
(iii)           All stock appreciation rights and other incentive awards held by the Employee will become fully vested and immediately exercisable and all

restrictions on any restricted stock held by the Employee will be removed (other than as may be required under applicable securities laws).
 
The foregoing notwithstanding, if the Termination Date preceded the Change of Control, the amount of Severance Benefits to which the Employee will be entitled will
be the difference between the Severance Benefits already paid to the Employee, if any, under Section 6.4(a) and the Severance Benefits to be paid under this
Section 6.4(b).
 

(c)           Definition of Change of Control. For purposes of this Agreement, a “ Change of Control” will mean the first to occur of:
 

(i)           A change in the ownership of the Company which occurs on the date any one individual, entity or other person, or a related group of such
persons (such person or group, a “Person”) acquires ownership of stock of the Company that, together with the stock held by such Person, constitutes more
than fifty percent (50%) of the total fair market value or total voting power of the stock of the Company (whether such change in ownership occurs by way of
a merger, consolidation, purchase or acquisition of stock, or other similar business transaction with the Company); provided, however, that, a Change of
Control shall not occur if any Person owns more than 50% of the total fair market value or total voting power of the Company’s stock and acquires additional
stock;

 
(ii)           A change in the effective control of the Company which occurs on the date a Person acquires (or has acquired during the 12-month period

ending on the date of the most recent acquisition) ownership of the Company’s stock possessing fifty percent (50%) or more of the total voting power of the
stock of the Company; provided, however, if any Person is considered to be in effective control of the Company, the acquisition of additional control of the
Company by the same Person will not be considered a Change in Control;

 
(iii)           A change in the effective control of the Company which occurs on the date a majority of the members of the Board of the Company are

replaced during any 12-month period by directors whose appointment or election is not endorsed by a majority of the members of the Board before the date
of such appointment or election; or

 
(iv)           A change in the ownership of a substantial portion of the Company’s assets which occurs on the date any Person acquires (or has

acquired during the 12-month period ending on the date of the most recent acquisition) assets from the Company that have a total gross fair market value
equal to or more than fifty percent (50%) of the total gross fair market value of all of the assets of the Company immediately before such acquisition(s);
provided, however, that for purposes of this subsection 6.4(c)(iv), the following will not constitute a change in the ownership of a substantial portion of the
Company’s assets: (A) a transfer to an entity that is controlled by the Company’s shareholders immediately after the transfer, or (B) a transfer of assets by
the Company to: (1) a shareholder of the Company (immediately before the asset transfer) in exchange for or with respect to the Company’s stock, (2) an
entity, 50% or more of the total value or voting power of which is owned, directly or indirectly, by the Company, (3) a person, that owns, directly or indirectly,
50% or more of the total value or voting power of all the outstanding stock of the Company, or (4) an entity, at least 50% of the total value or voting power of
which is owned, directly or indirectly, by a person described in subpart (3) immediately above; or
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(v)           The date on which a complete liquidation or dissolution of the Company is consummated.

 
For purposes of this definition, the term “ gross fair market value ” means the value of the assets of the Company, or the value of the assets being disposed
of, determined without regard to any liabilities associated with such assets. Furthermore, for purposes of this definition, Persons will be considered to be
acting as a group if they are owners of a corporation or other entity that enters into a merger, consolidation, purchase or acquisition of stock, or similar
business transaction with the Company.

 
Notwithstanding anything herein to the contrary, with respect to any amounts that constitute deferred compensation under Section 409A of the Code, to the
extent required to avoid accelerated taxation or penalties, no Change of Control will be deemed to have occurred unless such Change of Control also
constitutes a change in control in the ownership or effective control of the Company or a change in the ownership of a substantial portion of the Company’s
assets under Section 409A of the Code.

 
(d)           Conditions to Receipt of Severance Benefits.

 
( i )           Release. As a condition to receiving any Severance Benefits or Change of Control Benefits to which the Employee may otherwise be

entitled under Section 6.4(a) or Section 6.4(b), the Employee will execute a release (the “Release”), which will include an affirmation of the restrictive
covenants set forth in Section 7 and a non-disparagement provision, in a form and substance satisfactory to the Company and the Employee, of any claims,
whether arising under federal, state or local statute, common law or otherwise, against the Company and its direct or indirect subsidiaries which arise or may
have arisen on or before the date of the Release, other than any claims under this Agreement, which includes any claim to vested benefits under an
employee benefit plan, any claim arising after the execution of the Release or any rights to indemnification from the Company and its direct or indirect
subsidiaries pursuant to any provisions of the Company’s (or any of its subsidiaries’) organizational documents or any directors and officers liability insurance
policies maintained by the Company. The Company will provide the Release to the Employee for signature within ten (10) days after the Termination Date. If
the Company has provided the Release to the Employee for signature within ten (10) days after the Termination Date and if the Employee fails or otherwise
refuses to execute the Release within a reasonable time after the Company has provided the Release to the Employee, and, in all events no later than sixty
(60) days after the Termination Date and prior to the date on which such benefits are to be first paid to him, the Employee will not be entitled to any
Severance Benefits or Change of Control Benefits, as the case may be, or any other benefits provided under this Agreement and the Company will have no
further obligations with respect to the provision of those benefits except as may be required by law. Such Release shall be void ab initio, if Company
thereafter fails to fully and timely pay all compensation and benefits due to Employee under this Agreement.

 
( i i )           Limitation on Benefits.  If, following a termination of employment that gives the Employee a right to the payment of Severance Benefits or

Change of Control Benefits under Section 6.4(a) or Section 6.4(b), the Employee violates in any material respect any of the covenants in Section 7 or as
otherwise set forth in the Release, the Employee will have no further right or claim to any payments or other benefits to which the Employee may otherwise
be entitled under Section 6.4(a) or Section 6.4(b) from and after the date on which the Employee engages in such activities and the Company will have no
further obligations with respect to such payments or benefits, and the covenants in Section 7 will nevertheless continue in full force and effect.

 
6.5            Severance Benefits Not Includable for Employee Benefits Purposes . Except to the extent the terms of any applicable benefit plan, policy or program

provide otherwise, any benefit programs of the Company that take into account the Employee’s income will exclude any and all Severance Benefits and
Change of Control Benefits provided under this Agreement.

 
6.6            Exclusive Severance Benefits. The Severance Benefits payable under Section 6.4(a) or the Change of Control Benefits payable under Section 6.4(b), if

they become applicable under the terms of this Agreement, will be in lieu of any other severance or similar benefits that would otherwise be payable under
any other agreement, plan, program or policy of the Company.
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6.7            280G Limitation on Change in Control Benefits .
 
(a)            Notwithstanding anything in this Agreement to the contrary, if any payment or benefit received or to be received by the Employee in connection with a

Change of Control or the termination of the Employee’s employment (whether pursuant to the terms of this Agreement or any other plan, arrangement or
agreement with the Company, any other entity whose actions result in a Change of Control or any entity affiliated with the Company) (all such payments
and benefits, including the Change of Control Benefits, being hereinafter referred to as the “Total Payments”) would constitute an “excess parachute
payment” under Section 280G(a) of the Code (or any successor provision thereto) and would be subject (in whole or part), to the excise tax imposed under
Section 4999 of the Code (or any successor provision thereto), including any similar state or local tax and any related interest or penalties (collectively, the
“Excise Tax”), then prior to making the Total Payments, a calculation shall be made comparing (i) the After-Tax Value (as defined below) to the Employee of
the Total Payments after payment of the Excise Tax to (ii) the After-Tax Value to the Employee if the Total Payments are limited to the extent necessary to
avoid being subject to the Excise Tax. Only if the amount calculated under clause (i) above is less than the amount under clause (ii) above will the Total
Payments be reduced to the minimum extent necessary to ensure that no portion of the Total Payments is subject to the Excise Tax.

 
(b)           For purposes of this Agreement, “ After-Tax Value” shall mean the present value of the Total Payments reduced by all federal, state, local and foreign

income, excise and employment taxes applicable to such payments. Furthermore, the terms “excess parachute payment” and “parachute payments” shall
have the meanings assigned to them in Code Section 280G, and such “parachute payments” shall be valued as provided therein. All determinations and
calculations required to be made under this Section 6.7 shall be made by the Company’s independent accountants (at Company’s expense), in consultation
with Employee and subject to the reasonable right of Employee’s representative(s) to review and comment on such calculations prior to final determination.
The parties recognize that the actual implementation of the provisions of this Section 6.7 may be complex and agree to deal with each other in good faith to
resolve any questions or disagreements arising hereunder.

 
(c)           The Total Payments shall be reduced, as applicable, in a manner that maximizes the Employee’s economic position. In applying this principle, the reduction

shall be made in a manner consistent with the requirements of Code Section 409A, and where two economically equivalent amounts are subject to
reduction but payable at different times, such amounts shall be reduced on a pro rata basis but not below zero.

 
6.8            Code Section 409A Matters.
 

(a) It is the intention of the Company and Employee that the payments, benefits and rights to which Employee could be entitled pursuant to this Agreement
comply with or be exempt from Section 409A of the Code (or any successor provision thereto), to the extent that the requirements of Section 409A of the Code are
applicable thereto, after application of all available exemptions (including without limitation the “short-term deferral rule” and “involuntary separation pay plan
exception”). The provisions of this Agreement shall be construed in a manner consistent with that intention. If any provision of this Agreement contravenes any
applicable regulations or Treasury guidance promulgated under Section 409A of the Code, or would cause Employee to incur any additional tax, interest or penalty
under Section 409A of the Code, the Company and Employee agree in good faith to reform this Agreement to comply with Section 409A of the Code. Furthermore, in
the event that any benefits payable or otherwise provided under this Agreement would be deemed to constitute non-qualified deferred compensation subject to
Section 409A of the Code, the Company will have the discretion, without violating the provisions of Section 409A of the Code or the Treasury guidance thereunder, to
adjust the terms of such payment or benefit (but not the amount or value thereof) as reasonably necessary or appropriate to avoid the imposition of any excise tax or
other penalty with respect to such payment or benefit under Section 409A of the Code. Any provision required for compliance with Section 409A of the Code that is
omitted from this Agreement shall be incorporated herein by reference and shall apply retroactively, if necessary, and be deemed a part of this Agreement to the
same extent as though expressly set forth herein. The Company makes no representation with respect to the tax treatment of the payments and/or benefits provided
under this Agreement, and in no event will Company be liable for, pay or reimburse any additional tax, interest or penalties that may be imposed on Employee under
Code Section 409A.
 

(b) For purposes of applying the provisions of Section 409A of the Code to this Agreement, each separately identified amount to which Employee is entitled
under this Agreement shall be treated as a separate payment within the meaning of Section 409A of the Code. In addition, to the extent permissible under Section
409A of the Code, any series of installment payments under this Agreement shall be treated as a right to a series of separate payments.
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(c) If required to comply with Section 409A of the Code (but only to the extent so required), a termination of employment shall not be deemed to have

occurred for purposes of this Agreement providing for the payment of any amounts or benefits upon or following a termination of employment unless such termination
is also a “Separation from Service” within the meaning of Section 409A of the Code (excluding death) and, for purposes of any provision of this Agreement, references
to “termination of employment,” “termination,” or like terms shall mean “Separation from Service” (excluding death).
 

(d) If any payment due under this Agreement is conditioned upon the execution of a release of claims, and if the period for consideration of the release (and
any revocation period) spans two (2) of Employee’s tax years, then such payment shall be made on the later of (i) the first business day following the end of the
revocation period, or (ii) the first business day of the second taxable year.
 

(e) With regard to any provision herein that provides for reimbursement of costs and expenses or in-kind benefits, except as permitted by Code Section 409A,
(i) the right to reimbursement or in-kind benefits is not subject to liquidation or exchange for another benefit, and (iii) any such payments shall be made on or before
the last day of Employee’s taxable year following the taxable year in which the expense was incurred.
 

(f) Notwithstanding anything in this Agreement to the contrary, in the event that the Employee is a “specified employee” (as determined under Section 409A of
the Code) at the time of the separation from service triggering the payment or provision of benefits, any payment or benefit under this Agreement which is determined
to provide for a deferral of compensation pursuant to Section 409A of the Code shall not commence being paid or made available to the Employee until after six (6)
months from the Termination Date that constitutes a separation from service within the meaning of Section 409A of the Code, to the extent that such delay is
necessary in order to comply with the requirements of Section 409A of the Code.
 
7.            Restrictive Covenants.
 
7.1            Confidential Information. The Employee hereby acknowledges that in connection with his employment by the Company he will be exposed to and may

obtain certain Confidential Information (as defined below) (including, without limitation, procedures, memoranda, notes, records and customer and supplier
lists whether such information has been or is made, developed or compiled by the Employee or otherwise has been or is made available to him) regarding
the business and operations of the Company and its subsidiaries or affiliates. The Employee further acknowledges that such Confidential Information is
unique, valuable, considered trade secrets and deemed proprietary by the Company. For purposes of this Agreement, “Confidential Information” includes,
without limitation, any information heretofore or hereafter acquired, developed or used by the Company or its direct or indirect subsidiaries relating to
Business Opportunities or Intellectual Property (as those terms are defined below) or other geological, geophysical, economic, financial or management
aspects of the business, operations, properties or prospects of the Company or its direct or indirect subsidiaries, whether oral or in written form. The
Employee agrees that all Confidential Information is and will remain the property of the Company or its direct or indirect subsidiaries, as the case may be.
The Employee further agrees, except for disclosures occurring in the good faith performance of his duties for the Company or its direct or indirect
subsidiaries, during the Employment Term, the Employee will hold in the strictest confidence all Confidential Information, and will not, both during the
Employment Term and for a period of two (2) years after the Termination Date, directly or indirectly, duplicate, sell, use, lease, commercialize, disclose or
otherwise divulge to any person or entity any portion of the Confidential Information or use any Confidential Information, directly or indirectly, for his own
benefit or profit or allow any person, entity or third party, other than the Company or its direct or indirect subsidiaries and authorized executives of the
same, to use or otherwise gain access to any Confidential Information. The Employee will have no obligation under this Agreement with respect to any
information that becomes generally available to the public other than as a result of a disclosure by the Employee or his agent or other representative or
becomes available to the Employee on a non-confidential basis from a source other than the Company or its direct or indirect subsidiaries. Further, the
Employee will have no obligation under this Agreement to keep confidential any of the Confidential Information to the extent that a disclosure of it is
required by law or is consented to by the Company; provided, however, that if and when such a disclosure is required by law, the Employee promptly will
provide the Company with notice of such requirement, so that the Company may seek an appropriate protective order. Employee understands that nothing
contained in this Agreement limits Employee’s ability to file a charge or complaint with the Equal Employment Opportunity Commission, the National Labor
Relations Board, the Occupational Safety and Health Administration, the Securities and Exchange Commission or any other federal, state or local
governmental agency or commission (collectively, “Government Agencies”). Employee further understands that this Agreement does not limit Employee’s
ability to communicate with any Government Agencies or otherwise participate in any investigation or proceeding that may be conducted by any
Government Agency, including providing documents or other information, without notice to the Company. This Agreement does not limit Employee’s right
to receive an award for information provided to any Government Agencies.

 
 

11

EDGAR Stream is a copyright of Issuer Direct Corporation, all rights reserved.



 

 
7.2            Return of Property. Employee agrees to deliver promptly to the Company, upon termination of his employment hereunder, or at any other time when the

Company so requests, all documents relating to the business of the Company or its direct or indirect subsidiaries, including without limitation: all geological
and geophysical reports and related data such as maps, charts, logs, seismographs, seismic records and other reports and related data, calculations,
summaries, memoranda and opinions relating to the foregoing, production records, electric logs, core data, pressure data, lease files, well files and
records, land files, abstracts, title opinions, title or curative matters, contract files, notes, records, drawings, manuals, correspondence, financial and
accounting information, customer lists, statistical data and compilations, patents, copyrights, trademarks, trade names, inventions, formulae, methods,
processes, agreements, contracts, manuals or any documents relating to the business of the Company or its direct or indirect subsidiaries and all copies
thereof and therefrom; provided, however, that the Employee will be permitted to retain copies of any documents or materials of a personal nature or
otherwise related to the Employee’s rights under this Agreement, copies of this Agreement and any attendant or ancillary documents.

 
7.3            Non-Compete Obligations .
 

(a)           Non-Compete Obligations During Employment Term.  The Employee agrees that during the Employment Term:
 

(i)           the Employee will not, other than through the Company, engage or participate in any manner, whether directly or indirectly through any
family member or as an employee, employer, consultant, agent, principal, partner, more than one percent (1%) shareholder, officer, director, licensor, lender,
lessor or in any other individual or representative capacity, in any business or activity which is engaged in leasing, acquiring, exploring, producing, gathering
or marketing hydrocarbons and related products; provided that the foregoing shall not be deemed to restrain the participation by the Employee’s spouse in
any capacity set forth above in any business or activity engaged in any such activity and provided further that the Company may, in good faith, take such
reasonable action with respect to the Employee’s performance of his duties, responsibilities and authorities as set forth in Sections 1.1 and 1.2 of this
Agreement as it deems necessary and appropriate to protect its legitimate business interests with respect to any actual or apparent conflict of interest
reasonably arising from or out of the participation by Employee’s spouse in any such competitive business or activity; and

 
(ii)           all investments made by the Employee (whether in his own name or in the name of any family members or other nominees or made by the

Employee’s controlled affiliates), which relate to the leasing, acquisition, exploration, production, gathering or marketing of hydrocarbons and related products
will be made solely through the Company, other than as may be approved by the Board of Directors; and the Employee will not (directly or indirectly through
any family members or other persons), and will not permit any of his controlled affiliates to: (A) invest or otherwise participate alongside the Company or its
direct or indirect subsidiaries in any Business Opportunities (as defined below), or (B) invest or otherwise participate in any business or activity relating to a
Business Opportunity, regardless of whether any of the Company or its direct or indirect subsidiaries ultimately participates in such business or activity, in
either case, except through the Company. Notwithstanding the foregoing, nothing in this Section 7.3 shall be deemed to prohibit the Employee or any family
member from owning, or otherwise having an interest in, less than one percent (1%) of any publicly owned entity or three percent (3%) or less of any private
equity fund or similar investment fund that invests in any business or activity engaged in any of the activities set forth above, provided that Employee has no
active role with respect to any investment by such fund in any entity.
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( b )           Non-Compete Obligations After Termination Date.  The Employee agrees that the Employee will not engage or participate in any manner, whether

directly or indirectly, through any family member or other person or as an employee, employer, consultant, agent principal, partner, more than one percent (1%)
shareholder, officer, director, licensor, lender, lessor or in any other individual or representative capacity during the one (1) year period following the Termination
Date; provided, however, such period shall be eighteen (18) months if Employee received Severance Benefits pursuant to Section 6.4(a), in any business or activity
which is in direct competition with the business of the Company or its direct or indirect subsidiaries in the leasing, acquiring, exploring, producing, gathering or
marketing of hydrocarbons and related products within the boundaries of, or within a two-mile radius of the boundaries of, any mineral property interest of any of the
Company or its direct or indirect subsidiaries (including, without limitation, a mineral lease, overriding royalty interest, production payment, net profits interest, mineral
fee interest or option or right to acquire any of the foregoing, or an area of mutual interest as designated pursuant to contractual agreements between the Company
and any third party) or any other property on which any of the Company or its direct or indirect subsidiaries has an option, right, license or authority to conduct or
direct exploratory activities, such as three-dimensional seismic acquisition or other seismic, geophysical and geochemical activities (but not including any preliminary
geological mapping), as of the Termination Date or as of the end of the six (6) month period following such Termination Date; provided that, this Section 7.3(b) will
not preclude the Employee from making investments in securities of oil and gas companies which are registered on a national stock exchange, if (A) the aggregate
amount owned by the Employee and all family members and affiliates does not exceed five percent (5%) of such company’s outstanding securities, and (B) the
aggregate amount invested in such investments by the Employee and all family members and affiliates after the date hereof does not exceed $1,000,000.
 
Notwithstanding the foregoing, nothing in this Section 7.3 shall be deemed to restrain the participation by Employee’s spouse in any capacity set forth above in any
business or activity described above.
 

( c )           Not Applicable Following Change of Control Termination. The Employee will not be subject to the covenants contained in Section 7.3(b) and such
covenants will not be enforceable against the Employee from and after the date of an Eligible Termination if such Eligible Termination occurs within six (6) months
before or eighteen (18) months after a Change of Control.
 
7.4            Non-Solicitation.
 

(a)           Non-Solicitation Other than Following a Change of Control Termination . During the Employment Term and for a period of one (1) year following the
Termination Date; provided, however, such period shall be eighteen (18) months if Employee received Severance Benefits pursuant to Section 6.4(a), the Employee
will not, whether for his own account or for the account of any other Person (other than the Company or its direct or indirect subsidiaries), (i) intentionally solicit,
endeavor to entice away from the Company or its direct or indirect subsidiaries, or otherwise interfere with the relationship of the Company or its direct or indirect
subsidiaries with, any person who is employed by the Company or its direct or indirect subsidiaries (including any independent sales representatives or
organizations), or (ii) using Confidential Information, solicit, endeavor to entice away from the Company or its direct or indirect subsidiaries, or otherwise interfere with
the relationship of the Company or its direct or indirect subsidiaries with, any client or customer of the Company or its direct or indirect subsidiaries in direct
competition with the Company.
 

( b )           Not Applicable Following Change of Control Termination. The Employee will not be subject to the covenants contained in Section 7.4(a) and such
covenants will not be enforceable against the Employee from and after the date of an Eligible Termination if such Eligible Termination occurs within six (6) months
before or eighteen (18) months following a Change of Control.
 
7.5            Assignment of Developments. The Employee assigns and agrees to assign without further compensation to the Company and its successors, assigns or

designees, all of the Employee’s right, title and interest in and to all Business Opportunities and Intellectual Property (as those terms are defined below),
and further acknowledges and agrees that all Business Opportunities and Intellectual Property constitute the exclusive property of the Company.

 
For purposes of this Agreement, “ Business Opportunities” means all business ideas, prospects, proposals or other opportunities pertaining to the lease, acquisition,
exploration, production, gathering or marketing of hydrocarbons and related products and the exploration potential of geographical areas on which hydrocarbon
exploration prospects are located, which are developed by the Employee during the Employment Term, or originated by any third party and brought to the attention of
the Employee during the Employment Term, together with information relating thereto (including, without limitation, geological and seismic data and interpretations
thereof, whether in the form of maps, charts, logs, seismographs, calculations, summaries, memoranda, opinions or other written or charted means).
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For purposes of this Agreement, “ Intellectual Property” shall mean all ideas, inventions, discoveries, processes, designs, methods, substances, articles, computer
programs and improvements (including, without limitation, enhancements to, or further interpretation or processing of, information that was in the possession of the
Employee prior to the date of this Agreement), whether or not patentable or copyrightable, which do not fall within the definition of Business Opportunities, which the
Employee discovers, conceives, invents, creates or develops, alone or with others, during the Employment Term, if such discovery, conception, invention, creation or
development (a) occurs in the course of the Employee’s employment with the Company, (b) occurs with the use of any of the time, materials or facilities of the
Company or its direct or indirect subsidiaries, and (c) in the good faith judgment of the Board, relates or pertains in any material way to the purposes, activities or
affairs of the Company or its direct or indirect subsidiaries.
 
7.6            Injunctive Relief. The Employee acknowledges that a breach of any of the covenants contained in this Section 7 may result in material, irreparable injury to

the Company for which there is no adequate remedy at law, that it will not be possible to measure damages for such injuries precisely and that, in the
event of such a breach or threat of breach, the Company will be entitled to obtain a temporary restraining order and/or a preliminary or permanent
injunction restraining the Employee from engaging in activities prohibited by this Section 7 or such other relief as may be required to specifically enforce
any of the covenants in this Section 7.

 
7.7            Adjustment of Covenants. The parties consider the covenants and restrictions contained in this Section 7 to be reasonable. However, if and when any such

covenant or restriction is found to be void or unenforceable and would have been valid had some part of it been deleted or had its scope of application
been modified, such covenant or restriction will be deemed to have been applied with such modification as would be necessary and consistent with the
intent of the parties to have made it valid, enforceable and effective.

 
7.8            Forfeiture Provision.
 

(a)           Detrimental Activities. If the Employee engages in any activity that violates any covenant or restriction contained in this Section 7, in addition to any
other remedy the Company may have at law or in equity, (i) the Employee will be entitled to no further payments or benefits from the Company under this Agreement
or otherwise, except for any payments or benefits required to be made or provided under applicable law, (ii) all unexercised forms of equity compensation held by or
credited to the Employee will terminate effective as of the date on which the Employee engages in that activity, unless terminated sooner by operation of another term
or condition of this Agreement or other applicable plans and agreements, and (iii) any exercise, payment or delivery pursuant to any equity compensation award that
occurred within one (1) year prior to the date on which the Employee engages in that activity may be rescinded within one (1) year after the first date that a majority of
the members of the Board first became aware that the Employee engaged in that activity. In the event of any such rescission, the Employee will pay to the Company
the amount of any gain realized or payment received as a result of the rescinded exercise, payment or delivery, in such manner and on such terms and conditions as
may be required.
 

( b )           Right of Setoff. The Employee consents to a deduction from any amounts the Company owes the Employee from time to time (including amounts
owed as wages or other compensation, fringe benefits, or vacation pay, as well as any other amounts owed to the Employee by the Company), to the extent of the
amounts the Employee owes the Company under Section 7.8(a). Whether or not the Company elects to make any setoff in whole or in part, if the Company does not
recover by means of setoff the full amount the Employee owes, calculated as set forth above, the Employee agrees to pay immediately the unpaid balance to the
Company. In the discretion of the Board, reasonable interest may be assessed on the amounts owed, calculated from the later of (i) the date the Employee engages
in the prohibited activity and (ii) the applicable date of exercise, payment or delivery.
 

( c )           Forfeiture by Company.  In the event that Company fails to timely and fully pay to Employee all Severance Benefits or Change of Control Benefits
due under this Agreement, then Company shall forfeit all right to enforce this Section 7.
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8.            Miscellaneous.
 
8.1            Assignment; Successors; Binding Agreement. This Agreement may not be assigned by either party, whether by operation of law or otherwise, without the

prior written consent of the other party, except that any right, title or interest of the Company arising out of this Agreement may be assigned to any
corporation or other entity controlling, controlled by, or under common control with the Company, or to any corporation or other entity or person
succeeding to the business and substantially all of the assets of the Company or any affiliates for which the Employee performs substantial services
whether by reason of a merger, consolidation, statutory share exchange, sale of assets or similar form of corporate transaction (a “Business
Combination”). Subject to the foregoing, this Agreement will be binding upon and will inure to the benefit of the parties and their respective heirs, legatees,
devisees, personal representatives, successors and assigns. The Company agrees that in connection with any Business Combination, it shall obtain from
any successor entity or person to the Company a written agreement to assume and perform all obligations of the Company under this Agreement (and
shall cause any parent corporation or entity in such Business Combination to guarantee such obligations). Failure of the Company to obtain such
assumption and guarantee prior to the effectiveness of any such Business Combination that constitutes a Change of Control shall be a material breach of
this Agreement.

 
8.2            Modification and Waiver. Except as otherwise provided below, no provision of this Agreement may be modified, waived, or discharged unless such waiver,

modification or discharge is duly approved by the Board and is agreed to in writing by the Employee and such officer(s) as may be specifically authorized
by the Board to effect it. No waiver by any party of any breach by any other party of, or of compliance with, any term or condition of this Agreement to be
performed by any other party, at any time, will constitute a waiver of similar or dissimilar terms or conditions at that time or at any prior or subsequent time.

 
8.3            Entire Agreement. This Agreement together with any attendant or ancillary documents, embodies the entire understanding of the parties hereto, and, upon

the Effective Date, will supersede all other oral or written agreements or understandings between them regarding the subject matter hereof; provided,
however, that if there is a conflict between any of the terms in this Agreement and the terms in any ancillary document to which the Employee is party or
any other award agreement between the Company and the Employee, the terms of this Agreement shall govern. No agreement or representation, oral or
otherwise, express or implied, with respect to the subject matter of this Agreement, has been made by either party which is not set forth expressly in this
Agreement or the other documents referenced in this Section 8.3.

 
8.4            Governing Law. The validity, interpretation, construction and performance of this Agreement will be governed by the laws of the State of Texas other than

the conflict of laws provision thereof.
 
8.5            Consent to Jurisdiction; Service of Process; Waiver of Jury Trial.
 

( a )           Disputes. In the event of any dispute, controversy or claim between the Company and the Employee arising out of or relating to the interpretation,
application or enforcement of the provisions of this Agreement, the Company and the Employee agree and consent to the personal jurisdiction of the state and local
courts of Harris County, Texas for resolution of the dispute, controversy or claim, and that those courts, and only those courts, shall have any jurisdiction to determine
any dispute, controversy or claim related to, arising under or in connection with this Agreement. The Company and the Employee also agree that those courts are
convenient forums for the parties to any such dispute, controversy or claim and for any potential witnesses and that process issued out of any such court or in
accordance with the rules of practice of that court may be served by mail or other forms of substituted service to the Company at the address of its principal
executive offices and to the Employee at his last known address as reflected in the Company’s records.
 

(b)           Waiver of Right to Jury Trial.
 
THE COMPANY AND THE EMPLOYEE HEREBY VOLUNTARILY, KNOWINGLY AND INTENTIONALLY WAIVE ANY AND ALL RIGHTS TO TRIAL BY JURY TO
ALL CLAIMS ARISING OUT OF OR RELATING TO THIS AGREEMENT, AS WELL AS TO ALL CLAIMS ARISING OUT OF EMPLOYEE’S EMPLOYMENT WITH
THE COMPANY OR TERMINATION THEREFROM INCLUDING, BUT NOT LIMITED TO:
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(i)           Any and all claims and causes of action arising under contract, tort or other common law including, without limitation, breach of contract,

fraud, estoppel, misrepresentation, express or implied duties of good faith and fair dealing, wrongful discharge, discrimination, retaliation, harassment,
negligence, gross negligence, false imprisonment, assault and battery, conspiracy, intentional or negligent infliction of emotional distress, slander, libel,
defamation and invasion of privacy.

 
(ii)           Any and all claims and causes of action arising under any federal, state or local law, regulation or ordinance, including, without limitation,

claims arising under Title VII of the Civil Rights Act of 1964, the Pregnancy Discrimination Act, the Age Discrimination in Employment Act, the Americans with
Disabilities Act, the Family and Medical Leave Act, the Fair Labor Standards Act and all corresponding state laws.

 
(iii)           Any and all claims and causes of action for wages, employee benefits, vacation pay, severance pay, pension or profit sharing benefits,

health or welfare benefits, bonus compensation, commissions, deferred compensation or other remuneration, employment benefits or compensation, past or
future loss of pay or benefits or expenses.

 
8.6            Withholding of Taxes. The Company will withhold from any amounts payable under the Agreement all federal, state, local or other taxes as legally will be

required to be withheld.
 
8.7            Notices. All notices, consents, waivers, and other communications under this Agreement must be in writing and will be deemed to have been duly given

when (a) delivered by hand (with written confirmation of receipt), (b) sent by facsimile (with written confirmation of receipt), provided that a copy is mailed
by registered mail, return receipt requested, or (c) when received by the addressee, if sent by a nationally recognized overnight delivery service (receipt
requested), in each case to the appropriate addresses and facsimile numbers set forth below (or to such other addresses and facsimile numbers as a party
may designate by notice to the other parties).

 
to the Company:
 
Yuma Energy, Inc.
Attention: Chief Executive Officer
1177 West Loop South, Suite 1825
Houston, Texas 77027
 
to the Employee:
 
The address of the Employee on file with the Company.
 
Addresses may be changed by written notice sent to the other party at the last recorded address of that party.
 
8.8            Severability. The invalidity or unenforceability of any provision or provisions of this Agreement will not affect the validity or enforceability of any other

provision of this Agreement, which will remain in full force and effect.
 
8.9            Counterparts. This Agreement may be executed in one or more counterparts, each of which will be deemed to be an original but all of which together will

constitute one and the same instrument.
 
8.10            Headings. The headings used in this Agreement are for convenience only, do not constitute a part of the Agreement, and will not be deemed to limit,

characterize, or affect in any way the provisions of the Agreement, and all provisions of the Agreement will be construed as if no headings had been used
in the Agreement.

 
8.11            Construction. As used in this Agreement, unless the context otherwise requires: (a) the terms defined herein will have the meanings set forth herein for all

purposes; (b) references to “Section “ are to a section hereof; (c) “ include,” “includes” and “including” are deemed to be followed by “without limitation”
whether or not they are in fact followed by such words or words of like import; (d) “writing,” “written” and comparable terms refer to printing, typing,
lithography and other means of reproducing words in a visible form; (e) “hereof,” “herein,” “hereunder” and comparable terms refer to the entirety of this
Agreement and not to any particular section or other subdivision hereof or attachment hereto; (f) references to any gender include references to all
genders; and (g) references to any agreement or other instrument or statute or regulation are referred to as amended or supplemented from time to time
(and, in the case of a statute or regulation, to any successor provision).
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8.12            Capacity; No Conflicts. The Employee represents and warrants to the Company that: (a) he has full power, authority and capacity to execute and deliver

this Agreement, and to perform his obligations hereunder, (b) such execution, delivery and performance will not (and with the giving of notice or lapse of
time, or both, would not) result in the breach of any agreement or other obligation to which he is a party or is otherwise bound, and (c) this Agreement is
his valid and binding obligation, enforceable in accordance with its terms. Employee warrants and represents that he has actual authority to enter into this
Agreement as the authorized act of the indicated entities.

 
[Signature Page Follows]
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IN WITNESS WHEREOF,  the parties have duly executed this Agreement as of the date first written above.
 
 
YUMA ENERGY, INC.:
 
 
By: /s/ Sam L. Banks
Name: Sam L. Banks
Title: Chief Executive Officer
 
 
 
EMPLOYEE:
 
 
/s/ James J. Jacobs
James J. Jacobs
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YUMA ENERGY, INC.

 
2014 LONG-TERM INCENTIVE PLAN

 
NOTICE OF STOCK APPRECIATION RIGHTS AWARD

 
Participant:   (the “Participant”)
  
Notice: You have been granted the following award of stock appreciation rights of Yuma Energy, Inc., a Delaware corporation (the

“Company”), in accordance with the terms of this Notice of Stock Appreciation Rights Award (this “ Notice”), the Yuma Energy,
Inc. 2014 Long-Term Incentive Plan, as assumed by the Company in October 2016, as in effect and as amended from time to time
(the “Plan”), and the attached Stock Appreciation Rights Agreement (the “Agreement”).

    
Date of Grant:   (the “Date of Grant”)  
    
Number of Stock Appreciation
Rights:   (the “SARs”)

 

  
Exercise Price:   (the “Exercise Price”)  
  
Expiration Date: The seventh anniversary of the Date of Grant (the “Expiration Date”)
  
Vesting Schedule: Number of SARs Vesting Date (each, a “Vesting Date”)
   
   
   
   
 The vesting of the SARs is subject to your continued service as an employee of the Company or any of its subsidiaries through

such Vesting Date, and upon the terms of this Notice, the Plan and the Agreement.
   
You, by your signature as the Participant below, acknowledge that you (i) have reviewed the Agreement and the Plan in their entirety and have had the opportunity to
obtain the advice of counsel prior to executing this Notice, (ii) understand that the award of the SARs is granted under and governed by the terms and provisions of
this Notice, the Agreement and the Plan, and (iii) agree to accept as binding all of the determinations and interpretations made by the Compensation Committee of
the Board of Directors of the Company with respect to matters arising under or relating to this Notice, the Agreement and the Plan.
 
  PARTICIPANT   YUMA ENERGY, INC.  
       
 By:  By:  
 Name:  Name:  
    Title:  
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YUMA ENERGY, INC.

 
STOCK APPRECIATION RIGHTS AGREEMENT

 
1. Award of Stock Appreciation Rights.  Yuma Energy, Inc., a Delaware corporation (the “Company”), hereby grants to the Participant under the Yuma

Energy, Inc. 2014 Long-Term Incentive Plan, as in effect and as amended from time to time (the “Plan”), an award (the “Award”) of the number of stock appreciation
rights (the “SARs”) set forth in the Notice of Stock Appreciation Rights Award (the “Notice”) attached to this Stock Appreciation Rights Agreement (this
“Agreement”). This Agreement consists of the Notice and the terms and conditions of the Plan. Unless otherwise provided herein, capitalized terms herein will have
the same meanings as in the Plan or in the Notice.
 

2. Vesting.
 

(a) Vesting of the SARs. Except as otherwise provided in this Agreement or the Plan, the SARs awarded by this Agreement are scheduled to vest
and be exercisable in accordance with the vesting schedule (the “Vesting Schedule”) set forth in the Notice; provided, however, no SARs shall vest after the
Expiration Date. The SARs scheduled to vest on a Vesting Date will vest only if the Participant remains in continued service as an employee of the Company or any
of its subsidiaries through such Vesting Date. Should the Participant’s continued service as an employee of the Company or any of its subsidiaries end (“Termination
of Service”) at any time (the “Termination Date”), any unvested SARs will be immediately terminated and forfeited. However, the Compensation Committee (the
“Committee”) of the Board of Directors (the “ Board”) of the Company may, in its discretion, vest any unvested SARs upon the Participant’s Termination of Service.
 

(b) Change of Control Event. If there is a Change of Control Event, any unvested SARs shall not vest immediately and shall remain outstanding and
continue subject to restrictions in accordance with the terms hereof, unless one of the following things happens:
 

(i) the Committee, in its sole discretion, without the consent of the Participant or holder of this Award, and on such terms and conditions as it
deems appropriate, may take any one or more of the actions or make the adjustments set forth in Section 12.2 of the Plan in connection with such Change in Control
Event; and
 

(ii) unless the terms contained in any employment agreement between the Participant and the Company provide otherwise, if the Participant
incurs a Termination of Service within a period beginning sixty (60) days before and ending twelve (12) months following a Change of Control Event on account of (1)
a termination by the Company or any of its subsidiaries for any reason other than Cause, or (2) a termination by the Participant for Good Reason, then any unvested
SARs shall vest on the Termination Date.
 

For purposes of this Agreement, the following definitions apply:
 

“Good Reason” means without the Participant’s written consent (A) a material reduction in the Participant’s authority, duties or responsibilities compared to
the Participant’s authority, duties and responsibilities immediately prior to the Change of Control Event; (B) the Participant’s principal work location being moved more
than thirty-five (35) miles, from the location immediately prior to the Change of Control Event; (C) the Company or any of its subsidiaries materially reduces the
Participant’s base salary (unless the base salaries of substantially all other senior executives of the Company are similarly reduced); or (D) if the Participant is a party
to an employment agreement with the Company, any material breach of such employment agreement by the Company.  The Participant will not resign for Good
Reason without first providing the Company with written notice of the acts or omissions constituting the grounds for “Good Reason” within ninety (90) days of the
initial existence of the grounds for “Good Reason” and the Company must have an opportunity within thirty (30) days following delivery of such notice to cure the
Good Reason condition.
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“Cause” means (A) the Participant’s failure to perform (other than due to Disability or death) the duties of the Participant’s position (as they may exist from

time to time) to the reasonable satisfaction of the Company or any of its subsidiaries after receipt of a written warning and at least fifteen (15) days’ opportunity for the
Participant to cure the failure, (B) any act of fraud or dishonesty committed by the Participant against or with respect to the Company or any of its subsidiaries or
customers as shall be reasonably determined to have occurred by the Board, (C) the Participant’s conviction or plea of no contest to a crime that negatively reflects
on the Participant’s fitness to perform the Participant’s duties or harms the Company’s or any of its subsidiaries’ reputation or business, (D) the Participant’s willful
misconduct that is injurious to the Company or any of its subsidiaries, or (E) the Participant’s willful violation of a material Company or any of its subsidiaries policy.
The preceding definition shall not be deemed to be inclusive of all the acts or omissions that the Company or any of its subsidiaries may consider as grounds for the
dismissal or discharge of the Participant or any other individual in the service of the Company or any of its subsidiaries.  Notwithstanding the foregoing, if the
Participant is a party to an employment agreement with the Company, the definition of “cause” as defined in the employment agreement will supersede the above
definition.
 

3. Exercise of the SARs.
 

(a) When to Exercise. Except as otherwise provided in the Plan or this Agreement, the Participant (or in the case of exercise after the Participant’s
death or incapacity, the Participant’s executor, administrator, heir or legatee, as the case may be) may exercise his or her vested SARs, in whole or in part, at any
time after vesting and until the Expiration Date or earlier termination pursuant to Section 4 hereof, by following the procedures set forth in this Section 3. If partially
exercised, the Participant may exercise the remaining unexercised portion of the SARs at any time after vesting and until the Expiration Date or earlier termination
pursuant to Section 4 hereof. No SARs shall be exercisable after the Expiration Date.
 

(b) Election to Exercise. To exercise the SARs, the Participant (or in the case of exercise after the Participant’s death or incapacity, the Participant’s
executor, administrator, heir or legatee, as the case may be) must deliver the Exercise Notice (attached hereto as Exhibit A) to the Corporate Secretary of the
Company which sets forth the number of SARs being exercised, together with any additional documents as the Company may require. Each such notice must satisfy
whatever then-current procedures apply to the SARs and must contain such representations as the Company requires.
 

(c) Documentation of Right to Exercise. If someone other than the Participant exercises the SARs, then such person must submit documentation
reasonably acceptable to the Company verifying that such person has the legal right to exercise the SARs.
 

(d) Date of Exercise. The SARs shall be deemed to be exercised on the third (3rd) business day after the Company receives a fully executed
Exercise Notice. If the notice is received after business hours, then the notice shall be deemed to be received by the Company on the following business day.
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(e) Receipt of Cash Upon Exercise. Upon exercise of the SARs, the Company shall deliver to the Participant cash equal in value to (i) the excess, if

any, of (x) the Fair Market Value of one share of Common Stock as of the date of exercise over (y) the Exercise Price, multiplied by (ii) the number of SARs with
respect to which this Award is being exercised. The Company shall deliver such cash as soon as practicable following the exercise, subject to any withholding taxes
that may be due as a result of the exercise of the SARs as set forth in Section 5.
 

4. Termination of the Award.
 

(a) Termination for Reasons Other Than Cause, Death, Disability . If the Participant’s continued service as an employee of the Company or any of its
subsidiaries ends for any reason other than Cause, death or Disability, the Participant may exercise the vested SARs, but only within such period of time ending on
the earlier of (i) the date three (3) months following the Participant’s Termination Date and (ii) the Expiration Date.
 

(b) Termination Due to Disability. If the Participant’s continued service as an employee of the Company or any of its subsidiaries ends as a result of
the Participant’s Disability, the Participant may exercise the vested SARs, but only within such period of time ending on the earlier of (i) the date twelve (12) months
following the Participant’s Termination Date and (ii) the Expiration Date.
 

(c) Termination Due to Death. If the Participant’s continued service as an employee of the Company or any of its subsidiaries ends as a result of the
Participant’s death, the vested SARs may be exercised by the Participant’s estate, by a person who acquired the right to exercise the SARs by bequest or inheritance
or by the person designated to exercise the SARs upon the Participant’s death, but only within the time period ending on the earlier of (i) the date twelve (12) months
following the Participant’s Termination Date and (ii) the Expiration Date.
 

(d) Termination for Cause . If the Participant’s continued service as an employee of the Company or any of its subsidiaries ends for Cause, the SARs
(whether vested or unvested) shall immediately terminate and cease to be exercisable.
 

5. Taxes.
 

(a)  Tax Liability.  The Participant is ultimately liable and responsible for all taxes owed by the Participant in connection with this Award, regardless of
any action the Company takes with respect to any tax withholding obligations that arise in connection with this Award. The Company does not make any
representation or undertaking regarding the treatment of any tax withholding in connection with the grant or vesting of this Award or the subsequent exercise of the
SARs. The Company does not commit and is under no obligation to structure this Award to reduce or eliminate the Participant’s tax liability.

 
(b) Payment of Withholding Taxes.   In the event required by federal, state or local law, the Company will have the right and is hereby authorized to

withhold, and/or to require the Participant to pay upon the occurrence of the event triggering the requirement, any applicable withholding taxes in respect of the
SARs, their grant, vesting, exercise or otherwise and to take such other action as may be necessary in the opinion of the Committee to satisfy all obligations for the
payment of such withholding taxes. The Participant hereby authorizes the Company to satisfy such tax withholding obligation, in whole or in part (without limitation)
by deducting all applicable federal, state and local tax withholding with respect to exercise of the SARs from (i) the Participant’s wages or other cash compensation
payable to the Participant by the Company and/or (ii) from any cash payment(s) due upon exercise of the SAR, as determined by the Company in its sole discretion.
The Participant agrees to indemnify and hold the Company harmless from any losses, costs, damages, or expenses relating to inadequate withholding. The
Company shall withhold from any dividends paid during the vesting period only the amounts the Company is required to withhold to satisfy any applicable tax
withholding requirements with respect to such dividends based on minimum statutory withholding rates for federal and state tax purposes, including any payroll taxes.
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YOU FURTHER ACKNOWLEDGE THAT THE COMPANY HAS DIRECTED YOU TO SEEK INDEPENDENT ADVICE REGARDING THE APPLICABLE
PROVISIONS OF THE INTERNAL REVENUE CODE OF 1986, AS AMENDED (THE “CODE”), AND THE INCOME TAX LAWS OF ANY MUNICIPALITY OR
STATE IN WHICH YOU MAY RESIDE.
 

6. No Effect on Employment. Nothing contained in this Agreement shall confer upon the Participant the right to continue as an employee of the Company or
any of its subsidiaries.
 

7. No Rights as Stockholder . The Participant is not be entitled to any rights of a stockholder with respect to the SARs (including the right to vote the shares of
Common Stock underlying the SARs and the right to receive dividends).
 

8. Address for Notices. Any notice to be given to the Company under the terms of this Agreement shall be addressed to the Company, Attn: Corporate
Secretary, at the Company’s headquarters, 1177 West Loop South, Suite 1825, Houston, Texas 77027, or at such other address as the Company may hereafter
designate in writing. Any notice to be given to the Participant will be addressed to such Participant at the address maintained by the Company for such person or at
such other address as the Participant may specify in writing to the Company.
 

9. Award is Not Transferable. This Award and the rights and privileges conferred hereby will not be transferred, assigned, pledged or hypothecated in any
way (whether by operation of law or otherwise) and will not be subject to sale under execution, attachment or similar process. Upon any attempt to transfer, assign,
pledge, hypothecate or otherwise dispose of this Award, or of any right or privilege conferred hereby, or upon any attempted sale under any execution, attachment or
similar process, this Award and the rights and privileges conferred hereby immediately will become null and void.
 

10. Binding Agreement. This Agreement will be binding upon and inure to the benefit of the heirs, legatees, legal representatives, successors and assigns of
the parties hereto.
 

11. Committee Authority. All actions taken and all interpretations and determinations made by the Committee will be final and binding upon the Participant,
the Company and all other persons, and will be given the maximum deference permitted by law. No member of the Committee will be personally liable for any action,
determination or interpretation made in good faith with respect to this Agreement.
 

12. Captions. Captions provided herein are for convenience only and are not to serve as a basis for interpretation or construction of this Agreement.
 

13. Provisions Severable. In the event that any provision in this Agreement is held invalid or unenforceable, such provision will be severable from, and such
invalidity or unenforceability will not be construed to have any effect on, the remaining provisions of this Agreement.
 

14. Entire Agreement. This Agreement, including the Notice, and the Plan constitute the entire understanding of the parties relating to the subjects covered
herein. The Participant expressly warrants that he or she is not executing the Notice in reliance on any promises, representations or inducements other than those
contained herein and in the Plan.
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15. Modifications to this Agreement. No modification of or amendment to this Agreement, nor any waiver of any rights under this Agreement, will be effective

unless made in writing signed by the Participant and a duly authorized officer of the Company. All modifications of or amendments to this Agreement must either (a)
comply with Section 409A of the Code or (b) not cause this Award to be subject to Section 409A of the Code if this Award is not already subject to Section 409A of
the Code.
 

16. Amendment, Suspension or Termination of the Plan . By accepting this Award, the Participant expressly warrants that he or she has received an award
under the Plan, and has received, read and understood a description of the Plan. The Participant understands that the Plan is discretionary in nature and may be
modified, suspended or terminated by the Company at any time.
 

17. Recoupment Policy. Notwithstanding the vesting terms of this Agreement, this Award is subject to any compensatory recovery (clawback) policy in effect
at the time of each Vesting Date.
 

18. Governing Law; Dispute Resolution.
 

(a) This Agreement will be governed by, and construed in accordance with, the laws of the State of Texas, without regard to its conflict of law
provisions.
 

(b) Any dispute arising out of, or relating to this Agreement or any breach hereof, shall be resolved by binding arbitration in Harris County, Texas, in
accordance with the Commercial Arbitration Rules of the American Arbitration Association then in effect, and judgment on the award rendered by the arbitrator(s)
may be entered in any court of competent jurisdiction. The location of such arbitration in Harris County, Texas, shall be selected by the Company in its sole and
absolute discretion. All costs and expenses, including attorneys’ fees, relating to the resolution of any such dispute shall be borne by the party incurring such costs
and expenses.
 

19. Data Protection. By accepting this Award, the Participant agrees and consents:
 

(a) to the collection, use, processing and transfer by the Company of certain personal information about the Participant, including the Participant’s
name, home address and telephone number, date of birth, other employee information, details of the SARs granted to the Participant, and of the payment of cash to
the Participant pursuant to this Agreement (“Data”); and
 

(b) to the Company transferring Data to any subsidiary or affiliate of the Company for the purposes of implementing, administering and managing this
Agreement; and
 

(c) to the use of such Data by any person for such purposes; and
 

(d) to the transfer to and retention of such Data by third parties in connection with such purposes.
 

20. Plan Governs. Except where explicitly stated in this Agreement, this Agreement is subject to all terms and provisions of the Plan. In the event of a conflict
between one or more provisions of this Agreement and one or more provisions of the Plan, the provisions of the Plan shall govern, unless the Committee shall
determine otherwise.
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21. Adjustments. In the event of a stock split, a stock dividend or a similar change in the Common Stock, the number of SARs covered by this Award and the

Exercise Price may be adjusted pursuant to the Plan.
 
22. Participant Acknowledgements. The Participant acknowledges receipt of a copy of the Plan and represents that he or she is familiar with the terms and

provisions thereof, and hereby accepts this Award subject to all of the terms and provisions hereof and thereof. The Participant has reviewed this Agreement and the
Plan in their entirety, has had an opportunity to obtain the advice of counsel prior to executing the Notice and fully understands all provisions of this Agreement,
including the Notice, and the Plan.
 
THE PARTICIPANT ACKNOWLEDGES AND AGREES THAT THE SARS WILL VEST, IF AT ALL, ONLY DURING THE PERIOD OF THE PARTICIPANT’S
CONTINUED SERVICE AS AN EMPLOYEE OF THE COMPANY OR ANY OF ITS SUBSIDIARIES (NOT THROUGH THE ACT OF BEING GRANTED THIS
AWARD). THE PARTICIPANT FURTHER ACKNOWLEDGES AND AGREES THAT NOTHING IN THE NOTICE, THIS AGREEMENT NOR THE PLAN WILL
CONFER UPON THE PARTICIPANT ANY RIGHT WITH RESPECT TO CONTINUATION OF THE PARTICIPANT’S SERVICE AS AN EMPLOYEE OF THE
COMPANY OR ANY OF ITS SUBSIDIARIES.
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YUMA ENERGY, INC.

 
2014 LONG-TERM INCENTIVE PLAN

 
EXERCISE NOTICE

 
Yuma Energy, Inc.
1177 West Loop South, Suite 1825
Houston, Texas 77027
 
Attention: Corporate Secretary
 

1. Exercise of SARs. Effective as of today, _____________, 20___, the undersigned (the “ Participant”) hereby notifies the Company of his or her election to
exercise the Participant’s stock appreciation rights (“SARs”) with respect to __________ SARs of Yuma Energy, Inc., a Delaware corporation (the “ Company”),
under and pursuant to the Yuma Energy, Inc. 2014 Long-Term Incentive Plan, as amended (the “Plan”), and the Stock Appreciation Rights Agreement dated
___________ (the “Agreement”). Unless otherwise provided herein, capitalized terms herein will have the same meanings as in the Plan or the Agreement.
 

2. Representations of the Participant. The Participant acknowledges that the Participant has received, read and understood the Plan and the Agreement and
agrees to abide by and be bound by their terms and conditions.
 

3. Tax Consultation. The Participant understands that the Participant may suffer adverse tax consequences as a result of the Participant’s receipt of cash.
The Participant represents that the Participant has consulted with any tax consultants the Participant deems advisable in connection with the receipt of cash and that
the Participant is not relying on the Company for any tax advice.
 

4. Entire Agreement; Governing Law. The Plan and Agreement are incorporated herein by reference. This Exercise Notice, the Plan and the Agreement
constitute the entire agreement of the parties with respect to the subject matter hereof and supersede in their entirety all prior undertakings and agreements of the
Company and the Participant with respect to the subject matter hereof, and may not be modified adversely to the Participant’s interest except by means of a writing
signed by the Company and the Participant. This Exercise Notice will be governed by, and construed in accordance with, the laws of the State of Texas, without
regard to its conflict of law provisions.
 
 
  Submitted By:   Accepted By:  
  PARTICIPANT   YUMA ENERGY, INC.  
       
       
    By:  
  Name:  Name:  
    Title:  
       
   Date Received:   
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YUMA ENERGY, INC.

 
2014 LONG-TERM INCENTIVE PLAN

 
NOTICE OF STOCK OPTION AWARD

 
  
Participant:    (the “Participant”)  
  
Notice: You have been granted the following award of stock options of Yuma Energy, Inc., a Delaware corporation (the “ Company”), in

accordance with the terms of this Notice of Stock Option Award (this “Notice”), the Yuma Energy, Inc. 2014 Long-Term Incentive Plan,
as assumed by the Company in October 2016, as in effect and as amended from time to time (the “Plan”), and the attached Stock
Option Agreement (the “Agreement”).

  
Date of Grant:  (the “Date of Grant”)   
    
Aggregate Number of
Stock Options:   (the “Options”)  

 

      

Type of Option:  Nonqualified Stock Option  
       Incentive Stock
Option   

  
Term: The close of business on the day before the 10th anniversary of the Date of Grant (the “ Expiration Date”)
   

Vesting Schedule:
Options

(Number of Shares)
Vesting Date

(each, a “Vesting Date”)  Exercise Price Per Share  

 

       
       
       
       
       
       
 The vesting of the Options is subject to your continued service as an employee of the Company or any of its subsidiaries through such

Vesting Date, and upon the terms of this Notice, the Plan and the Agreement.
   
 
You, by your signature as the Participant below, acknowledge that you (i) have reviewed the Agreement and the Plan in their entirety and have had the opportunity to
obtain the advice of counsel prior to executing this Notice, (ii) understand that the award of the Options is granted under and governed by the terms and provisions of
this Notice, the Agreement and the Plan, and (iii) agree to accept as binding all of the determinations and interpretations made by the Compensation Committee of
the Board of Directors of the Company with respect to matters arising under or relating to this Notice, the Agreement and the Plan.
 
  PARTICIPANT   YUMA ENERGY, INC.  
       
 By:  By:  
 Name:  Name:  
    Title:  
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YUMA ENERGY, INC.

 
STOCK OPTION AGREEMENT

 
1. Award of Stock Options. Yuma Energy, Inc., a Delaware corporation (the “ Company”), hereby grants to the Participant under the Yuma Energy, Inc. 2014

Long-Term Incentive Plan, as in effect and as amended from time to time (the “Plan”), an award (the “Award”) of options to purchase an aggregate number of shares
(the “Shares”) of common stock, $0.001 par value per share, of the Company (the “ Common Stock”), set forth in the Notice of Stock Option Award (the “Notice”)
attached to this Stock Option Agreement (this “Agreement”), at each of the exercise prices per share (collectively, the “Exercise Price”) set forth in the Notice and
each vesting date set forth in the Notice (collectively, the “Vesting Date”), subject to the terms, definitions and provisions of the Plan and the terms of this Agreement.
This Agreement consists of the Notice and the terms and conditions of the Plan. Unless otherwise provided herein, capitalized terms herein will have the same
meanings as in the Plan or in the Notice.
 

2. Designation of Option. This Award is intended to be an Incentive Stock Option as defined in Section 422 of the Code only to the extent so designated in
the Notice, and to the extent it is not so designated or to the extent this Award does not qualify as an Incentive Stock Option, it is intended to be a Nonqualified Stock
Option.
 

Notwithstanding the above, if designated as an Incentive Stock Option, in the event that the Shares subject to this Award (and all other Incentive Stock
Options granted to Participant) that first become exercisable in any calendar year have an aggregate fair market value (determined for each Share as of the Date of
Grant of this Award covering such Share) in excess of $100,000, the Shares in excess of $100,000 shall be treated as subject to a Nonqualified Stock Option.
 

3. Vesting.
 

(a) Vesting of the Options. Except as otherwise provided in this Agreement or the Plan, the Options awarded by this Agreement are scheduled to vest
and be exercisable in accordance with the vesting schedule (the “Vesting Schedule”) set forth in the Notice; provided, however, no Options shall vest after the
Expiration Date. The Options scheduled to vest on a Vesting Date will vest only if the Participant remains in continued service as an employee of the Company or any
of its subsidiaries through such Vesting Date. Should the Participant’s continued service as an employee of the Company or any of its subsidiaries end (“Termination
of Service”) at any time (the “Termination Date”), any unvested Options will be immediately terminated and forfeited. However, the Compensation Committee (the
“Committee”) of the Board of Directors (the “ Board”) of the Company may, in its discretion, vest any unvested Options upon the Participant’s Termination of Service.
 

(b) Change of Control Event. If there is a Change of Control Event, any unvested Options shall not vest immediately and shall remain outstanding and
continue subject to restrictions in accordance with the terms hereof, unless one of the following things happens:
 

(i) the Committee, in its sole discretion, without the consent of the Participant or holder of this Award, and on such terms and conditions as it
deems appropriate, may take any one or more of the actions or make the adjustments set forth in Section 12.2 of the Plan in connection with such Change in Control
Event; and
 

(ii) unless the terms contained in any employment agreement between the Participant and the Company provide otherwise, if the Participant
incurs a Termination of Service within a period beginning sixty (60) days before and ending twelve (12) months following a Change of Control Event on account of (1)
a termination by the Company or any of its subsidiaries for any reason other than Cause, or (2) a termination by the Participant for Good Reason, then any unvested
Options shall vest on the Termination Date.
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For purposes of this Agreement, the following definitions apply:

 
“Good Reason” means without the Participant’s written consent (A) a material reduction in the Participant’s authority, duties or responsibilities compared to

the Participant’s authority, duties and responsibilities immediately prior to the Change of Control Event; (B) the Participant’s principal work location being moved more
than thirty-five (35) miles, from the location immediately prior to the Change of Control Event; (C) the Company or any of its subsidiaries materially reduces the
Participant’s base salary (unless the base salaries of substantially all other senior executives of the Company are similarly reduced); or (D) if the Participant is a party
to an employment agreement with the Company, any material breach of such employment agreement by the Company.  The Participant will not resign for Good
Reason without first providing the Company with written notice of the acts or omissions constituting the grounds for “Good Reason” within ninety (90) days of the
initial existence of the grounds for “Good Reason” and the Company must have an opportunity within thirty (30) days following delivery of such notice to cure the
Good Reason condition.
 

“Cause” means (A) the Participant’s failure to perform (other than due to Disability or death) the duties of the Participant’s position (as they may exist from
time to time) to the reasonable satisfaction of the Company or any of its subsidiaries after receipt of a written warning and at least fifteen (15) days’ opportunity for the
Participant to cure the failure, (B) any act of fraud or dishonesty committed by the Participant against or with respect to the Company or any of its subsidiaries or
customers as shall be reasonably determined to have occurred by the Board, (C) the Participant’s conviction or plea of no contest to a crime that negatively reflects
on the Participant’s fitness to perform the Participant’s duties or harms the Company’s or any of its subsidiaries’ reputation or business, (D) the Participant’s willful
misconduct that is injurious to the Company or any of its subsidiaries, or (E) the Participant’s willful violation of a material Company or any of its subsidiaries policy.
The preceding definition shall not be deemed to be inclusive of all the acts or omissions that the Company or any of its subsidiaries may consider as grounds for the
dismissal or discharge of the Participant or any other individual in the service of the Company or any of its subsidiaries.  Notwithstanding the foregoing, if the
Participant is a party to an employment agreement with the Company, the definition of “cause” as defined in the employment agreement will supersede the above
definition.
 

(c) All Options held by the Participant which are not vested on the Termination Date pursuant to the provisions of Sections 3(a) or 3(b) shall be
deemed terminated and forfeited.
 

4. Exercise of the Options. This Award will be exercisable during its term in accordance with the Vesting Schedule set forth in the Notice as follows:
 

(a) Right to Exercise.
 

(i) This Award may not be exercised for a fraction of a share of Common Stock.
 

(ii) This Award may not be exercised if the issuance of Common Stock at that time would violate any law or regulation.
 

(iii) In no event may this Award be exercised after the Expiration Date set forth in the Notice.
 

(b) Method of Exercise. This Award, or any exercisable portion thereof, may be exercised, prior to the Expiration Date to the extent such Option is
vested, solely by delivery of the Exercise Notice (attached hereto as Exhibit A) to the Corporate Secretary of the Company.
 

(c) Payment of Exercise Price. Payment of the Exercise Price may be by any of the following, or a combination thereof, at the election of the
Participant:
 

(i) cash or check;
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(ii) Common Stock already owned by the Participant for at least six (6) months prior to the date of exercise and based on the Fair Market

Value of the Common Stock on the date this Award is exercised;
 

(iii) irrevocable instructions to a broker to deliver promptly to the Company the amount of sale or broker loan proceeds necessary to pay the
Exercise Price;
 

(iv) net cashless exercise; or
 

(v) any combination of (i), (ii), (iii), or (iv) above.
 

(d) Withholding. The Participant will not be allowed to exercise this Award unless he or she makes arrangements acceptable to the Company to pay
any withholding taxes that may be due as a result of the Option exercise as set forth in Section 6.
 

5. Termination of the Award.
 

(a) Term. This Award expires in any event at the close of business at Company headquarters on the day before the 10th anniversary of the Date of
Grant, set forth in the Notice. (It will expire earlier if the Participant’s service as an employee of the Company or any of its subsidiaries ceases, as described herein.)
 

(b) Termination for Reasons Other Than Cause, Death, Disability . If the Participant’s continued service as an employee of the Company or any of its
subsidiaries ends for any reason other than Cause, death or Disability, the Participant may exercise the vested Options, but only within such period of time ending on
the earlier of (i) the date three (3) months following the Participant’s Termination Date and (ii) the Expiration Date.
 

(c) Termination Due to Disability. If the Participant’s continued service as an employee of the Company or any of its subsidiaries ends as a result of
the Participant’s Disability, the Participant may exercise the vested Options, but only within such period of time ending on the earlier of (i) the date twelve (12)
months following the Participant’s Termination Date and (ii) the Expiration Date.
 

(d) Termination Due to Death. If the Participant’s continued service as an employee of the Company or any of its subsidiaries ends as a result of the
Participant’s death, the vested Options may be exercised by the Participant’s estate, by a person who acquired the right to exercise the Options by bequest or
inheritance or by the person designated to exercise the Options upon the Participant’s death, but only within the time period ending on the earlier of (i) the date
twelve (12) months following the Participant’s Termination Date and (ii) the Expiration Date.
 

(e) Termination for Cause . If the Participant’s continued service as an employee of the Company or any of its subsidiaries ends for Cause, the
Options (whether vested or unvested) shall immediately terminate and cease to be exercisable.
 

6. Taxes.
 

(a) Tax Liability.  The Participant is ultimately liable and responsible for all taxes owed by the Participant in connection with this Award, regardless of
any action the Company takes with respect to any tax withholding obligations that arise in connection with this Award. The Company does not make any
representation or undertaking regarding the treatment of any tax withholding in connection with the grant or vesting of this Award or the subsequent exercise of the
Options. The Company does not commit and is under no obligation to structure this Award to reduce or eliminate the Participant’s tax liability.
 

(b) Payment of Withholding Taxes.   In the event required by federal, state or local law, the Company will have the right and is hereby authorized to
withhold, and/or to require the Participant to pay upon the occurrence of the event triggering the requirement, any applicable withholding taxes in respect of the
Options, their grant, vesting, exercise or otherwise and to take such other action as may be necessary in the opinion of the Committee to satisfy all obligations for the
payment of such withholding taxes. The Company, in its sole discretion and pursuant to such procedures as it may specify from time to time, may permit the
Participant to satisfy such tax withholding obligation, in whole or in part (without limitation) by (i) paying cash; (ii) electing to have the Company withhold otherwise
then deliverable shares of Common Stock upon exercise of the Options having a Fair Market Value equal to the minimum amount required to be withheld;
(iii) delivering to the Company, vested and owned shares of Common Stock having a Fair Market Value equal to the amount required to be withheld; or (iv) through
any other lawful manner. The Participant agrees to indemnify and hold the Company harmless from any losses, costs, damages, or expenses relating to inadequate
withholding. The Company shall withhold from any dividends paid during the vesting period only the amounts the Company is required to withhold to satisfy any
applicable tax withholding requirements with respect to such dividends based on minimum statutory withholding rates for federal and state tax purposes, including
any payroll taxes.
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YOU FURTHER ACKNOWLEDGE THAT THE COMPANY HAS DIRECTED YOU TO SEEK INDEPENDENT ADVICE REGARDING THE APPLICABLE
PROVISIONS OF THE INTERNAL REVENUE CODE OF 1986, AS AMENDED (THE “CODE”), AND THE INCOME TAX LAWS OF ANY MUNICIPALITY OR
STATE IN WHICH YOU MAY RESIDE.
 

7. No Rights as Stockholder . Until the issuance (as evidenced by the appropriate entry on the books of the Company or of a duly authorized transfer agent of
the Company) of the Shares, no right to vote or receive dividends or any other rights as a stockholder will exist with respect to the Shares subject to the Award,
notwithstanding the exercise of this Award. The Shares so acquired will be issued to the Participant as soon as practicable after exercise of the Award. No
adjustment will be made for a dividend or other right for which the record date is prior to the date of issuance, except as provided in the Plan.
 

8. No Effect on Employment. Nothing contained in this Agreement shall confer upon the Participant the right to continue as an employee of the Company or
any of its subsidiaries.
 

9. Address for Notices. Any notice to be given to the Company under the terms of this Agreement shall be addressed to the Company, Attn: Corporate
Secretary, at the Company’s headquarters, 1177 West Loop South, Suite 1825, Houston, Texas 77027, or at such other address as the Company may hereafter
designate in writing. Any notice to be given to the Participant will be addressed to such Participant at the address maintained by the Company for such person or at
such other address as the Participant may specify in writing to the Company.
 

10. Award is Not Transferable. This Award and the rights and privileges conferred hereby will not be transferred, assigned, pledged or hypothecated in any
way (whether by operation of law or otherwise) and will not be subject to sale under execution, attachment or similar process. Upon any attempt to transfer, assign,
pledge, hypothecate or otherwise dispose of this Award, or of any right or privilege conferred hereby, or upon any attempted sale under any execution, attachment or
similar process, this Award and the rights and privileges conferred hereby immediately will become null and void.
 

11. Compliance with Laws and Regulations .
 

(a) If the Participant is an “affiliate” of the Company, as that term is defined in Rule 144 (“ Rule 144”) under the Securities Act of 1933, as amended
(the “Securities Act”), the Participant may not sell the Common Stock received upon exercise of any Options unless in compliance with Rule 144. Further, the
Participant’s subsequent sale of the Common Stock received upon the exercise of this Award will be subject to any market blackout-period that may be imposed by
the Company and must comply with the Company’s insider trading policies and any other applicable securities laws. The Participant acknowledges and agrees that,
prior to the sale of any Common Stock acquired hereunder, it is the Participant’s responsibility to determine whether or not such sale of such Common Stock will
subject the Participant to liability under insider trading rules or other applicable federal securities laws.
 

(b) The obligation of the Company to deliver Common Stock upon exercise hereunder will be subject in all respects to (i) all applicable federal and
state laws, rules and regulations and (ii) any registration, qualification, approvals or other requirements imposed by any government or regulatory agency or body
which the Committee will, in its discretion, determine to be necessary or applicable. Moreover, the Company will not issue any Common Stock to the Participant or
any other person pursuant to this Agreement if doing so would be contrary to applicable law. If at any time the Company determines, in its discretion, that the listing,
registration or qualification of the Common Stock upon any national securities exchange or under any state or federal law, or the consent or approval of any
governmental regulatory body, is necessary or desirable, the Company will not be required to issue any Common Stock to the Participant or any other person
pursuant to this Agreement unless and until such listing, registration, qualification, consent or approval has been effected or obtained, or otherwise provided for, free
of any conditions not acceptable to the Company.
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12. Market Standoff Agreement. The Participant agrees in connection with any registration of the Company’s securities under the Securities Act that, upon

the request of the Company or the underwriter(s) managing any registered public offering of the Company’s securities, the Participant will not sell or otherwise
dispose of any shares of Common Stock acquired pursuant to this Agreement without the prior written consent of the Company or such underwriters, as the case
may be, for such period of time (not to exceed one hundred eighty (180) days) after the effective date of such registration requested by such managing underwriter(s)
and subject to all restrictions as the Company or the managing underwriter(s) may specify for employees, directors or other service provider stockholders generally.
The Participant further agrees to enter into any agreement reasonably required by the underwriter(s) to implement the foregoing.
 

13. Binding Agreement. This Agreement will be binding upon and inure to the benefit of the heirs, legatees, legal representatives, successors and assigns of
the parties hereto.
 

14. Committee Authority. All actions taken and all interpretations and determinations made by the Committee will be final and binding upon the Participant,
the Company and all other persons, and will be given the maximum deference permitted by law. No member of the Committee will be personally liable for any action,
determination or interpretation made in good faith with respect to this Agreement.
 

15. Captions. Captions provided herein are for convenience only and are not to serve as a basis for interpretation or construction of this Agreement.
 

16. Provisions Severable. In the event that any provision in this Agreement is held invalid or unenforceable, such provision will be severable from, and such
invalidity or unenforceability will not be construed to have any effect on, the remaining provisions of this Agreement.
 

17. Entire Agreement. This Agreement, including the Notice, and the Plan constitute the entire understanding of the parties relating to the subjects covered
herein. The Participant expressly warrants that he or she is not executing the Notice in reliance on any promises, representations or inducements other than those
contained herein and in the Plan.
 

18. Modifications to this Agreement. No modification of or amendment to this Agreement, nor any waiver of any rights under this Agreement, will be effective
unless made in writing signed by the Participant and a duly authorized officer of the Company. All modifications of or amendments to this Agreement must either (a)
comply with Section 409A of the Code or (b) not cause this Award to be subject to Section 409A of the Code if this Award is not already subject to Section 409A of
the Code.
 

19. Amendment, Suspension or Termination of the Plan . By accepting this Award, the Participant expressly warrants that he or she has received an award
under the Plan, and has received, read and understood a description of the Plan. The Participant understands that the Plan is discretionary in nature and may be
modified, suspended or terminated by the Company at any time.
 

20. Recoupment Policy. Notwithstanding the vesting terms of this Agreement, this Award is subject to any compensatory recovery (clawback) policy in effect
at the time of each Vesting Date.
 

21. Governing Law; Dispute Resolution.
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(a) This Agreement will be governed by, and construed in accordance with, the laws of the State of Texas, without regard to its conflict of law

provisions.
 

(b) Any dispute arising out of, or relating to this Agreement or any breach hereof, shall be resolved by binding arbitration in Harris County, Texas, in
accordance with the Commercial Arbitration Rules of the American Arbitration Association then in effect, and judgment on the award rendered by the arbitrator(s)
may be entered in any court of competent jurisdiction. The location of such arbitration in Harris County, Texas, shall be selected by the Company in its sole and
absolute discretion. All costs and expenses, including attorneys’ fees, relating to the resolution of any such dispute shall be borne by the party incurring such costs
and expenses.
 

22. Data Protection. By accepting this Award, the Participant agrees and consents:
 

(a) to the collection, use, processing and transfer by the Company of certain personal information about the Participant, including the Participant’s
name, home address and telephone number, date of birth, other employee information, details of the Options granted to the Participant, and of Common Stock
issued or transferred to the Participant pursuant to this Agreement (“Data”); and
 

(b) to the Company transferring Data to any subsidiary or affiliate of the Company for the purposes of implementing, administering and managing this
Agreement; and
 

(c) to the use of such Data by any person for such purposes; and
 

(d) to the transfer to and retention of such Data by third parties in connection with such purposes.
 

23. Plan Governs. Except where explicitly stated in this Agreement, this Agreement is subject to all terms and provisions of the Plan. In the event of a conflict
between one or more provisions of this Agreement and one or more provisions of the Plan, the provisions of the Plan shall govern, unless the Committee shall
determine otherwise.
 

24. Adjustments. In the event of a stock split, a stock dividend or a similar change in the Common Stock, the number of shares covered by this Award and
the Exercise Price may be adjusted pursuant to the Plan.
 

25. Notice of Disqualifying Disposition of Incentive Stock Option Shares . If this Award granted to Participant herein is an Incentive Stock Option, and if
Participant sells or otherwise disposes of any shares of Common Stock acquired pursuant to the Incentive Stock Option on or before (i) the date two (2) years after
the Date of Grant, or (ii) the date one (1) year after the date of transfer to the Participant of the Common Stock, Participant will immediately notify the Company in
writing of such disposition. Participant agrees that Participant may be subject to additional income tax withholding by the Company on his salary or wages as a result
of the compensation income recognized by the Participant.
 

26. Participant Acknowledgements. The Participant acknowledges receipt of a copy of the Plan and represents that he or she is familiar with the terms and
provisions thereof, and hereby accepts this Award subject to all of the terms and provisions hereof and thereof. The Participant has reviewed this Agreement and the
Plan in their entirety, has had an opportunity to obtain the advice of counsel prior to executing the Notice and fully understands all provisions of this Agreement,
including the Notice, and the Plan.
 

THE PARTICIPANT ACKNOWLEDGES AND AGREES THAT THE OPTIONS WILL VEST, IF AT ALL, ONLY DURING THE PERIOD OF THE
PARTICIPANT’S CONTINUED SERVICE AS AN EMPLOYEE OF THE COMPANY OR ANY OF ITS SUBSIDIARIES (NOT THROUGH THE ACT OF BEING
GRANTED THIS AWARD OR ACQUIRING COMMON STOCK HEREUNDER). THE PARTICIPANT FURTHER ACKNOWLEDGES AND AGREES THAT NOTHING
IN THE NOTICE, THIS AGREEMENT NOR THE PLAN WILL CONFER UPON THE PARTICIPANT ANY RIGHT WITH RESPECT TO CONTINUATION OF THE
PARTICIPANT’S SERVICE AS AN EMPLOYEE OF THE COMPANY OR ANY OF ITS SUBSIDIARIES.
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YUMA ENERGY, INC.

 
2014 LONG-TERM INCENTIVE PLAN

 
EXERCISE NOTICE

Yuma Energy, Inc.
1177 West Loop South, Suite 1825
Houston, Texas 77027
 
Attention: Corporate Secretary
 

1. Exercise of Award. Effective as of today,             ,         , the undersigned (the “Purchaser”) hereby elects to purchase                          shares (the
“Shares”) of the Common Stock of Yuma Energy, Inc., a Delaware corporation (the “ Company”), under and pursuant to the Yuma Energy, Inc. 2014 Long-Term
Incentive Plan, as amended (the “Plan”), and the Stock Option Agreement dated                  (the “Agreement”). The purchase price for the Shares will be $
                     , as required by the Agreement. Unless otherwise provided herein, capitalized terms herein will have the same meanings as in the Plan or the
Agreement.
 

2. Delivery of Payment. The Purchaser herewith delivers to the Company the full purchase price of the Shares and any required tax withholding to be paid in
connection with the exercise of the Award.
 

3. Representations of Purchaser. The Purchaser acknowledges that the Purchaser has received, read and understood the Plan and the Agreement and
agrees to abide by and be bound by their terms and conditions.
 

4. Rights as Stockholder. Until the issuance (as evidenced by the appropriate entry on the books of the Company or of a duly authorized transfer agent of the
Company) of the Shares, no right to vote or receive dividends or any other rights as a stockholder will exist with respect to the Shares subject to the Award,
notwithstanding the exercise of the Award. The Shares so acquired will be issued to the Purchaser as soon as practicable after exercise of the Award. No adjustment
will be made for a dividend or other right for which the record date is prior to the date of issuance, except as provided in the Plan.
 

5. Tax Consultation. The Purchaser understands that the Purchaser may suffer adverse tax consequences as a result of the Purchaser’s purchase or
disposition of the Shares. The Purchaser represents that the Purchaser has consulted with any tax consultants the Purchaser deems advisable in connection with the
purchase or disposition of the Shares and that the Purchaser is not relying on the Company for any tax advice.
 

6. Entire Agreement; Governing Law. The Plan and Agreement are incorporated herein by reference. This Exercise Notice, the Plan and the Agreement
constitute the entire agreement of the parties with respect to the subject matter hereof and supersede in their entirety all prior undertakings and agreements of the
Company and the Purchaser with respect to the subject matter hereof, and may not be modified adversely to the Purchaser’s interest except by means of a writing
signed by the Company and the Purchaser. This Exercise Notice will be governed by, and construed in accordance with, the laws of the State of Texas, without
regard to its conflict of law provisions.
 
  Submitted By:   Accepted By:  
  PURCHASER   YUMA ENERGY, INC.  
       
       
    By:  
  Name:  Name:  
    Title:  
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