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August 6, 2019 

 

Dear Shareholder,   

 

As the new Chief Executive Officer of Royale Energy, I would like to first thank you for your support in 

continuing to own our stock. You’ve put your trust in me and our Company, and I don’t take that 

responsibility lightly.  

 

In early 2018, Royale merged with Matrix Oil Corp. We spent a lot of time securing productive oil and 

gas field leases and building on partnerships to help us enhance shareholder value by getting access to 

quality, prolific growth-focus inventory. Since the merger, we have increased oil production from 8 

barrels in the fourth quarter of 2017 compared to 3,548 barrels of oil in the second quarter of 2019 and 

increased natural gas production by 161% over that same period.    

 

In April 2018, we announced a partnership with CIC Partners (CIC) to form a joint venture to develop the 

Sansinena Oil Field. In 2019, we drilled two very successful oil wells. Currently the wells are producing 

between 200 and 300 barrels of oil per day and we have plans to drill up to four more wells this year and 

a total of sixteen Sansinena oil wells in the next three years.  

 

After drilling five commercially productive wells at Rio Vista, California Resources (CRC) and Royale 

Energy announced on October 22, 2018 that we had entered into a new expanded agreement to drill thirty 

wells throughout the entire Rio Vista field, the largest gas field in California. This new agreement will 

provide Royale and its investors up to three years to drill any of the multiple stacked formations in this 

prolific and historic property. To date we have drilled five successful wells with CRC with another three 

wells to be drilled by the end of this year.  

 

In December 2018, we acquired the North Jameson Field in the Permian Basin in Texas. This property 

has 7,645 net acres in which up to thirty proved undeveloped locations have been identified using 3D 

seismic in the Strawn, Odom and the deeper Ellenberger formations. We are preparing to drill one to two 

oil wells in this field this year.   

 

We have been very busy at Royale preparing permits, locking down contracts and drilling low cost, high 

producing wells in order to increase revenue and cash flow to create value for our shareholders.   

 

You are invited to attend Royale Energy’s Annual Shareholder Meeting on September 20, 2019 at 

10:00am at our corporate headquarters in San Diego. It’s an opportunity for you to meet the directors, 

management and employees of Royale Energy.  

 

Regards, 

 

 
 

Johnny Jordan 

Chief Executive Officer 

mailto:ir@royl.com
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NOTICE OF ANNUAL MEETING OF SHAREHOLDERS 

Royale Energy, Inc. 

  

DATE: September 20, 2019 

TIME: 10:00 a.m. Pacific Daylight Time 

PLACE: Royale Energy Inc. 

1870 Cordell Ct 

Suite 210 

El Cajon, California, 92020 

  

Matters to be Voted on: 

  

1. Elect directors to serve for the ensuing year; 

  

2. Approve the Royale Energy, Inc., 2018 Equity Incentive Plan 

  

3. Approve the Royale Energy, Inc., 2019 Equity Incentive Plan 

  

4. Transact such other business as may properly come before the meeting and any adjournment thereof. 

  

Who May Attend and Vote at the Meeting 

  

Shareholders of record at the close of business on July 22, 2019, and valid proxy holders may attend and vote at the meeting.  If 

your shares are registered in the name of a brokerage firm or trustee and you plan to attend the meeting, please obtain from the 

firm or trustee a letter or other evidence of your beneficial ownership of those shares to facilitate your admittance to the meeting. 

  

  By Order of the Board of Directors, 

    

    

  Mel Riggs 

  Chairman of the Board of Directors 

    

  Date: July 25, 2019 

  

  



PROXY STATEMENT 

  

Royale Energy’s board of directors solicits your proxy, using the enclosed proxy card, for use at the annual meeting of 

shareholders to be held September 20, 2019, and at any adjournment thereof. This proxy statement has information about the 

annual meeting and was prepared by Royale Energy’s management for the board of directors. Your vote at the annual meeting is 

important to us. Please vote your shares of common stock by completing the enclosed proxy card and returning it to us in the 

enclosed envelope. 

  

GENERAL INFORMATION 

  

The only items of business which management intends to present at the meeting are listed in the preceding Notice of Annual 

Meeting of Shareholders and are explained in more detail on the following pages.  By returning your signed proxy, you authorize 

management to vote your shares as you indicate on these items of business and to vote your shares in accordance with 

management’s best judgment in response to proposals initiated by others at the meeting. 

  

1)  Changing or Revoking Your Proxy Vote 

  

You may revoke your signed proxy at any time before it is exercised at the annual meeting.  You may do this by advising Royale 

Energy’s secretary in writing of your desire to revoke your proxy, or by submitting a duly executed proxy bearing a later date. We 

will honor the proxy card with the latest date.  You may also revoke your proxy by attending the annual meeting and indicating 

that you wish to vote in person. 

  

2)  Who may Vote 

  

Each shareholder of record at the close of business on July 22, 2019, is entitled, for each share then held, to one vote on each 

proposal or item that comes before the annual meeting, except that under certain circumstances shareholders may be entitled to 

cumulate their votes in voting for directors. (See Proposal 1: Election of Directors.)  On May 15, 2019, Royale Energy had 

outstanding 50,742,248 shares of common stock entitled to vote at the meeting. 

  

3)  Voting in Person 

  

Although we encourage you to complete and return your proxy to ensure that your vote is counted, you can attend the annual 

meeting and vote your shares in person. 

  

4)  How Your Votes are Counted 

  

We will hold the annual meeting on September 20, 2019, if holders of a majority of the shares of common stock entitled to vote 

either sign and return their proxy cards or attend the meeting. If you sign and return your proxy card, your shares will be counted 

to determine whether we have a quorum even if you abstain or fail to vote on any of the matters listed on the proxy card. 

  

The shares represented by the proxies solicited by the board of directors of the Company will be voted in accordance with your 

directions as marked on your proxy ballot, but if you give no directions, such shares will be voted (i)  FOR  the election as 

directors of the nominees of the board of directors named below; (ii) in the discretion of Mel Riggs and Stephen M. Hosmer (the 

proxies named on the proxy ballot) on any other proposals to properly come before the annual meeting or any adjournment(s) 

thereof. 

  

5)  Broker Votes 

If, like most shareholders, your shares are held in a brokerage account or by another nominee, you are considered the “beneficial 

owner” of shares held in “street name,” and these proxy materials are being forwarded to you by your broker or nominee (the 

“record holder”) along with a voting instruction card.  As the beneficial owner, you have the right to direct your record holder how 

to vote your shares, and the record holder is required to vote your shares in accordance with your instructions.  Your broker is 

allowed to vote your shares only on certain “routine” proposals or if you provide your broker with instructions on how to 

vote.  Brokers are prohibited from voting uninstructed shares on “non-routine” proposals, including proposals for elections of 

directors and on executive compensation related matters.  If you do not give your broker or nominee specific instructions, your 

shares may not be voted on those matters and will not be considered as present and entitled to vote with respect to those matters.  It 

is, therefore, important that you send in your proxy with instructions on how to vote your shares (or that you attend the meeting in 

person), to make sure that we have a quorum present and voting at the shareholders’ meeting. 

  

As the beneficial owner of shares, you are invited to attend the Annual Meeting. Please note, however, that if you are a beneficial 

owner whose shares are held in street name, you may not vote your shares in person at the meeting unless you obtain a “legal 

proxy” from the record holder that holds your shares.  To vote shares held in street name in person at the annual meeting, you 

should contact your broker before the annual meeting to obtain a proxy form in your name. 

   



  

  

ABSTAINING IS THE SAME AS VOTING “NO” 

  

If you mark “Abstain” with respect to any proposal on your proxy ballot, your shares will be counted in the number of votes 

cast.  However, a vote to “Abstain” has the same effect as voting “No.” Management requests that you vote either “For” or 

“Against” on each proposal to come before the meeting. 

  

This proxy statement and the accompanying proxy form will be first distributed on or about August 1, 2019, to shareholders 

entitled to vote at the meeting. 

  

  

ITEMS OF BUSINESS 

  

PROPOSAL 1:          ELECTION OF DIRECTORS 

  

Seven directors will be elected to serve on our board of directors until the next annual meeting of shareholders or until their 

successors are elected and qualified. 

  

a)   The Director Nomination Process 

  

All of the nominees for our board of directors were approved unanimously by the three independent directors who serve on the 

nominations committee and unanimously by the full board of directors. 

  

Six nominees for re-election to the board, Mel Riggs, Robert Vogel, Thomas Gladney, Jonathan Gregory, Rod Eson and Johnny 

Jordan, have served on our board. One nominee, Jonathan Gregory (our former Chief Executive Officer) was elected to the board 

in 2014. Two nominees, Johnny Jordan (our current Chief Executive Officer) and Rod Eson (our former Chief Executive Officer),  

were appointed to the board in January 2018 in anticipation of the merger between Royale and Matrix Oil Management 

Corporation which closed in March 2018. One nominee, Karen Kerns, is nominated for election to the board for the first time. The 

remaining three nominees, Robert Vogel, Mel G. Riggs, and Thomas Gladney were elected to the board last year. All nominees are 

nominated for election for full one year terms.  

  

One current board member Barry Lasker, is not standing for re-election to the board. 

  

b)   Voting 

  

The seven nominees receiving the highest number of votes will be elected.  Signed proxies received will be voted for the election 

of the nominees listed in this proxy statement, all of whom have agreed to serve if elected.  Should any of the nominees become 

unavailable at the time of the meeting to accept nomination or election as a director, the proxy holders named in the enclosed 

proxy will vote for substitute nominees at their discretion. Votes withheld for a nominee will not be counted.  Pursuant to the 

Company’s Bylaw 3.2, cumulative voting for directors is not permitted. 

  

c)   Qualifications of Directors 

  

Royale Energy has not established specific, minimum qualifications for recommended nominees or specific qualities or skills for 

our directors to possess. We have used a subjective process for identifying nominees for director based on the judgment of our 

board of our current needs. The nomination committee has received suggested candidates from unaffiliated parties, however, we 

have never received any officially designated nominations from unaffiliated shareholders for new members of the board of 

directors. The board has and will consider outside nominations received in the future. 

  

In selecting the 2019 nominees for director, the nominations committee sought candidates who possess the highest personal and 

professional ethics, integrity and values, and are committed to representing the long-term interests of our stockholders. In addition 

to reviewing a candidate’s background and accomplishments, the committee reviewed candidates for director in the context of the 

current composition of the board and the evolving needs of our businesses.  A majority of our nominees for election as directors 

meet the standards of independence promulgated by the NASDAQ Stock Market and the SEC. As required by the nominations 

committee charter, the committee selects individuals as nominees for their character, judgment, ethics, integrity, business 

experience, and acumen, and the committee also seeks to ensure that the board reflects a range of talents, ages, skills, diversity, 

and expertise, particularly in the areas of accounting and finance sufficient to provide sound and prudent guidance with respect to 

the Company’s operations and interests. The board seeks to maintain a diverse membership, but it does not have a separate policy 

on diversity. The board also requires that its members be able to dedicate the time and resources necessary to ensure the diligent 

performance of their duties on the Company’s behalf, including attending board and applicable committee meetings.  

  

  



  

  

The following are some of the key qualifications and skills the committee considered in evaluating the director nominees. The 

individual biographies beginning on page 4 provide additional information about each nominee’s specific experiences, 

qualifications and skills. 

  

Significant management experience.  We believe that directors with experience in management, including management of private, 

public, or non-profit corporations provide the Company with valuable insights. These individuals have a demonstrated record of 

leadership qualities and a practical understanding of organizations, processes, strategy, risk management, and the methods to drive 

change and growth. Through their service as top leaders at other organizations, they also have access to important sources of 

market intelligence, analysis, and relationships that benefit the Company. 

  

Financial reporting experience.  We believe that an understanding of finance and financial reporting processes is important for our 

directors. The Company measures its operating and strategic performance by reference to financial targets. In addition, accurate 

financial reporting and robust auditing are critical to the Company’s success. Our nominees include a director who qualifies as an 

audit committee financial expert, and we expect all of our directors to be financially knowledgeable. 

  

Industry experience.  We seek to have directors with experience as executives, directors, or other leadership positions in the energy 

industry. These directors have valuable perspective on energy industry business cycles and other issues specific to the Company’s 

business. 

  

Government experience.  We seek directors with governmental experience because the energy industry is heavily regulated and is 

directly affected by actions and decisions of federal, state, local, and other governmental agencies. The Company recognizes the 

importance of working constructively with governments, and directors with government experience offer valuable insight in this 

regard. 

  

d)   Board Leadership and Risk Oversight 

  

We have separated the functions of chairman of the board (Mel Riggs) and chief executive officer (Johnny Jordan).  

  

The board of directors is responsible for oversight of our risk management policies and procedures. We are exposed to a number of 

risks including financial risks, strategic and operational risks, and risks relating to regulatory and legal compliance. Our financial 

condition, results of operations, and capital resources are highly dependent upon the prevailing market prices of, and demand for, 

crude oil and natural gas, which are beyond our control. The board of directors reviews our business and financial plans, which 

includes evaluating the objectives of, and risks associated with, these plans. In addition, the audit committee reviews and discusses 

with management our major financial risks and the steps management has taken to monitor and control these risks, including our 

internal control over financial reporting. Our compensation committee strives to structure executive compensation to align the 

interests of our executive officers with the long-term interests of our shareholders and thus provides incentives to our executives to 

manage risks appropriately. 

  

e)   Nominees for the Board of Directors 

  

Proxies solicited by the board of directors will be voted in favor of each nominee unless shareholders specify otherwise in their 

proxies.  The following pages describe the nominees for director, including their principal occupations for the past five years, 

certain other directorships, age, and length of service as director of Royale Energy.  Membership on board committees, attendance 

at board and committee meetings, and ownership of stock in Royale Energy are indicated in separate sections following the 

individual resumes of the nominees. 

  

Each nominee has agreed to be named in this proxy statement and to serve as a director if elected.  The ages listed are as of May 

31, 2019. 

  

  



  

  

Nominees for Director 

  

Name Age 

First Became Director or Executive 

Officer Position Held 

Johnny Jordan 59 January 2018 Chief Executive Officer and Director 

Mel Riggs 64 July 2018 Chairman of the Board of Directors 

Robert Vogel 
(1)

 59 July 2018 Director 

Jonathan Gregory 55 March 2014 Director 

Thomas Gladney 
(1)

 66 July 2018 Director 

Rod Eson 68 January 2018 Director 

Karen Kerns 61    Nominee for Director 

 
(1)

          Member of the compensation, nominations and audit committees. 

  

The board has determined that nominees for director Thomas Gladney, Mel G. Riggs, Robert Vogel, and Karen Kerns qualify as 

independent directors under NASDAQ rules. 

  

The following summarizes the business experience of each director and nominee for director. 

  

Rod Eson – Director 

  

Mr. Eson served as Chief Executive Officer from June 1, 2018 until December 31, 2018.  He is the chief executive officer of 

Foothill Energy, LLC, a position he has held since he founded Foothill Energy in 2004.  Foothill owns and operates oil and gas 

properties in the central and northern valleys of California.  Mr. Eson has owned and operated oil and gas production companies as 

well as oilfield service companies since 1979.  From 2013 to 2015, he was chairman of the board of Enhanced Oil Resources, Inc. 

(currently named Hunter Oil Corp.), whose stock is traded on the OTC-QX Market and the Canadian TSX Venture 

Exchange.  Prior to forming Foothill Energy in June 2004, Mr. Eson was president and chief executive officer of Venoco, Inc., a 

California based independent oil and gas company he cofounded in 1992.  At the time of Mr. Eson’s sale of his interest in Venoco, 

it held assets in California, Texas, Mississippi, Colorado and Argentina.  Mr. Eson is the former chairman of the board of the 

California Independent Petroleum Association and has been a member of the Society of Petroleum Engineers and American 

Petroleum Institute for more than three decades.  He has also been a member of the Texas Independent Producers and Royalty 

Owners Association and a member of the board of directors of the Independent Petroleum Association of America.  He received a 

B.S. in Mechanical Engineering from California State Polytechnic University in Pomona, California.  He has published numerous 

technical papers on the subject of enhanced oil recovery. 

  

Thomas Gladney – Director 

  

Mr. Gladney became a director in July 2018.  Since 2006 he has served as president of privately held Bodog Resources, LLC, a 

wholly owned private entity which invests in oil and gas, water treatment oil field services, and real estate.  Mr. Gladney 

previously served as executive vice president of Plains Exploration and Production Company (PXP) where he helped increase 

proved reserves from 239 MMEB to more than 400 MMEB while directing various projects to include integration of the merger of 

two large public companies, work on development and exploration projects in the Gulf of Mexico and on several key engineering 

projects.   Prior to that, Mr. Gladney served as senior vice president for PXP and Plains Resources, president of Arguello Inc. for 

Plains, project manager for Venoco and Torch, Offshore Operations Manager for Sun E&P.  Mr. Gladney received a B.S. in 

Petroleum Engineering from Mississippi State University, in 1975 and is married with 6 grown children and 9 grandchildren.  Mr. 

Gladney is experienced in operational management, has a broad knowledge of facilities and oil field management and is 

knowledgeable in mergers and acquisitions.  The board has determined that Mr. Gladney will be an independent director. 

  

  



  

  

Jonathan Gregory – Director 

  

Mr. Gregory became a director of Royale in March 2014 and served as Royale’s chief executive officer from September 10, 2015, 

until June 1, 2018.  Prior to becoming Royale’s CEO, Mr. Gregory, from March 2014 to July 2015, served as Chief Financial 

Officer and Chief Business Development Strategist for Americo Energy Resources, a private exploration and production company 

located in Houston, Texas. Prior to serving as CFO of Americo Energy, Mr. Gregory was CFO of J&S Oil & Gas, LLC, from 

April 2012 to February 2014. From December 2004 to April 2012, Mr. Gregory was head of the energy lending group in Houston, 

Texas for Texas Capital Bank, N.A.  Mr. Gregory is presently CEO of RMX Resources, LLC, a private Texas based oil and gas 

company with oil and gas properties primarily located in California. Mr. Gregory is also a Credit Advisor to Anvil Capital 

Partners, a private debt capital provider to upstream energy companies. Mr. Gregory graduated from Lamar University in 1986 

with a Bachelor’s degree in Finance. 

  

Johnny Jordan – Chief Executive Officer and Director 

  

Mr. Jordan was appointed to the board in January 2018 and appointed Chief Executive Officer effective January 1, 2019.  Mr. 

Jordan is a petroleum engineer with expertise in acquisitions, field economics and reserves analysis, bank negotiations, reservoir 

and field operations, and multi-team interaction. Mr. Jordan has been active in the oil and gas industry since 1980 beginning as a 

floor hand on a well service rig. He has held various staff and supervisory positions for Exxon, Mack Energy, Enron Oil and Gas 

and Venoco Corporation. He co-founded Matrix Oil Corporation in 1999 and served as President until its’ merger with Royale. 

Mr. Jordan is on the Board of Directors of RMX Resources, LLC and the California Independent Petroleum Association. He is a 

member of the Society of Petroleum Engineers, the American Petroleum Institute, and the Texas Independent Producers and 

Royalty Owners Association. Mr. Jordan has managed acquisition evaluations in many of the oil and gas producing basins in the 

US. He has coordinated field development for various recovery mechanisms that include waterflood, tertiary flood, water drive oil 

and gas reservoirs, and pressure depletion fields with gas cap expansion or gravity drainage. Mr. Jordan received a B.S. in 

Chemical Engineering from the University of Oklahoma in 1983 and is currently a member of the Society of Petroleum Engineers 

and the American Petroleum Institute. 

  

Mel G. Riggs – Nominee for Director 

  

Mr. Riggs became a director in July 2018.  Presently, he is affiliated with the Clayton Williams family office.  Mr. Riggs 

previously served as President of Clayton Williams Energy, Inc. (NYSE: CWEI) from March, 2015 until April 2017 when CWEI 

was acquired for $2.7 billion by Noble Energy, Inc. (NYSE:  NBL).  In prior roles, Mr. Riggs served from March 1991 until 

December 2010 as the chief financial officer of CWEI and from 2010 to 2015 as the executive vice president and chief operating 

officer.  Mr. Riggs also served as a director of CWEI from 1994 to 2017. Mr. Riggs currently serves on the board of directors of 

TransAtlantic Petroleum, Ltd. (NYSE:TAT) and Community National Bank of Midland, Texas and is a member of the audit 

committee for both companies.  Mr. Riggs is a certified public accountant and received a BBA with a degree in accounting from 

Texas Tech University in 1977.  The board has determined that Mr. Riggs will be an independent director. 

  

Robert Vogel – Nominee for Director 

  

Mr. Vogel became a director in July 2018.  Presently, he is a Principal at Lucas Capital Management, a registered investment 

advisor providing a full suite of financial services to individuals and institutional clients.  Mr. Vogel is a seasoned executive with 

an extensive background in the energy industry.  He has served or worked as a principal, director, chief financial officer, trustee, 

vice president and treasurer, assistant treasurer, manager of corporate planning and control, manager inventory control and process 

engineer for organizations including Lucas Capital Management, Red Leaf Resources, GTL Energy, Blink Now Foundation, 

Community Foundation of New Jersey, Mt. Horeb United Methodist Church, Hess Corporation, Max Lotto, W.R. Grace and Co, 

and Chevron U.S.A. Inc. Mr. Vogel has a BS in chemical engineering and a MBA from NYU Stern School of Business. The board 

has determined that Mr. Vogel will be an independent director. 

  

Karen Leik Kerns – Nominee for Director 

  

Karen Leik Kerns has been nominated for election as a director. Ms. Kerns is an attorney with over 30 years of experience in 

business, contract and loan negotiation, and real estate law. Ms. Kerns previously served as General Counsel for a private real 

estate investment trust with over $400 million in limited partner investments throughout the United States. In her early legal career 

Ms. Kerns practiced business and insurance defense litigation. She holds a Juris Doctor from the University of Denver Sturm 

College of Law and a Bachelor’s degree from the University of Wyoming. The board has determined the Ms. Kerns will be an 

independent director. 

  

  

  



Audit Committee 

  

The board has appointed an audit committee to assist the board of directors in carrying out its responsibility as to the independence 

and competence of the Company’s independent public accountants. In accordance with the rules of NASDAQ for listed 

companies, all members of the audit committee are independent members of the board of directors.  The audit committee operates 

pursuant to an audit committee charter which has been adopted by the board of directors to define the committee’s 

responsibilities.  A copy of the audit committee charter is posted on our website, www.royl.com.  From his election in 2018 and in 

2019, the board determined Robert Vogel qualified as an “audit committee financial expert” as defined in Regulation S-K Item 

407(d)(5) of the Securities and Exchange Commission. 

  

In 2018, the members of the audit committee were Robert Vogel, Thomas Gladney and Barry Lasker. 

  

Number of Meetings Held in 2018: 4 

  

All nominated committee members attended all committee meetings in 2018. 

  

Compensation Committee 

  

Purpose: To review and make recommendations to the board of directors on setting the salaries of the company’s officers and the 

compensation to be paid to members of the board of directors who are not employees of the Company.  The compensation committee 

operates pursuant to a committee charter adopted by the board of directors, a copy of which is posted on our website, www.royl.com. 

  

In 2018, the members of the compensation committee were Barry Lasker, Robert Vogel and Thomas Gladney.  

  

Number of Meetings Held in 2018: 1 

  

All committee members attended all committee meetings in 2018. 

  

No Compensation Committee Interlocks 

  

No compensation committee interlocks as defined in SEC Regulation S-K, Item 407(e)(4) existed between committee members or 

executive officers of Royale and any other entity during 2018. 

  

Nominations Committee 

  

Purpose: To review and make recommendations to the board of directors concerning the nominees proposed for election of directors 

at the annual meeting of directors.  The Nominations Committee operates pursuant to a committee charter which is posted on our 

website, www.royl.com. 

  

For 2018, the members of the nominations committee were Michael McCaskey, Rod Eson and Jeff Kerns. For 2019 the members of 

the nominations committee are Thomas Gladney, Robert Vogel and Barry Lasker. 

  

Number of Meetings Held in 2018: 10 

  

f)  Executive Compensation 

  

Employment Agreements and Potential Payments upon a Termination of Employment or Change in Control 

  

On June 29, 2018, we entered into a two-year employment agreement, effective June 1, 2018 with our then Chief Executive 

Officer, Rod Eson. The following description of the terms of his employment is subject to, and qualified in its entirety by reference 

to, his employment agreement, which is attached to the Form 8-K filed on July 6, 2018 as Exhibit 5.1 (“Eson Employment 

Agreement”). Under the terms of the Agreement, Mr. Eson received a base salary of $275,000 annually, payable in monthly 

installments. For the first year, Mr. Eson’s salary was to be paid 50% in cash and 50% in shares of our common stock, valued at 

the fair value of the stock on the date of issuance. 

  

Mr. Eson was also to receive an initial grant of 581,396 shares of Royale common stock valued at $250,000 ($0.43 per share, equal 

to the closing market price of our common stock on May 22, 2018, the date on which the Company agreed to grant the shares 

pursuant to its initial, oral agreement with Mr. Eson). The stock vesting was in equal amounts of 33.33% of the shares on each of 

the first, second and third anniversaries of the date of grant. He was also eligible to participate in our annual bonus plan, subject to 

the discretion of the Compensation Committee of the Board of Directors. Mr. Eson was also to receive a $50,000 relocation 

allowance from Royale for the expense of moving from Houston to San Diego. His employment terms included other standard 

employment, compensation and confidentiality provisions. 

   



  

  

On December 31, 2018, Rod Eson resigned as our Chief Executive Officer effective as of that date. In connection with Mr. Eson’s 

resignation, on December 31, 2018, the Board appointed Johnny Jordan, then current President and Chief Operating Officer of the 

Company, to serve as Chief Executive Officer of the Company effective December 31, 2018. Mr. Jordan also remains as the 

President and Chief Operating Officer of the Company. 

  

Mr. Jordan will continue to be compensated in accordance with his employment agreement with the Company dated October 10, 

2018 and effective March 1, 2018, a copy of which was attached as Exhibit 10.2 to the Company’s Form S-8 filed October 29, 

2018 (“Jordan Employment Agreement”). Pursuant to the terms of his employment agreement, Mr. Jordan’s base salary is 

$250,000 per year, subject to adjustment as set forth therein Mr. Jordan is also eligible for a discretionary annual bonus under the 

Company’s bonus plan, as determined in the sole and absolute discretion of the Compensation Committee. His employment terms 

included other standard employment, compensation and confidentiality provisions. 

  

The Employment Agreements included 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 contained 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 the Employment 

Agreement. 

  

If the named executive officer’s employment was terminated by the Company other than for cause or termination by the named 

executive officer in the event of a change of control, the Employment Agreements provide that (1) (i) Mr. Jordan will receive 

payment in a lump sum of 18 months’ accrued base salary and (ii) Mr. Eson was eligible to receive a lump sum of 6 months’ 

accrued base salary (b) target annual bonus for the year of termination and (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 (i) Mr. Eson 

up to 18 months’ and (ii) Mr. Jordan up to 2 years’, 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 Company’s Long Term Incentive Plan shall immediately 

vest and related restrictions shall be waived. 

  

If a change of control had 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 12 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 lump sum 

payment will be: (a) 2 years’ accrued 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 contained 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 one year 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. 

  

Additionally, our equity award agreements under which we have granted restricted stock awards, stock appreciate rights awards 

and stock option awards contain provisions providing for accelerated vesting upon the death or disability of the named executive 

officer, upon termination of employment by the Company without cause or termination of employment by the named executive 

officer for “good reason” and upon a change in control of the Company. 

  

  



  

  

The following table summarizes the compensation of the chief executive officer, chief financial officer and the one other most 

highly non-executive employees (the “named executives and employees”) of Royale and its subsidiaries during the past three 

years. 

  

                                All Other           

Name and Principal Position   Year   Salary (4)     Bonus     

Option 

Awards (1)     

Compensation 

(2)     Total   

Johnny Jordan, CEO (6)   2018   $ 213,141     $ -             $ -     $ 213,141   

    2017   $ -     $ -             $ -     $ -   

    2016   $ -     $ -             $ -     $ -   

                                              

Jonathan Gregory (3) (5)   2018   $ 72,909     $ -             $ 9,583     $ 82,492   

    2017   $ 242,469     $ -             $ -     $ 242,469   

    2016   $ 242,469     $ -             $ -     $ 242,469   

                                              

Donald H. Hosmer (3)   2018   $ 236,331     $ -             $ 18,930     $ 255,261   

Business Development   2017   $ 236,331     $ -             $ 19,090     $ 255,421   

    2016   $ 282,533     $ -             $ 18,339     $ 300,872   

                                              

Stephen M. Hosmer (3)    2018   $ 230,192     $ -     $ 64,954     $ 18,750     $ 313,896   

Chief Financial Officer   2017   $ 230,192     $ -             $ 18,906     $ 249,098   

    2016   $ 207,693     $ -             $ 18,231     $ 225,924   

                                              

Rod Eson (7)    2018   $ 156,154                     $ 6,250     $ 162,404   

 

(1)     Certain options granted in October 2014 expired on December 31, 2017 unexercised.  At December 29, 2017, Royale’s stock 

price, $0.36, was less than the weighted average exercise price, and as such the outstanding and exercisable stock options had no 

intrinsic value. On October 10, 2018, the company entered into an agreement to issue Mr. Hosmer 250,000 options to purchase 

common stock previously approved by the Board of Directors with an exercise price of $0.31. These options were granted for a 

period of ten years with a maturity date of October 9, 2028. 

  

(2)     All other compensation consists of matching contributions to the Company’s simple IRA plan, except for Donald H. Hosmer 

and Stephen M. Hosmer, who also received a $12,000 car allowance. This category also includes Board fees for Mr. Gregory and 

Mr. Eson. 

  

(3)     During 2016, Jonathan Gregory, Donald Hosmer and Stephen Hosmer received a portion of their compensation in shares of 

common stock, valued at the closing market price on the date of grant, instead of cash.  In 2016, of the $242,469 paid to Jonathan 

Gregory, $141,814 was paid in cash and 386,178 shares of common stock were issued, valued at $100,655.  Of the $282,533 paid 

to Donald Hosmer, $190,595 was paid in cash and 609,702 shares of common stock were issued, valued at $91,938.  Of the 

$207,693 paid to Stephen Hosmer, $165,742 was paid in cash and 101,630 shares of common stock were issued, valued at 

$41,951. During 2017 the $230,192 paid to Stephen Hosmer, $173,945 was paid in cash and 200,564 shares of common stock 

were issued, valued at $56,247. 

  

(4)     Salary represents either direct payroll or common stock paid in lieu of taking a cash salary. 

  

(5)     Mr. Gregory served as CEO of the Company during 2016, 2017 and part of 2018. Mr. Gregory resigned from the CEO 

position June 30, 2018. 

  

(6)     Mr. Jordan became CEO of the Company in January 2019. Mr. Jordan joined the Company upon the merger with the Matrix 

entities on March 7, 2018 

  

(7)     Mr. Eson served as CEO of the Company during 2018. Mr. Eson received $144,609 in compensation as CEO of which 

$69,179 was paid in cash and $75,429 was paid in common stock. Mr. Eson serves on the Board of Directors and received $6,250 

as Board compensation. 

  

  



  

  

Stock Options and Equity Compensation; Outstanding Equity Awards at Fiscal Year End 

  

The following table presents the number of unexercised options at the 2018 year end for each named executive officer.  No 

unvested stock awards were outstanding at the end of 2018. 

  

Options 

Name   

Number of  

securities underlying  

unexercised 

options (1)  

exercisable   

Number of  

securities  underlying  

unexercised 

options (1) 

unexercisable   

Option exercise price 

($)   

Option 

expiration 

date 

                      

Stephen M. Hosmer     250,000 
 (1)

     $ 0.31   10/09/2028 

 

  
(1) On October 10, 2018, the Board of Directors of Royale granted Mr. Stephen M. Hosmer 250,000 options to purchase 

common stock at an exercise price of $0.31 per share. These options expire on October 9, 2028. 

  

Compensation Committee Report 

  

Our executive compensation committee has reviewed and discussed the following Compensation Discussion and Analysis with 

management and, based on its discussion and review, has recommended that the Compensation Discussion and Analysis be 

included in this proxy statement. 

  

Members of the Compensation Committee: 

  

Thomas M. Gladney, Barry Lasker (Chair), and Robert Vogel 

  

All members of the compensation committee are independent members of the Board of Directors. 

  

Compensation Discussion and Analysis 

  

Our executive compensation policy is designed to motivate, reward and retain the key executive talent necessary to achieve our 

business objectives and contribute to our long-term success. Our compensation policy for our executive officers focuses primarily 

on determining appropriate salary levels and performance-based cash bonuses. 

  

The elements of executive compensation at Royale consist mainly of cash salary and, if appropriate, a cash bonus at year-end.  The 

compensation committee makes recommendations to the board of directors annually on the compensation of the three top 

executives:  Johnny Jordan, Chief Executive Officer, Donald H. Hosmer, Business Development and Stephen M. Hosmer, Chief 

Financial Officer.   

  

Royale does not provide extensive personal benefits to its executives beyond those benefits, such as health insurance, that are 

provided to all employees.  Donald Hosmer and Stephen Hosmer each receive an annual car allowance. 

  

Policy 

  

The compensation committee’s primary responsibility is making recommendations to the board of directors relating to 

compensation of our officers.  The committee also makes recommendations to the board of directors regarding employee benefits, 

our defined benefit plans, defined contribution plans, and stock based plans. 

  

Determination 

  

To determine executive compensation, the committee, in December each year, meets with our officers to review our compensation 

programs, discuss the performance of the company, the duties and responsibilities of each of the officers pay levels and business 

results compared to others similarly situated within the industry.  The committee then makes recommendations to the board of 

directors for any adjustment to the officers’ compensation levels.  The committee does not employ compensation consultants to 

make recommendations on executive compensation. 

  

  

  



Compensation Elements 

  

Base.  Base salaries for our executive officers are established based on the scope of their responsibilities, taking into account 

competitive market compensation paid by our peers. Base salaries are reviewed annually. The salaries we paid to our most highly 

paid executive officers for the last three years are set forth in the Summary Compensation Table included under Executive 

Compensation. 

  

Bonus.  The compensation committee meets annually to determine the quantity, if any, of the cash bonuses of executive 

officers.  The amount granted is based, subjectively, upon the company’s stock price performance, earnings, revenue, reserves and 

production.  The committee does not use quantifiable metrics for these criteria; but rather uses each in balance to assess the 

strength of the company’s performance.  The committee believes that formulaic approaches to cash incentives can foster an 

unhealthy balance between short-term and long-term goals.  No cash bonuses were paid to executive officers in 2018 or 2017. 

  

Compensation of Directors 

  

In 2018, board members or committee members accrued or received fees for attendance at board meetings or committee meetings 

during the year.  In addition to cash payments, common stock was issued in lieu of compensation or reimbursements.  Royale also 

reimbursed directors for the expenses incurred for their services. 

  

The following table describes the compensation paid to our directors who are not also named executives for their services in 2018. 

  

    

Fees paid in 

cash or 

Common 

Stock     

Stock 

Awards     

Option 

Awards     

All Other 

Compensation     Total   

Name   ($)       ($)     ($)     ($)      ($)    

Mel G. Riggs   $ -     $ -     $ -     $ -     $ -   

Thomas M. Gladney   $ -     $ -     $ -     $ -     $ -   

Barry Lasker   $ -     $ -     $ -     $ -     $ -   

Robert Vogel   $ -     $ -     $ -     $ -     $ -   

Harry E. Hosmer (2)   $ 20,000     $ -     $ -     $ -     $ 20,000   

                                          

                                          

Former Board Members                                         

Ronald Verdier   $ 29,167     $ -     $ -     $ 6,250     $ 35,417   

Gary Grinsfelder   $ 29,167     $ -     $ -     $ 6,250     $ 35,417   

Ronald Buck   $ 29,167     $ -     $ -     $ 6,250     $ 35,417   

 

  (1) Mr. Eson served as CEO of the Company during 2018. 

   (2) Mr. Hosmer became Chairman Emeritus (non-voting) during 2018 

  

Preferred Stock 

  

No shares of voting preferred stock are currently outstanding.  Royale has one class of Series B convertible preferred stock 

outstanding which, while it is non-voting until March 1, 2020, is immediately convertible to shares of common stock at the option 

of the shareholder.  The number of shares of common stock issuable upon conversion of the preferred is included in the above 

table of security ownership. 

  

h)   Certain Relationships and Related Transactions 

  

In 1989, the board of directors adopted a policy (the “1989 policy”) that permitted each director and officer of Royale to purchase 

from Royale, at its cost, up to one percent (1%) fractional interest in any well to be drilled by Royale.  When an officer or director 

elected to make such a purchase, the amount charged per each percentage working interest was equal to Royale’s actual pro rata 

cost of drilling and completion, rather than the higher amount that Royale charges to working interest holders for the purchase of a 

percentage working interest in a well.   Donald Hosmer, Stephen Hosmer and Harry E. Hosmer at various times had elected under 

the 1989 policy to purchase interests in certain wells Royale has drilled. 

  

The policy has since been terminated. 

  

Donald Hosmer and Stephen Hosmer each have participated individually in 179 wells each under the 1989 policy.  The Hosmer 

Trust, a trust for the benefit of family members of Harry E. Hosmer, has participated in 178 wells.  

  



Investments in wells under the 1989 policy for the three years ended December 31, 2018, 2017, and 2016 are as follows: 

  

  Year   

# of fractional 

interests     Amount   

Donald Hosmer (1) 2018     -     $ -   

  2017     -     $ -   

  2016     1     $ 1,556   

Stephen Hosmer (1) 2018     -     $ -   

  2017     -     $ -   

  2016     1     $ 1,556   

Hosmer Trust 2018     -     $ -   

  2017     -     $ -   

  2016     1     $ 1,556   

 

  (1) Mr. Donald Hosmer and Mr. Stephen Hosmer did not participate in any wells under this policy during 2017 or 2018. 

  

Michael McCaskey and Jeffrey Kerns, each former directors of Royale, have consulting agreements to provide services as directed 

and at the discretion of the company. 

  

Code of Business Conduct and Ethics 

  

We have adopted a code of business conduct and ethics for our directors and executive officers.  The code is posted on our 

website, www.royl.com. 

  

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE IN FAVOR OF 

ELECTION OF EACH OF THE NOMINEES FOR DIRECTOR. 

  

PROPOSAL 2: 2018 EQUITY INCENTIVE PLAN 

  

Our Directors have established the 2018 Equity Incentive Plan (the “2018 Plan”). The purpose of the 2018 Plan is to advance the 

interests of the Company, its subsidiaries and its stockholders by affording certain employees, officers, Directors, and key 

consultants an opportunity to acquire or increase their proprietary interests in our Company. The objective of the issuance of the 

stock options, restricted stock and stock purchase rights under the 2018 Plan is to promote our growth and profitability because the 

grantees will be provided with an additional incentive to achieve our objectives through participation in its success and growth and 

by encouraging their continued association with or service to us. The following is a summary of the material features of the 2018 

Plan, which is qualified in its entirety by reference to the complete provisions of the 2018 Plan, attached hereto as Exhibit A. 

  

The 2018 Plan expires on October 10, 2028, and no awards may be granted under the 2018 Plan after that date. However, the terms 

and conditions of the 2018 Plan will continue to apply after that date to all 2018 Plan awards granted prior to that date until they 

are no longer outstanding. 

  

Under the 2018 Plan, the Company may grant stock options, stock appreciation rights, restricted awards, performance share 

awards, performance bonuses, stock awards and other incentive awards to employees, subject to the terms and conditions set forth 

in the 2018 Plan. The Company may also grant nonqualified stock options, RSAs, RSUs, SARs, performance units, stock awards 

and other incentive awards to any persons rendering consulting or advisory services and non-employee directors, subject to the 

conditions set forth in the 2018 Plan. Generally, all classes of the Company’s employees are eligible to participate in the 2018 

Plan. 

  

The 2018 Plan provides that a maximum of 250,000 shares of the Company’s common stock may be issued in conjunction with 

awards granted under the 2018 Plan. Shares of common stock cancelled, settled in cash, forfeited, withheld, or tendered by a 

participant to satisfy exercise prices or tax withholding obligations will be available for delivery pursuant to other awards. At 

December 31, 2018, options for all of the 250,000 shares of common stock authorized under the 2018 Plan had been 

issued.  Unless otherwise provided in an Award Agreement, notwithstanding any provision of the Plan to the contrary, in the event 

of a Change in Control, all outstanding Options and Stock Appreciation Rights shall become immediately exercisable with respect 

to 100% of the shares subject to such Options or Stock Appreciation Rights, and/or the Restricted Period shall expire immediately 

with respect to 100% of the outstanding shares of Restricted Stock or Restricted Stock Units. 

  

In 2018, all of the 250,000 shares authorized under the 2018 Plan were granted to one officer in the form of incentive stock 

options, granted at the closing market price on the date of grant. Because all of the shares authorized under the 2018 have been 

granted, the Board has also adopted the 2019 Incentive Plan described in the next section, and the Board also recommends 

approval of the 2019 Incentive Plan. 

   



  

  

Required Vote; Recommendation 

  

The affirmative vote of the majority of the shares of our common stock present in person or represented by proxy at the meeting and 

entitled to vote is required for the approval of the 2018 Plan. With respect to this vote, abstentions will have the effect of a “no” vote 

and broker non-votes will have no effect on the vote. 

  

THE BOARD HAS APPROVED THE 2018 PLAN AND RECOMMENDS THAT STOCKHOLDERS VOTE “FOR” THE 

2018 PLAN.  

  

PROPOSAL 3: 2019 EQUITY INCENTIVE PLAN 

  

Our Directors have established the 2019 Equity Incentive Plan (the “2019 Plan”). The purpose of the 2019 Plan is to advance the 

interests of the Company, its subsidiaries and its stockholders by affording certain employees, officers, Directors, and key 

consultants an opportunity to acquire or increase their proprietary interests in our Company. The objective of the issuance of the 

stock options, restricted stock and stock purchase rights under the 2019 Plan is to promote our growth and profitability because the 

grantees will be provided with an additional incentive to achieve our objectives through participation in its success and growth and 

by encouraging their continued association with or service to us. The following is a summary of the material features of the 2019 

Plan, which is qualified in its entirety by reference to the complete provisions of the 2018 Plan, attached hereto as Exhibit B. 

  

The 2019 Plan expires on May 7, 2029, and no awards may be granted under the 2019 Plan after that date. However, the terms and 

conditions of the 2019 Plan will continue to apply after that date to all 2019 Plan awards granted prior to that date until they are no 

longer outstanding. 

  

Under the 2019 Plan, the Company may grant qualified stock options as provided by Section 422 of the Internal Revenue Code to 

employees, subject to the terms and conditions set forth in the 2019 Plan. The Company may also grant nonqualified stock options 

to any persons rendering consulting or advisory services and non-employee directors, subject to the conditions set forth in the 2019 

Plan. Generally, all classes of the Company’s employees are eligible to participate in the 2019 Plan. 

  

The 2019 Plan provides that a maximum of 4,000,000 shares of the Company’s common stock may be issued in conjunction with 

awards granted under the 2019 Plan. Shares of common stock cancelled, settled in cash, forfeited, withheld, or tendered by a 

participant to satisfy exercise prices or tax withholding obligations will be available for delivery pursuant to other awards. No 

options or shares of common stock authorized under the 2019 Plan have been issued.  Unless otherwise provided in an Award 

Agreement, notwithstanding any provision of the Plan to the contrary, in the event of a Change in Control, all outstanding Options 

and Stock Appreciation Rights shall become immediately exercisable with respect to 100% of the shares subject to such Options. 

  

Required Vote; Recommendation 

  

The affirmative vote of the majority of the shares of our common stock present in person or represented by proxy at the meeting 

and entitled to vote is required for the approval of the 2019 Plan. With respect to this vote, abstentions will have the effect of a 

“no” vote and broker non-votes will have no effect on the vote. 

  

THE BOARD HAS APPROVED THE 2019 PLAN AND RECOMMENDS THAT STOCKHOLDERS VOTE “FOR” THE 

2019 PLAN.  

  

  



  

  

PROPOSAL 4:  OTHER MATTERS 

  

At the date of mailing of this proxy statement, we are not aware of any business to be presented at the annual meeting other than 

those items previously discussed.  The proxy being solicited by the board of directors provides authority for the proxy holders, 

Donald H. Hosmer and Stephen M. Hosmer, to use their discretion to vote on such other matters as may lawfully come before the 

meeting, including matters incidental to the conduct of the meeting, and any adjournment thereof. 

  

OTHER INFORMATION 

a)   Independent Auditors – Auditors’ Fees 

  

  

SingerLewak LLP served as the independent auditors to audit the Company’s financial statements for the fiscal year ended 

December 31, 2018 and 2017.  This is the fifth annual audit performed by SingerLewak LLP.  The aggregate fees billed by 

SingerLewak LLP for the years ended December 31, 2018 and 2017 are as follows, respectively: 

  

    2018     2017   

Audit fees (1)   $ 180,824     $ 184,352   

Tax fees (2)   $ -     $ -   

All other fees (3)   $ 17,326     $ 113,387   

Total   $ 198,150     $ 297,739   

 

(1)  Audit fees are fees for professional services rendered for the audit of Royale Energy’s annual financial statements, reviews of 

financial statements included in the company’s Forms 10-Q, and reviews of documents filed with the U.S. Securities and 

Exchange Commission. 

  

(2)  Tax fees consist of tax planning, consulting and tax return reviews. 

  

(3)  Other fees consist of work on registration statements under the Securities Act of 1933. 

  

The audit committee of Royale Energy has adopted policies for the pre-approval of all audit and non-audit services provided by the 

company’s independent auditor.  The policy requires pre-approval by the audit committee of specifically defined audit and non-

audit services.  Unless the specific service has been previously pre-approved with respect to that year, the audit committee must 

approve the permitted service before the independent auditor is engaged to perform it. 

  

No representatives of SingerLewak LLP are expected to be present at the annual meeting.  Although the audit committee has the 

sole responsibility to appoint the auditors as required under the Securities Exchange Act of 1934, the committee welcomes any 

comments from shareholders on auditor selection or performance.  Comments may be sent to the audit committee chair, Robert 

Vogel, in care of Royale Energy’s executive office, 1870 Cordell Court, Suite 210, El Cajon, California 92020. 

  

B Annual Report 

  

An annual report to shareholders on Form 10-K for the year ended December 31, 2018, accompanies this proxy statement. 

  

c) Method and Cost of Soliciting Proxies 

  

The accompanying proxy is being solicited on behalf of the board of directors of Royale Energy.  The expense of preparing, 

printing and mailing the form of proxy and the material used in the solicitation thereof will be borne by Royale Energy.  Proxies 

may be solicited by officers, directors, and employees of Royale Energy in person, or by mail, courier, telephone or facsimile.  In 

addition, Royale Energy has paid approximately $9,000 to Broadridge for mailing and proxy vote reporting services. 

  

  



  

  

d)   Section 16(a) Beneficial Ownership Reporting Requirement 

  

Section 16(a) of the Securities Exchange Act of 1934 and Securities and Exchange Commission regulations require that Royale 

Energy’s directors, certain officers, and greater than 10 percent shareholders file reports of ownership and changes in ownership 

with the SEC and the NASD and furnish Royale Energy with copies of all such reports they file.  Based solely upon a review of 

the copies of the forms furnished to Royale Energy, or representations from certain reporting persons that no reports were required, 

Royale Energy believes that no persons failed to file required reports on a timely basis for 2018, except that directors Barry Lasker 

and Robert Vogel made late filings of Form 3 and Form 4 reports due to their difficulty in obtaining their current electronic filing 

passwords created in past years to enable them to make past filings of ownership reports related to other issuers, unrelated to 

Royale. Both Mr. Lasker and Mr. Vogel reported on their respective Form 3 reports that they owned no equity securities of Royale 

when they joined the board of directors in July 2018. The late filings of Form 4 related, in the instance of Mr. Lasker, to two 

acquisitions of Royale stock in transactions exempt from Section 16(b) of the Exchange Act pursuant to Rule 16b-3(d) and 

subsequent dispositions of those securities in open market sales. In the instance of Mr. Vogel, the late filings related to two 

acquisitions of Royale stock in transactions exempt from Section 16(b) of the Exchange Act pursuant to Rule 16b-3(d). 

  

e)   Additional Information 

  

Other reports that we file with the SEC may also be obtained from the SEC’s website, www.sec.gov. 

  

f)   Proposals by Shareholders – 2020 

  

Any proposal by a shareholder to be submitted for inclusion in proxy soliciting material for the 2020 annual shareholders meeting 

must be received by the corporate secretary of Royale Energy no later than February 28, 2020. 

  

g)   Other Matters 

  

No proposals have been received from shareholders for inclusion in the proxy statement or action at the 2014 annual 

meeting.  Management does not know of any matter to be acted upon at the meeting other than the matters above 

described.  However, if any other matter should properly come before the meeting, the proxy holders named in the enclosed proxy 

will vote the shares for which they hold proxies in their discretion.  Your vote at the annual meeting is important to us. Please vote 

your shares of common stock by completing the enclosed proxy card and returning it to us in the enclosed envelope. 

  

    By Order of the Board of Directors, 

      

Date: July 25, 2019   Mel Riggs 

    Chairman of the Board 

  

  

  



  

  

Exhibit A 

ROYALE ENERGY, INC. 

2018 EQUITY INCENTIVE PLAN  

  

1.     Purpose; Eligibility. 

  

1.1     General Purpose. The name of this plan is the Royale Energy, Inc., Equity Incentive Plan (the “Plan”). The purposes 

of the Plan are to (a) enable Royale Energy, Inc., a Delaware corporation (the “Company”), and any Affiliate to attract and retain 

the types of Officers, Employees, Consultants and Directors who will contribute to the Company's long range success; (b) provide 

incentives that align the interests of Employees, Consultants and Directors with those of the shareholders of the Company; and (c) 

promote the success of the Company's business. 

  

1.2     Eligible Award Recipients. The persons eligible to receive Awards are the Employees, Consultants and Directors of 

the Company and its Affiliates and such other individuals designated by the Committee who are reasonably expected to become 

Employees, Consultants and Directors after the receipt of Awards. 

  

1.3     Available Awards. Awards that may be granted under the Plan include: (a) Incentive Stock Options, (b) Non-

qualified Stock Options, (c) Stock Appreciation Rights, (d) Restricted Awards, (e) Performance Share Awards, (f) Cash Awards, 

and (g) Other Equity-Based Awards. 

  

2.     Definitions. 

  

“Affiliate” means a corporation or other entity that, directly or through one or more intermediaries, controls, is 

controlled by or is under common control with, the Company. 

  

“Applicable Laws” means the requirements related to or implicated by the administration of the Plan under 

applicable state corporate law, United States federal and state securities laws, the Code, any stock exchange or quotation system on 

which the shares of Common Stock are listed or quoted, and the applicable laws of any foreign country or jurisdiction where 

Awards are granted under the Plan. 

  

“Award” means any right granted under the Plan, including an Incentive Stock Option, a Non-qualified Stock 

Option, a Stock Appreciation Right, a Restricted Award, a Performance Share Award, a Cash Award, or an Other Equity-Based 

Award. 

  

“Award Agreement” means a written agreement, contract, certificate or other instrument or document evidencing 

the terms and conditions of an individual Award granted under the Plan which may, in the discretion of the Company, be 

transmitted electronically to any Participant. Each Award Agreement shall be subject to the terms and conditions of the Plan. 

  

“Beneficial Owner” has the meaning assigned to such term in Rule 13d-3 and Rule 13d-5 under the Exchange 

Act, except that in calculating the beneficial ownership of any particular Person, such Person shall be deemed to have beneficial 

ownership of all securities that such Person has the right to acquire by conversion or exercise of other securities, whether such 

right is currently exercisable or is exercisable only after the passage of time. The terms “Beneficially Owns” and “Beneficially 

Owned” have a corresponding meaning. 

  

“Board” means the Board of Directors of the Company, as constituted at any time. 

  

“Cash Award” means an Award denominated in cash that is granted under Section 7.4 of the Plan. 

  

“Cause” means: 

  

  With respect to any Employee or Consultant, unless the applicable Award Agreement states otherwise: 

(a) If the Employee or Consultant is a party to an employment or service agreement with the Company or its Affiliates 

and such agreement provides for a definition of Cause, the definition contained therein; or 

(b) If no such agreement exists, or if such agreement does not define Cause: (i) the commission of, or plea of guilty or no 

contest to, a felony or a crime involving moral turpitude or the commission of any other act involving willful 

malfeasance or material fiduciary breach with respect to the Company or an Affiliate; (ii) conduct that results in or is 

reasonably likely to result in harm to the reputation or business of the Company or any of its Affiliates; (iii) gross 

negligence or willful misconduct with respect to the Company or an Affiliate; or (iv) material violation of state or federal 

securities laws. 

  

  



  

  

   With respect to any Director, unless the applicable Award Agreement states otherwise, a determination by a majority of 

the disinterested Board members that the Director has engaged in any of the following: 

(a) malfeasance in office; 

(b) gross misconduct or neglect; 

(c) false or fraudulent misrepresentation inducing the director's appointment; 

(d) willful conversion of corporate assets; or 

(e) repeated failure to participate in Board meetings on a regular basis despite having received proper notice of the 

meetings in advance. 

  

The Committee, in its absolute discretion, shall determine the effect of all matters and questions relating to 

whether a Participant has been discharged for Cause. 

  

“Change in Control” means 

  

  (a) The direct or indirect sale, transfer, conveyance or other disposition (other than by way of merger or consolidation), 

in one or a series of related transactions, of all or substantially all of the properties or assets of the Company and its 

subsidiaries, taken as a whole, to any Person that is not a subsidiary of the Company; 

(b) The Incumbent Directors cease for any reason to constitute at least a majority of the Board; 

(c) The date which is 10 business days prior to the consummation of a complete liquidation or dissolution of the 

Company; 

(d) The acquisition by any Person of Beneficial Ownership of fifty percent (50%) or more (on a fully diluted basis) of 

either (i) the then outstanding shares of Common Stock of the Company, taking into account as outstanding for this 

purpose such Common Stock issuable upon the exercise of options or warrants, the conversion of convertible stock or 

debt, and the exercise of any similar right to acquire such Common Stock (the “Outstanding Company Common 

Stock”) or (ii) the combined voting power of the then outstanding voting securities of the Company entitled to vote 

generally in the election of directors (the “Outstanding Company Voting Securities”); provided, however, that for 

purposes of this Plan, the following acquisitions shall not constitute a Change in Control: (A) any acquisition by the 

Company or any Affiliate, (B) any acquisition by any employee benefit plan sponsored or maintained by the Company 

or any subsidiary, (C) any acquisition which complies with clauses, (i), (ii) and (iii) of subsection (e) of this definition or 

(D) in respect of an Award held by a particular Participant, any acquisition by the Participant or any group of persons 

including the Participant (or any entity controlled by the Participant or any group of persons including the Participant); 

or 

(e) The consummation of a reorganization, merger, consolidation, statutory share exchange or similar form of corporate 

transaction involving the Company that requires the approval of the Company's shareholders, whether for such 

transaction or the issuance of securities in the transaction (a “Business Combination”), unless immediately following 

such Business Combination: (i) more than 50% of the total voting power of (A) the entity resulting from such Business 

Combination (the “Surviving Company”), or (B) if applicable, the ultimate parent entity that directly or indirectly has 

beneficial ownership of sufficient voting securities eligible to elect a majority of the members of the board of directors 

(or the analogous governing body) of the Surviving Company (the “Parent Company”), is represented by the 

Outstanding Company Voting Securities that were outstanding immediately prior to such Business Combination (or, if 

applicable, is represented by shares into which the Outstanding Company Voting Securities were converted pursuant to 

such Business Combination), and such voting power among the holders thereof is in substantially the same proportion as 

the voting power of the Outstanding Company Voting Securities among the holders thereof immediately prior to the 

Business Combination; (ii) no Person (other than any employee benefit plan sponsored or maintained by the Surviving 

Company or the Parent Company) is or becomes the Beneficial Owner, directly or indirectly, of 50% or more of the total 

voting power of the outstanding voting securities eligible to elect members of the board of directors of the Parent 

Company (or the analogous governing body) (or, if there is no Parent Company, the Surviving Company); and (iii) at 

least a majority of the members of the board of directors (or the analogous governing body) of the Parent Company (or, 

if there is no Parent Company, the Surviving Company) following the consummation of the Business Combination were 

Board members at the time of the Board's approval of the execution of the initial agreement providing for such Business 

Combination. 

  

“Code” means the Internal Revenue Code of 1986, as it may be amended from time to time. Any reference to a 

section of the Code shall be deemed to include a reference to any regulations promulgated thereunder. 

  

“Committee” means the Compensation Committee of the Board appointed by the Board. 

  

“Common Stock” means the common stock, $[PAR VALUE] par value per share, of the Company, or such other 

securities of the Company as may be designated by the Committee from time to time in substitution thereof.  

  

  



“Company” means Royale Energy, Inc. a Delaware corporation, and any successor thereto. 

  

“Consultant” means any individual or entity which performs bona fide services to the Company or an Affiliate, 

other than as an Employee or Director, and who may be offered securities registerable pursuant to a registration statement on Form 

S-8 under the Securities Act. 

  

“Continuous Service” means that the Participant's service with the Company or an Affiliate, whether as an 

Employee, Consultant or Director, is not interrupted or terminated. The Participant's Continuous Service shall not be deemed to 

have terminated merely because of a change in the capacity in which the Participant renders service to the Company or an Affiliate 

as an Employee, Consultant or Director or a change in the entity for which the Participant renders such service, provided that there 

is no interruption or termination of the Participant's Continuous Service; provided further that if any Award is subject to Section 

409A of the Code, this sentence shall only be given effect to the extent consistent with Section 409A of the Code. For example, a 

change in status from an Employee of the Company to a Director of an Affiliate will not constitute an interruption of Continuous 

Service. The Committee or its delegate, in its sole discretion, may determine whether Continuous Service shall be considered 

interrupted in the case of any leave of absence approved by that party, including sick leave, military leave or any other personal or 

family leave of absence. The Committee or its delegate, in its sole discretion, may determine whether a Company transaction, such 

as a sale or spin-off of a division or subsidiary that employs a Participant, shall be deemed to result in a termination of Continuous 

Service for purposes of affected Awards, and such decision shall be final, conclusive and binding. 

  

“Deferred Stock Units (DSUs)” has the meaning set forth in Section 7.2 hereof. 

  

“Director” means a member of the Board. 

  

“Disability” means, unless the applicable Award Agreement says otherwise, that the Participant is unable to 

engage in any substantial gainful activity by reason of any medically determinable physical or mental impairment; provided, 

however, for purposes of determining the term of an Incentive Stock Option pursuant to Section 6.10 hereof, the term Disability 

shall have the meaning ascribed to it under Section 22(e)(3) of the Code. The determination of whether an individual has a 

Disability shall be determined under procedures established by the Committee. Except in situations where the Committee is 

determining Disability for purposes of the term of an Incentive Stock Option pursuant to Section 6.10 hereof within the meaning of 

Section 22(e)(3) of the Code, the Committee may rely on any determination that a Participant is disabled for purposes of benefits 

under any long-term disability plan maintained by the Company or any Affiliate in which a Participant participates. 

  

“Disqualifying Disposition” has the meaning set forth in Section 14.12. 

  

“Effective Date” shall mean the date as of which this Plan is adopted by the Board. 

  

“Employee” means any person, including an Officer or Director, employed by the Company or an Affiliate; 

provided, that, for purposes of determining eligibility to receive Incentive Stock Options, an Employee shall mean an employee of 

the Company or a parent or subsidiary corporation within the meaning of Section 424 of the Code. Mere service as a Director or 

payment of a director's fee by the Company or an Affiliate shall not be sufficient to constitute “employment” by the Company or 

an Affiliate. 

  

“Exchange Act” means the Securities Exchange Act of 1934, as amended. 

  

“Fair Market Value” means, as of any date, 

  

(a) If the principal market for the Stock is a national securities exchange, then “Fair Market Value” shall be the mean between the 

lowest and highest reported sale prices of Stock on that date on the principal exchange on which the Stock is then listed or 

admitted to trading. 

  

(b) If sale prices are not available, or if the principal market for the Stock is not a national securities exchange, the average 

between the highest bid and lowest asked prices for the Stock on such day as reported on the OTCQB, or a comparable quotation 

service. 

  

(c) If subparagraphs (i) and (ii) next above would be applicable, except that no Sale of Stock occurred on the day, Fair Market 

Value shall be determined as of the last preceding day when a Sale of Stock occurred. 

  

(d) If subparagraphs (i), (ii) and (iii) next above are inapplicable, then the Fair Market Value of the Stock shall be its fair market 

value determined by the Board or the Committee in good faith and through the exercise of reasonable diligence. 

  

“Fiscal Year” means the Company's fiscal year. 

  

“Free Standing Rights” has the meaning set forth in Section 7.1(a).  



  

  

“Good Reason” means, unless the applicable Award Agreement states otherwise: 

  

  (a) If an Officer, Employee or Consultant is a party to an employment or service agreement with the Company or its 

Affiliates and such agreement provides for a definition of Good Reason, the definition contained therein; or 

(b) If no such agreement exists or if such agreement does not define Good Reason, the occurrence of one or more of the 

following without the Participant's express written consent, which circumstances are not remedied by the Company 

within thirty (30) days of its receipt of a written notice from the Participant describing the applicable circumstances 

(which notice must be provided by the Participant within ninety (90) days of the Participant's knowledge of the 

applicable circumstances): (i) any material, adverse change in the Participant's duties, responsibilities, authority, title, 

status or reporting structure; (ii) a material reduction in the Participant's base salary or bonus opportunity; or (iii) a 

geographical relocation of the Participant's principal office location by more than fifty (50) miles. 

  

“Grant Date” means the date on which the Committee adopts a resolution, or takes other appropriate action, 

expressly granting an Award to a Participant that specifies the key terms and conditions of the Award or, if a later date is set forth 

in such resolution, then such date as is set forth in such resolution. 

  

“Incentive Stock Option” means an Option that is designated by the Committee as an incentive stock option 

within the meaning of Section 422 of the Code and that meets the requirements set out in the Plan. 

  

“Incumbent Directors” means individuals who, on the Effective Date, constitute the Board, provided that any 

individual becoming a Director subsequent to the Effective Date whose election or nomination for election to the Board was 

approved by a vote of at least two-thirds of the Incumbent Directors then on the Board (either by a specific vote or by approval of 

the proxy statement of the Company in which such person is named as a nominee for Director without objection to such 

nomination) shall be an Incumbent Director. No individual initially elected or nominated as a director of the Company as a result 

of an actual or threatened election contest with respect to Directors or as a result of any other actual or threatened solicitation of 

proxies by or on behalf of any person other than the Board shall be an Incumbent Director. 

  

“Non-Employee Director” means a Director who is a “non-employee director” within the meaning of Rule 16b-3. 

  

“Non-qualified Stock Option” means an Option that by its terms does not qualify or is not intended to qualify as 

an Incentive Stock Option. 

  

“Officer” means a person who is an officer of the Company within the meaning of Section 16 of the Exchange Act 

and the rules and regulations promulgated thereunder. 

  

“Option” means an Incentive Stock Option or a Non-qualified Stock Option granted pursuant to the Plan. 

  

“Option Holder” means a person to whom an Option is granted pursuant to the Plan or, if applicable, such other 

person who holds an outstanding Option. 

  

“Option Exercise Price” means the price at which a share of Common Stock may be purchased upon the exercise 

of an Option. 

  

“Other Equity-Based Award” means an Award that is not an Option, Stock Appreciation Right, Restricted 

Stock, Restricted Stock Unit, or Performance Share Award that is granted under Section 7.4 and is payable by delivery of 

Common Stock and/or which is measured by reference to the value of Common Stock. 

  

“Participant” means an eligible person to whom an Award is granted pursuant to the Plan or, if applicable, such 

other person who holds an outstanding Award. 

  

“Performance Goals” means, for a Performance Period, the one or more goals established by the Committee for 

the Performance Period based upon business criteria or other performance measures determined by the Committee in its discretion. 

  

“Performance Period” means the one or more periods of time [not less than one fiscal quarter in duration], as the 

Committee may select, over which the attainment of one or more Performance Goals will be measured for the purpose of 

determining a Participant's right to and the payment of a Performance Share Award or a Cash Award. 

  

“Performance Share Award” means any Award granted pursuant to Section 7.3 hereof. 

  

  



   

“Performance Share” means the grant of a right to receive a number of actual shares of Common Stock or share 

units based upon the performance of the Company during a Performance Period, as determined by the Committee. 

  

“Permitted Transferee” means: (a) a member of the Option Holder's immediate family (child, stepchild, 

grandchild, parent, stepparent, grandparent, spouse, former spouse, sibling, niece, nephew, mother-in-law, father-in-law, son-in-

law, daughter-in-law, brother-in-law, or sister-in-law, including adoptive relationships), any person sharing the Option Holder's 

household (other than a tenant or employee), a trust in which these persons have more than 50% of the beneficial interest, a 

foundation in which these persons (or the Option Holder) control the management of assets, and any other entity in which these 

persons (or the Option Holder) own more than 50% of the voting interests; (b) third parties designated by the Committee in 

connection with a program established and approved by the Committee pursuant to which Participants may receive a cash payment 

or other consideration in consideration for the transfer of a Non-qualified Stock Option; and (c) such other transferees as may be 

permitted by the Committee in its sole discretion. 

  

“Person” means a person as defined in Section 13(d)(3) of the Exchange Act. 

  

“Plan” means this Royale Energy, Inc. [YEAR] Equity Incentive Plan, as amended and/or amended and restated 

from time to time. 

  

“Related Rights” has the meaning set forth in Section 7.1(a). 

  

“Restricted Award” means any Award granted pursuant to Section 7.2(a). 

  

“Restricted Period” has the meaning set forth in Section 7.2(a). 

  

“Rule 16b-3” means Rule 16b-3 promulgated under the Exchange Act or any successor to Rule 16b-3, as in effect 

from time to time. 

  

“Securities Act” means the Securities Act of 1933, as amended. 

  

“Stock Appreciation Right” means the right pursuant to an Award granted under Section 7.1 to receive, upon 

exercise, an amount payable in cash or shares equal to the number of shares subject to the Stock Appreciation Right that is being 

exercised multiplied by the excess of (a) the Fair Market Value of a share of Common Stock on the date the Award is exercised, 

over (b) the exercise price specified in the Stock Appreciation Right Award Agreement. 

  

“Stock for Stock Exchange” has the meaning set forth in Section 6.4. 

  

“Substitute Award” has the meaning set forth in Section 4.6. 

  

“Ten Percent Shareholder” means a person who owns (or is deemed to own pursuant to Section 424(d) of the 

Code) stock possessing more than 10% of the total combined voting power of all classes of stock of the Company or of any of its 

Affiliates. 

  

“Total Share Reserve” has the meaning set forth in Section 4.1. 

  

3.     Administration. 

  

3.1     Authority of Committee. The Plan shall be administered by the Committee or, in the Board's sole discretion, by the 

Board. Subject to the terms of the Plan, the Committee's charter and Applicable Laws, and in addition to other express powers and 

authorization conferred by the Plan, the Committee shall have the authority: 

  

(a)     to construe and interpret the Plan and apply its provisions; 

  

(b)     to promulgate, amend, and rescind rules and regulations relating to the administration of the Plan; 

  

(c)     to authorize any person to execute, on behalf of the Company, any instrument required to carry out the purposes of 

the Plan; 

  

(d)     to delegate its authority to one or more Officers of the Company with respect to Awards that do not involve 

“insiders” within the meaning of Section 16 of the Exchange Act; 

  

(e)     to determine when Awards are to be granted under the Plan and the applicable Grant Date; 

   



  

  

(f)     from time to time to select, subject to the limitations set forth in this Plan, those eligible Award recipients to whom 

Awards shall be granted; 

  

(g)     to determine the number of shares of Common Stock to be made subject to each Award; 

  

(h)     to determine whether each Option is to be an Incentive Stock Option or a Non-qualified Stock Option; 

  

(i)     to prescribe the terms and conditions of each Award, including, without limitation, the exercise price and medium of 

payment and vesting provisions, and to specify the provisions of the Award Agreement relating to such grant; 

  

(j)     to determine the target number of Performance Shares to be granted pursuant to a Performance Share Award, the 

performance measures that will be used to establish the Performance Goals, the Performance Period(s) and the number of 

Performance Shares earned by a Participant; 

  

(k)      to amend any outstanding Awards, including for the purpose of modifying the time or manner of vesting, or the 

term of any outstanding Award; provided, however, that if any such amendment impairs a Participant's rights or increases a 

Participant's obligations under his or her Award or creates or increases a Participant's federal income tax liability with respect to an 

Award, such amendment shall also be subject to the Participant's consent; 

  

(l)     to determine the duration and purpose of leaves of absences which may be granted to a Participant without 

constituting termination of their employment for purposes of the Plan, which periods shall be no shorter than the periods generally 

applicable to Employees under the Company's employment policies; 

  

(m)     to make decisions with respect to outstanding Awards that may become necessary upon a change in corporate 

control or an event that triggers anti-dilution adjustments; 

  

(n)     to interpret, administer, reconcile any inconsistency in, correct any defect in and/or supply any omission in the Plan 

and any instrument or agreement relating to, or Award granted under, the Plan; and 

  

(o)     to exercise discretion to make any and all other determinations which it determines to be necessary or advisable for 

the administration of the Plan. 

  

The Committee also may modify the purchase price or the exercise price of any outstanding Award, provided that 

if the modification effects a repricing, shareholder approval shall be required before the repricing is effective. 

  

3.2     Committee Decisions Final. All decisions made by the Committee pursuant to the provisions of the Plan shall be final 

and binding on the Company and the Participants, unless such decisions are determined by a court having jurisdiction to be 

arbitrary and capricious. 

  

3.3     Delegation. The Committee or, if no Committee has been appointed, the Board may delegate administration of the 

Plan to a committee or committees of one or more members of the Board, and the term “Committee” shall apply to any person or 

persons to whom such authority has been delegated. The Committee shall have the power to delegate to a subcommittee any of the 

administrative powers the Committee is authorized to exercise (and references in this Plan to the Board or the Committee shall 

thereafter be to the committee or subcommittee), subject, however, to such resolutions, not inconsistent with the provisions of the 

Plan, as may be adopted from time to time by the Board. The Board may abolish the Committee at any time and revest in the 

Board the administration of the Plan. The members of the Committee shall be appointed by and serve at the pleasure of the Board. 

From time to time, the Board may increase or decrease the size of the Committee, add additional members to, remove members 

(with or without cause) from, appoint new members in substitution therefor, and fill vacancies, however caused, in the Committee. 

The Committee shall act pursuant to a vote of the majority of its members or, in the case of a Committee comprised of only two 

members, the unanimous consent of its members, whether present or not, or by the written consent of the majority of its members 

and minutes shall be kept of all of its meetings and copies thereof shall be provided to the Board. Subject to the limitations 

prescribed by the Plan and the Board, the Committee may establish and follow such rules and regulations for the conduct of its 

business as it may determine to be advisable. 

  

  



  

  

3.4     Indemnification. In addition to such other rights of indemnification as they may have as Directors or members of the 

Committee, and to the extent allowed by Applicable Laws, the Committee shall be indemnified by the Company against the 

reasonable expenses, including attorney's fees, actually incurred in connection with any action, suit or proceeding or in connection 

with any appeal therein, to which the Committee may be party by reason of any action taken or failure to act under or in 

connection with the Plan or any Award granted under the Plan, and against all amounts paid by the Committee in settlement 

thereof (provided, however, that the settlement has been approved by the Company, which approval shall not be unreasonably 

withheld) or paid by the Committee in satisfaction of a judgment in any such action, suit or proceeding, except in relation to 

matters as to which it shall be adjudged in such action, suit or proceeding that such Committee did not act in good faith and in a 

manner which such person reasonably believed to be in the best interests of the Company, or in the case of a criminal proceeding, 

had no reason to believe that the conduct complained of was unlawful; provided, however, that within 60 days after the institution 

of any such action, suit or proceeding, such Committee shall, in writing, offer the Company the opportunity at its own expense to 

handle and defend such action, suit or proceeding. 

  

4.     Shares Subject to the Plan. 

  

4.1     Subject to adjustment in accordance with Section 11, no more than 250,000 shares of Common Stock shall be 

available for the grant of Awards under the Plan (the “Total Share Reserve”). Any shares of Common Stock granted in 

connection with Options and Stock Appreciation Rights shall be counted against this limit as one (1) share for every one (1) 

Option or Stock Appreciation Right awarded. Any shares of Common Stock granted in connection with Awards other than Options 

and Stock Appreciation Rights shall be counted against this limit as two (2) shares of Common Stock for every one (1) share of 

Common Stock granted in connection with such Award. During the terms of the Awards, the Company shall keep available at all 

times the number of shares of Common Stock required to satisfy such Awards. 

  

4.2     Shares of Common Stock available for distribution under the Plan may consist, in whole or in part, of authorized and 

unissued shares, treasury shares or shares reacquired by the Company in any manner. 

  

4.3     Subject to adjustment in accordance with Section 11, no more than 250,000 shares of Common Stock may be issued 

in the aggregate pursuant to the exercise of Incentive Stock Options (the “ISO Limit”). 

  

4.4     The maximum number of shares of Common Stock subject to Awards granted during a single Fiscal Year to any 

Director, together with any cash fees paid to such Director during the Fiscal Year shall not exceed a total value of $100,000 

(calculating the value of any Awards based on the grant date fair value for financial reporting purposes). 

  

4.5     Any shares of Common Stock subject to an Award that expires or is canceled, forfeited, or terminated without 

issuance of the full number of shares of Common Stock to which the Award related will again be available for issuance under the 

Plan. [Any shares of Common Stock that again become available for future grants pursuant to this Section 4.5 shall be added back 

as one (1) share if such shares were subject to Options or Stock Appreciation Rights and as two (2) shares if such shares were 

subject to other Awards.] Notwithstanding anything to the contrary contained herein: shares subject to an Award under the Plan 

shall not again be made available for issuance or delivery under the Plan if such shares are (a) shares tendered in payment of an 

Option, (b) shares delivered or withheld by the Company to satisfy any tax withholding obligation, or (c) shares covered by a 

stock-settled Stock Appreciation Right or other Awards that were not issued upon the settlement of the Award. 

  

4.6     Awards may, in the sole discretion of the Committee, be granted under the Plan in assumption of, or in substitution 

for, outstanding awards previously granted by an entity acquired by the Company or with which the Company combines 

(“Substitute Awards”). Substitute Awards shall not be counted against the Total Share Reserve; provided, that, Substitute Awards 

issued in connection with the assumption of, or in substitution for, outstanding options intended to qualify as Incentive Stock 

Options shall be counted against the ISO limit. Subject to applicable stock exchange requirements, available shares under a 

shareholder-approved plan of an entity directly or indirectly acquired by the Company or with which the Company combines (as 

appropriately adjusted to reflect such acquisition or transaction) may be used for Awards under the Plan and shall not count toward 

the Total Share Limit. 

  

5.     Eligibility. 

  

5.1     Eligibility for Specific Awards. Incentive Stock Options may be granted only to Employees. Awards other than 

Incentive Stock Options may be granted to Employees, Consultants and Directors [and those individuals whom the Committee 

determines are reasonably expected to become Employees, Consultants and Directors following the Grant Date]. 

  

5.2     Ten Percent Shareholders. A Ten Percent Shareholder shall not be granted an Incentive Stock Option unless the 

Option Exercise Price is at least 110% of the Fair Market Value of the Common Stock on the Grant Date and the Option is not 

exercisable after the expiration of five years from the Grant Date. 

   



6.     Option Provisions. Each Option granted under the Plan shall be evidenced by an Award Agreement. Each Option so 

granted shall be subject to the conditions set forth in this Section 6, and to such other conditions not inconsistent with the Plan as 

may be reflected in the applicable Award Agreement. All Options shall be separately designated Incentive Stock Options or Non-

qualified Stock Options at the time of grant, and, if certificates are issued, a separate certificate or certificates will be issued for 

shares of Common Stock purchased on exercise of each type of Option. Notwithstanding the foregoing, the Company shall have 

no liability to any Participant or any other person if an Option designated as an Incentive Stock Option fails to qualify as such at 

any time or if an Option is determined to constitute “nonqualified deferred compensation” within the meaning of Section 409A of 

the Code and the terms of such Option do not satisfy the requirements of Section 409A of the Code. The provisions of separate 

Options need not be identical, but each Option shall include (through incorporation of provisions hereof by reference in the Option 

or otherwise) the substance of each of the following provisions: 

  

6.1     Term. Subject to the provisions of Section 5.2 regarding Ten Percent Shareholders, no Incentive Stock Option shall 

be exercisable after the expiration of 10 years from the Grant Date. The term of a Non-qualified Stock Option granted under the 

Plan shall be determined by the Committee; provided, however, no Non-qualified Stock Option shall be exercisable after the 

expiration of 10 years from the Grant Date. 

  

6.2     Exercise Price of an Incentive Stock Option. Subject to the provisions of Section 5.2 regarding Ten Percent 

Shareholders, the Option Exercise Price of each Incentive Stock Option shall be not less than 100% of the Fair Market Value of 

the Common Stock subject to the Option on the Grant Date. Notwithstanding the foregoing, an Incentive Stock Option may be 

granted with an Option Exercise Price lower than that set forth in the preceding sentence if such Option is granted pursuant to an 

assumption or substitution for another option in a manner satisfying the provisions of Section 424(a) of the Code. 

  

6.3     Exercise Price of a Non-qualified Stock Option. The Option Exercise Price of each Non-qualified Stock Option shall 

be not less than 100% of the Fair Market Value of the Common Stock subject to the Option on the Grant Date. Notwithstanding 

the foregoing, a Non-qualified Stock Option may be granted with an Option Exercise Price lower than that set forth in the 

preceding sentence if such Option is granted pursuant to an assumption or substitution for another option in a manner satisfying the 

provisions of Section 409A of the Code. 

  

6.4     Consideration. The Option Exercise Price of Common Stock acquired pursuant to an Option shall be paid, to the 

extent permitted by applicable statutes and regulations, either (a) in cash or by certified or bank check at the time the Option is 

exercised or (b) in the discretion of the Committee, upon such terms as the Committee shall approve, the Option Exercise Price 

may be paid: (i) by delivery to the Company of other Common Stock, duly endorsed for transfer to the Company, with a Fair 

Market Value on the date of delivery equal to the Option Exercise Price (or portion thereof) due for the number of shares being 

acquired, or by means of attestation whereby the Participant identifies for delivery specific shares of Common Stock that have an 

aggregate Fair Market Value on the date of attestation equal to the Option Exercise Price (or portion thereof) and receives a 

number of shares of Common Stock equal to the difference between the number of shares thereby purchased and the number of 

identified attestation shares of Common Stock (a “Stock for Stock Exchange”); (ii) a “cashless” exercise program established 

with a broker; (iii) by reduction in the number of shares of Common Stock otherwise deliverable upon exercise of such Option 

with a Fair Market Value equal to the aggregate Option Exercise Price at the time of exercise; (iv) by any combination of the 

foregoing methods; or (v) in any other form of legal consideration that may be acceptable to the Committee. Unless otherwise 

specifically provided in the Option, the exercise price of Common Stock acquired pursuant to an Option that is paid by delivery (or 

attestation) to the Company of other Common Stock acquired, directly or indirectly from the Company, shall be paid only by 

shares of the Common Stock of the Company that have been held for more than six months (or such longer or shorter period of 

time required to avoid a charge to earnings for financial accounting purposes). Notwithstanding the foregoing, during any period 

for which the Common Stock is publicly traded (i.e., the Common Stock is listed on any established stock exchange or a national 

market system) an exercise by a Director or Officer that involves or may involve a direct or indirect extension of credit or 

arrangement of an extension of credit by the Company, directly or indirectly, in violation of Section 402(a) of the Sarbanes-Oxley 

Act of 2002 shall be prohibited with respect to any Award under this Plan. 

  

6.5     Transferability of an Incentive Stock Option. An Incentive Stock Option shall not be transferable except by will or by 

the laws of descent and distribution and shall be exercisable during the lifetime of the Option Holder only by the Option Holder. 

Notwithstanding the foregoing, the Option Holder may, by delivering written notice to the Company, in a form satisfactory to the 

Company, designate a third party who, in the event of the death of the Option Holder, shall thereafter be entitled to exercise the 

Option. 

  

6.6     Transferability of a Non-qualified Stock Option. A Non-qualified Stock Option may, in the sole discretion of the 

Committee, be transferable to a Permitted Transferee, upon written approval by the Committee to the extent provided in the Award 

Agreement. If the Non-qualified Stock Option does not provide for transferability, then the Non-qualified Stock Option shall not 

be transferable except by will or by the laws of descent and distribution and shall be exercisable during the lifetime of the Option 

Holder only by the Option Holder. Notwithstanding the foregoing, the Option Holder may, by delivering written notice to the 

Company, in a form satisfactory to the Company, designate a third party who, in the event of the death of the Option Holder, shall 

thereafter be entitled to exercise the Option. 

  



  

  

6.7     Vesting of Options. Each Option may, but need not, vest and therefore become exercisable in periodic installments 

that may, but need not, be equal. The Option may be subject to such other terms and conditions on the time or times when it may 

be exercised (which may be based on performance or other criteria) as the Committee may deem appropriate. The vesting 

provisions of individual Options may vary. No Option may be exercised for a fraction of a share of Common Stock. The 

Committee may, but shall not be required to, provide for an acceleration of vesting and exercisability in the terms of any Award 

Agreement upon the occurrence of a specified event. 

  

6.8     Termination of Continuous Service. Unless otherwise provided in an Award Agreement or in an employment 

agreement the terms of which have been approved by the Committee, in the event an Option Holder's Continuous Service 

terminates (other than upon the Option Holder's death or Disability), the Option Holder may exercise his or her Option (to the 

extent that the Option Holder was entitled to exercise such Option as of the date of termination) but only within such period of 

time ending on the earlier of (a) the date three months following the termination of the Option Holder's Continuous Service or (b) 

the expiration of the term of the Option as set forth in the Award Agreement; provided that, if the termination of Continuous 

Service is by the Company for Cause, all outstanding Options (whether or not vested) shall immediately terminate and cease to be 

exercisable. If, after termination, the Option Holder does not exercise his or her Option within the time specified in the Award 

Agreement, the Option shall terminate. 

  

6.9     Extension of Termination Date. An Option Holder's Award Agreement may also provide that if the exercise of the 

Option following the termination of the Option Holder's Continuous Service for any reason would be prohibited at any time 

because the issuance of shares of Common Stock would violate the registration requirements under the Securities Act or any other 

state or federal securities law or the rules of any securities exchange or interdealer quotation system, then the Option shall 

terminate on the earlier of (a) the expiration of the term of the Option in accordance with Section 6.1 or (b) the expiration of a 

period after termination of the Participant's Continuous Service that is three months after the end of the period during which the 

exercise of the Option would be in violation of such registration or other securities law requirements. 

  

6.10     Disability of Option Holder. Unless otherwise provided in an Award Agreement, in the event that an Option 

Holder's Continuous Service terminates as a result of the Option Holder's Disability, the Option Holder may exercise his or her 

Option (to the extent that the Option Holder was entitled to exercise such Option as of the date of termination), but only within 

such period of time ending on the earlier of (a) the date 12 months following such termination or (b) the expiration of the term of 

the Option as set forth in the Award Agreement. If, after termination, the Option Holder does not exercise his or her Option within 

the time specified herein or in the Award Agreement, the Option shall terminate. 

  

6.11     Death of Option Holder. Unless otherwise provided in an Award Agreement, in the event an Option Holder's 

Continuous Service terminates as a result of the Option Holder's death, then the Option may be exercised (to the extent the Option 

Holder was entitled to exercise such Option as of the date of death) by the Option Holder's estate, by a person who acquired the 

right to exercise the Option by bequest or inheritance or by a person designated to exercise the Option upon the Option Holder's 

death, but only within the period ending on the earlier of (a) the date 12 months following the date of death or (b) the expiration of 

the term of such Option as set forth in the Award Agreement. If, after the Option Holder's death, the Option is not exercised within 

the time specified herein or in the Award Agreement, the Option shall terminate. 

  

6.12     Incentive Stock Option $100,000 Limitation. To the extent that the aggregate Fair Market Value (determined at the 

time of grant) of Common Stock with respect to which Incentive Stock Options are exercisable for the first time by any Option 

Holder during any calendar year (under all plans of the Company and its Affiliates) exceeds $100,000, the Options or portions 

thereof which exceed such limit (according to the order in which they were granted) shall be treated as Non-qualified Stock 

Options. 

  

7.     Provisions of Awards Other Than Options. 

  

7.1     Stock Appreciation Rights.   

  

(a)     General. Each Stock Appreciation Right granted under the Plan shall be evidenced by an Award Agreement. Each 

Stock Appreciation Right so granted shall be subject to the conditions set forth in this Section 7.1, and to such other conditions not 

inconsistent with the Plan as may be reflected in the applicable Award Agreement. Stock Appreciation Rights may be granted 

alone (“Free Standing Rights”) or in tandem with an Option granted under the Plan (“Related Rights”). 

  

(b)     Grant Requirements. Any Related Right that relates to a Non-qualified Stock Option may be granted at the same 

time the Option is granted or at any time thereafter but before the exercise or expiration of the Option. Any Related Right that 

relates to an Incentive Stock Option must be granted at the same time the Incentive Stock Option is granted. 

  

  



  

  

(c)     Term of Stock Appreciation Rights. The term of a Stock Appreciation Right granted under the Plan shall be 

determined by the Committee; provided, however, no Stock Appreciation Right shall be exercisable later than the tenth 

anniversary of the Grant Date. 

  

(d)     Vesting of Stock Appreciation Rights. Each Stock Appreciation Right may, but need not, vest and therefore become 

exercisable in periodic installments that may, but need not, be equal. The Stock Appreciation Right may be subject to such other 

terms and conditions on the time or times when it may be exercised as the Committee may deem appropriate. The vesting 

provisions of individual Stock Appreciation Rights may vary. No Stock Appreciation Right may be exercised for a fraction of a 

share of Common Stock. The Committee may, but shall not be required to, provide for an acceleration of vesting and exercisability 

in the terms of any Stock Appreciation Right upon the occurrence of a specified event. 

  

(e)     Exercise and Payment. Upon exercise of a Stock Appreciation Right, the holder shall be entitled to receive from the 

Company an amount equal to the number of shares of Common Stock subject to the Stock Appreciation Right that is being 

exercised multiplied by the excess of (i) the Fair Market Value of a share of Common Stock on the date the Award is exercised, 

over (ii) the exercise price specified in the Stock Appreciation Right or related Option. Payment with respect to the exercise of a 

Stock Appreciation Right shall be made on the date of exercise. Payment shall be made in the form of shares of Common Stock 

(with or without restrictions as to substantial risk of forfeiture and transferability, as determined by the Committee in its sole 

discretion), cash or a combination thereof, as determined by the Committee. 

  

(f)     Exercise Price. The exercise price of a Free Standing Right shall be determined by the Committee, but shall not be 

less than 100% of the Fair Market Value of one share of Common Stock on the Grant Date of such Stock Appreciation Right. A 

Related Right granted simultaneously with or subsequent to the grant of an Option and in conjunction therewith or in the 

alternative thereto shall have the same exercise price as the related Option, shall be transferable only upon the same terms and 

conditions as the related Option, and shall be exercisable only to the same extent as the related Option; provided, however, that a 

Stock Appreciation Right, by its terms, shall be exercisable only when the Fair Market Value per share of Common Stock subject 

to the Stock Appreciation Right and related Option exceeds the exercise price per share thereof and no Stock Appreciation Rights 

may be granted in tandem with an Option unless the Committee determines that the requirements of Section 7.1(b) are satisfied. 

  

(g)     Reduction in the Underlying Option Shares. Upon any exercise of a Related Right, the number of shares of 

Common Stock for which any related Option shall be exercisable shall be reduced by the number of shares for which the Stock 

Appreciation Right has been exercised. The number of shares of Common Stock for which a Related Right shall be exercisable 

shall be reduced upon any exercise of any related Option by the number of shares of Common Stock for which such Option has 

been exercised. 

  

7.2     Restricted Awards.   

  

(a)     General 

  

A Restricted Award is an Award of actual shares of Common Stock (“Restricted Stock”) or hypothetical 

Common Stock units (“Restricted Stock Units”) having a value equal to the Fair Market Value of an identical number of shares 

of Common Stock, which may, but need not, provide that such Restricted Award may not be sold, assigned, transferred or 

otherwise disposed of, pledged or hypothecated as collateral for a loan or as security for the performance of any obligation or for 

any other purpose for such period (the “Restricted Period”) as the Committee shall determine. Each Restricted Award granted 

under the Plan shall be evidenced by an Award Agreement. Each Restricted Award so granted shall be subject to the conditions set 

forth in this Section 7.2, and to such other conditions not inconsistent with the Plan as may be reflected in the applicable Award 

Agreement. 

  

(b)     Restricted Stock and Restricted Stock Units 

  

(i)     Each Participant granted Restricted Stock shall execute and deliver to the Company an Award Agreement with 

respect to the Restricted Stock setting forth the restrictions and other terms and conditions applicable to such Restricted Stock. If 

the Committee determines that the Restricted Stock shall be held by the Company or in escrow rather than delivered to the 

Participant pending the release of the applicable restrictions, the Committee may require the Participant to additionally execute and 

deliver to the Company (A) an escrow agreement satisfactory to the Committee, if applicable and (B) the appropriate blank stock 

power with respect to the Restricted Stock covered by such agreement. If a Participant fails to execute an agreement evidencing an 

Award of Restricted Stock and, if applicable, an escrow agreement and stock power, the Award shall be null and void. Subject to 

the restrictions set forth in the Award, the Participant generally shall have the rights and privileges of a shareholder as to such 

Restricted Stock, including the right to vote such Restricted Stock and the right to receive dividends. 

  

  



  

  

(ii)     The terms and conditions of a grant of Restricted Stock Units shall be reflected in an Award Agreement. No shares 

of Common Stock shall be issued at the time a Restricted Stock Unit is granted, and the Company will not be required to set aside 

funds for the payment of any such Award. A Participant shall have no voting rights with respect to any Restricted Stock Units 

granted hereunder. The Committee may also grant Restricted Stock Units with a deferral feature, whereby settlement is deferred 

beyond the vesting date until the occurrence of a future payment date or event set forth in an Award Agreement (“Deferred Stock 

Units”). At the discretion of the Committee, each Restricted Stock Unit or Deferred Stock Unit (representing one share of 

Common Stock) may be credited with an amount equal to the cash and stock dividends paid by the Company in respect of one 

share of Common Stock (“Dividend Equivalents”). Dividend Equivalents shall be paid currently (and in no case later than the end 

of the calendar year in which the dividend is paid to the holders of the Common Stock or, if later, the 15th day of the third month 

following the date the dividend is paid to holders of the Common Stock). 

  

(c)     Restrictions 

  

(i)     Restricted Stock awarded to a Participant shall be subject to the following restrictions until the expiration of the 

Restricted Period, and to such other terms and conditions as may be set forth in the applicable Award Agreement: (A) if an escrow 

arrangement is used, the Participant shall not be entitled to delivery of the stock certificate; (B) the shares shall be subject to the 

restrictions on transferability set forth in the Award Agreement; (C) the shares shall be subject to forfeiture to the extent provided 

in the applicable Award Agreement; and (D) to the extent such shares are forfeited, the stock certificates shall be returned to the 

Company, and all rights of the Participant to such shares and as a shareholder with respect to such shares shall terminate without 

further obligation on the part of the Company. 

  

(ii)     Restricted Stock Units and Deferred Stock Units awarded to any Participant shall be subject to (A) forfeiture until 

the expiration of the Restricted Period, and satisfaction of any applicable Performance Goals during such period, to the extent 

provided in the applicable Award Agreement, and to the extent such Restricted Stock Units or Deferred Stock Units are forfeited, 

all rights of the Participant to such Restricted Stock Units or Deferred Stock Units shall terminate without further obligation on the 

part of the Company and (B) such other terms and conditions as may be set forth in the applicable Award Agreement. 

  

(iii)     The Committee shall have the authority to remove any or all of the restrictions on the Restricted Stock, Restricted 

Stock Units and Deferred Stock Units whenever it may determine that, by reason of changes in Applicable Laws or other changes 

in circumstances arising after the date the Restricted Stock or Restricted Stock Units or Deferred Stock Units are granted, such 

action is appropriate. 

  

(d)     Restricted Period 

  

With respect to Restricted Awards, [the Restricted Period shall commence on the Grant Date and end at the time 

or times set forth on a schedule established by the Committee in the applicable Award Agreement. 

  

No Restricted Award may be granted or settled for a fraction of a share of Common Stock. The Committee may, 

but shall not be required to, provide for an acceleration of vesting in the terms of any Award Agreement upon the occurrence of a 

specified event. 

  

(e)     Delivery of Restricted Stock and Settlement of Restricted Stock Units 

  

Upon the expiration of the Restricted Period with respect to any shares of Restricted Stock, the restrictions set 

forth in Section 7.2(c) and the applicable Award Agreement shall be of no further force or effect with respect to such shares, 

except as set forth in the applicable Award Agreement. If an escrow arrangement is used, upon such expiration, the Company shall 

deliver to the Participant, or his or her beneficiary, without charge, the stock certificate evidencing the shares of Restricted Stock 

which have not then been forfeited and with respect to which the Restricted Period has expired (to the nearest full share). Upon the 

expiration of the Restricted Period with respect to any outstanding Restricted Stock Units, or at the expiration of the deferral 

period with respect to any outstanding Deferred Stock Units, the Company shall deliver to the Participant, or his or her beneficiary, 

without charge, one share of Common Stock for each such outstanding vested Restricted Stock Unit or Deferred Stock Unit 

(“Vested Unit”) [and cash equal to any Dividend Equivalents credited with respect to each such Vested Unit in accordance with 

Section 7.2(b)(ii) hereof and the interest thereon or, at the discretion of the Committee, in shares of Common Stock having a Fair 

Market Value equal to such Dividend Equivalents and the interest thereon, if any]; provided, however, that, if explicitly provided 

in the applicable Award Agreement, the Committee may, in its sole discretion, elect to pay cash or part cash and part Common 

Stock in lieu of delivering only shares of Common Stock for Vested Units. If a cash payment is made in lieu of delivering shares 

of Common Stock, the amount of such payment shall be equal to the Fair Market Value of the Common Stock as of the date on 

which the Restricted Period lapsed in the case of Restricted Stock Units, or the delivery date in the case of Deferred Stock Units, 

with respect to each Vested Unit. 

  

  



  

(f)     Stock Restrictions 

  

Each certificate representing Restricted Stock awarded under the Plan shall bear a legend in such form as the 

Company deems appropriate. 

  

7.3     Performance Share Awards.   

  

(a)     Grant of Performance Share Awards 

  

Each Performance Share Award granted under the Plan shall be evidenced by an Award Agreement. Each 

Performance Share Award so granted shall be subject to the conditions set forth in this Section 7.3, and to such other conditions 

not inconsistent with the Plan as may be reflected in the applicable Award Agreement. The Committee shall have the discretion to 

determine: (i) the number of shares of Common Stock or stock-denominated units subject to a Performance Share Award granted 

to any Participant; (ii) the Performance Period applicable to any Award; (iii) the conditions that must be satisfied for a Participant 

to earn an Award; and (iv) the other terms, conditions and restrictions of the Award. 

  

(b)     Earning Performance Share Awards 

  

The number of Performance Shares earned by a Participant will depend on the extent to which the performance 

goals established by the Committee are attained within the applicable Performance Period, as determined by the Committee. 

  

7.4     Other Equity-Based Awards and Cash Awards. The Committee may grant Other Equity-Based Awards, either alone 

or in tandem with other Awards, in such amounts and subject to such conditions as the Committee shall determine in its sole 

discretion. Each Equity-Based Award shall be evidenced by an Award Agreement and shall be subject to such conditions, not 

inconsistent with the Plan, as may be reflected in the applicable Award Agreement. The Committee may grant Cash Awards in 

such amounts and subject to such Performance Goals, other vesting conditions, and such other terms as the Committee determines 

in its discretion. Cash Awards shall be evidenced in such form as the Committee may determine. 

  

8.     Securities Law Compliance. Each Award Agreement shall provide that no shares of Common Stock shall be purchased 

or sold thereunder unless and until (a) any then applicable requirements of state or federal laws and regulatory agencies have been 

fully complied with to the satisfaction of the Company and its counsel and (b) if required to do so by the Company, the Participant 

has executed and delivered to the Company a letter of investment intent in such form and containing such provisions as the 

Committee may require. The Company shall use reasonable efforts to seek to obtain from each regulatory commission or agency 

having jurisdiction over the Plan such authority as may be required to grant Awards and to issue and sell shares of Common Stock 

upon exercise of the Awards; provided, however, that this undertaking shall not require the Company to register under the 

Securities Act the Plan, any Award or any Common Stock issued or issuable pursuant to any such Award. If, after reasonable 

efforts, the Company is unable to obtain from any such regulatory commission or agency the authority which counsel for the 

Company deems necessary for the lawful issuance and sale of Common Stock under the Plan, the Company shall be relieved from 

any liability for failure to issue and sell Common Stock upon exercise of such Awards unless and until such authority is obtained. 

  

9.     Use of Proceeds from Stock. Proceeds from the sale of Common Stock pursuant to Awards, or upon exercise thereof, 

shall constitute general funds of the Company. 

  

10.     Miscellaneous. 

  

10.1     Acceleration of Exercisability and Vesting. The Committee shall have the power to accelerate the time at which an 

Award may first be exercised or the time during which an Award or any part thereof will vest in accordance with the Plan, 

notwithstanding the provisions in the Award stating the time at which it may first be exercised or the time during which it will 

vest. 

  

10.2     Shareholder Rights. Except as provided in the Plan or an Award Agreement, no Participant shall be deemed to be 

the holder of, or to have any of the rights of a holder with respect to, any shares of Common Stock subject to such Award unless 

and until such Participant has satisfied all requirements for exercise of the Award pursuant to its terms and no adjustment shall be 

made for dividends (ordinary or extraordinary, whether in cash, securities or other property) or distributions of other rights for 

which the record date is prior to the date such Common Stock certificate is issued, except as provided in Section 11 hereof. 

  

10.3     No Employment or Other Service Rights. Nothing in the Plan or any instrument executed or Award granted 

pursuant thereto shall confer upon any Participant any right to continue to serve the Company or an Affiliate in the capacity in 

effect at the time the Award was granted or shall affect the right of the Company or an Affiliate to terminate (a) the employment of 

an Employee with or without notice and with or without Cause or (b) the service of a Director pursuant to the By-laws of the 

Company or an Affiliate, and any applicable provisions of the corporate law of the state in which the Company or the Affiliate is 

incorporated, as the case may be.  



  

10.4     Transfer; Approved Leave of Absence. For purposes of the Plan, no termination of employment by an Employee 

shall be deemed to result from either (a) a transfer of employment to the Company from an Affiliate or from the Company to an 

Affiliate, or from one Affiliate to another, or (b) an approved leave of absence for military service or sickness, or for any other 

purpose approved by the Company, if the Employee's right to reemployment is guaranteed either by a statute or by contract or 

under the policy pursuant to which the leave of absence was granted or if the Committee otherwise so provides in writing, in either 

case, except to the extent inconsistent with Section 409A of the Code if the applicable Award is subject thereto. 

  

10.5     Withholding Obligations. To the extent provided by the terms of an Award Agreement and subject to the discretion 

of the Committee, the Participant may satisfy any federal, state or local tax withholding obligation relating to the exercise or 

acquisition of Common Stock under an Award by any of the following means (in addition to the Company's right to withhold from 

any compensation paid to the Participant by the Company) or by a combination of such means: (a) tendering a cash payment; (b) 

authorizing the Company to withhold shares of Common Stock from the shares of Common Stock otherwise issuable to the 

Participant as a result of the exercise or acquisition of Common Stock under the Award, provided, however, that no shares of 

Common Stock are withheld with a value exceeding the maximum amount of tax required to be withheld by law; or (c) delivering 

to the Company previously owned and unencumbered shares of Common Stock of the Company. 

  

11.     Adjustments Upon Changes in Stock. In the event of changes in the outstanding Common Stock or in the capital 

structure of the Company by reason of any stock or extraordinary cash dividend, stock split, reverse stock split, an extraordinary 

corporate transaction such as any recapitalization, reorganization, merger, consolidation, combination, exchange, or other relevant 

change in capitalization occurring after the Grant Date of any Award, Awards granted under the Plan and any Award Agreements, 

the exercise price of Options and Stock Appreciation Rights, the Performance Goals to which Performance Share Awards and 

Cash Awards are subject, the maximum number of shares of Common Stock subject to all Awards stated in Section 4 will be 

equitably adjusted or substituted, as to the number, price or kind of a share of Common Stock or other consideration subject to 

such Awards to the extent necessary to preserve the economic intent of such Award. In the case of adjustments made pursuant to 

this Section 11, unless the Committee specifically determines that such adjustment is in the best interests of the Company or its 

Affiliates, the Committee shall, in the case of Incentive Stock Options, ensure that any adjustments under this Section 11 will not 

constitute a modification, extension or renewal of the Incentive Stock Options within the meaning of Section 424(h)(3) of the Code 

and in the case of Non-qualified Stock Options, ensure that any adjustments under this Section 11 will not constitute a 

modification of such Non-qualified Stock Options within the meaning of Section 409A of the Code. Any adjustments made under 

this Section 11 shall be made in a manner which does not adversely affect the exemption provided pursuant to Rule 16b-3 under 

the Exchange Act. The Company shall give each Participant notice of an adjustment hereunder and, upon notice, such adjustment 

shall be conclusive and binding for all purposes. 

  

12.     Effect of Change in Control. 

  

12.1     Unless otherwise provided in an Award Agreement, notwithstanding any provision of the Plan to the contrary: 

  

(a)     In the event of a Change in Control, all outstanding Options and Stock Appreciation Rights shall become 

immediately exercisable with respect to 100% of the shares subject to such Options or Stock Appreciation Rights, and/or the 

Restricted Period shall expire immediately with respect to 100% of the outstanding shares of Restricted Stock or Restricted Stock 

Units. 

  

(b)     With respect to Performance Share Awards and Cash Awards, in the event of a Change in Control, all incomplete 

Performance Periods in respect of such Awards in effect on the date the Change in Control occurs shall end on the date of such 

change and the Committee shall (i) determine the extent to which Performance Goals with respect to each such Performance 

Period have been met based upon such audited or unaudited financial information then available as it deems relevant and (ii) cause 

to be paid to the applicable Participant partial or full Awards with respect to Performance Goals for each such Performance Period 

based upon the Committee's determination of the degree of attainment of Performance Goals or, if not determinable, assuming that 

the applicable “target” levels of performance have been attained, or on such other basis determined by the Committee. 

  

To the extent practicable, any actions taken by the Committee under the immediately preceding clauses (a) and (b) 

shall occur in a manner and at a time which allows affected Participants the ability to participate in the Change in Control with 

respect to the shares of Common Stock subject to their Awards. 

  

12.2     In addition, in the event of a Change in Control, the Committee may in its discretion and upon at least 10 days' 

advance notice to the affected persons, cancel any outstanding Awards and pay to the holders thereof, in cash or stock, or any 

combination thereof, the value of such Awards based upon the price per share of Common Stock received or to be received by 

other shareholders of the Company in the event. In the case of any Option or Stock Appreciation Right with an exercise price (or 

SAR Exercise Price in the case of a Stock Appreciation Right) that equals or exceeds the price paid for a share of Common Stock 

in connection with the Change in Control, the Committee may cancel the Option or Stock Appreciation Right without the payment 

of consideration therefor. 

   



  

12.3     The obligations of the Company under the Plan shall be binding upon any successor corporation or organization 

resulting from the merger, consolidation or other reorganization of the Company, or upon any successor corporation or 

organization succeeding to all or substantially all of the assets and business of the Company and its Affiliates, taken as a whole. 

  

13.     Amendment of the Plan and Awards. 

  

13.1     Amendment of Plan. The Board at any time, and from time to time, may amend or terminate the Plan. However, 

except as provided in Section 11 relating to adjustments upon changes in Common Stock and Section 13.3, no amendment shall be 

effective unless approved by the shareholders of the Company to the extent shareholder approval is necessary to satisfy any 

Applicable Laws. At the time of such amendment, the Board shall determine, upon advice from counsel, whether such amendment 

will be contingent on shareholder approval. 

  

13.2     Shareholder Approval. The Board may, in its sole discretion, submit any other amendment to the Plan for 

shareholder approval. 

  

13.3     Contemplated Amendments. It is expressly contemplated that the Board may amend the Plan in any respect the 

Board deems necessary or advisable to provide eligible Employees, Consultants and Directors with the maximum benefits 

provided or to be provided under the provisions of the Code and the regulations promulgated thereunder relating to Incentive Stock 

Options or to the nonqualified deferred compensation provisions of Section 409A of the Code and/or to bring the Plan and/or 

Awards granted under it into compliance therewith. 

  

13.4     No Impairment of Rights. Rights under any Award granted before amendment of the Plan shall not be impaired by 

any amendment of the Plan unless (a) the Company requests the consent of the Participant and (b) the Participant consents in 

writing. 

  

13.5     Amendment of Awards. The Committee at any time, and from time to time, may amend the terms of any one or 

more Awards; provided, however, that the Committee may not affect any amendment which would otherwise constitute an 

impairment of the rights under any Award unless (a) the Company requests the consent of the Participant and (b) the Participant 

consents in writing. 

  

14.     General Provisions. 

  

14.1     Forfeiture Events. The Committee may specify in an Award Agreement that the Participant's rights, payments and 

benefits with respect to an Award shall be subject to reduction, cancellation, forfeiture or recoupment upon the occurrence of 

certain events, in addition to applicable vesting conditions of an Award. Such events may include, without limitation, breach of 

non-competition, non-solicitation, confidentiality, or other restrictive covenants that are contained in the Award Agreement or 

otherwise applicable to the Participant, a termination of the Participant's Continuous Service for Cause, or other conduct by the 

Participant that is detrimental to the business or reputation of the Company and/or its Affiliates. 

  

14.2     Other Compensation Arrangements. Nothing contained in this Plan shall prevent the Board from adopting other or 

additional compensation arrangements, subject to shareholder approval if such approval is required; and such arrangements may be 

either generally applicable or applicable only in specific cases. 

  

14.3     Sub-Plans. The Committee may from time to time establish sub-plans under the Plan for purposes of satisfying 

securities, tax or other laws of various jurisdictions in which the Company intends to grant Awards. Any sub-plans shall contain 

such limitations and other terms and conditions as the Committee determines are necessary or desirable. All sub-plans shall be 

deemed a part of the Plan, but each sub-plan shall apply only to the Participants in the jurisdiction for which the sub-plan was 

designed. 

  

14.4     Unfunded Plan. The Plan shall be unfunded. Neither the Company, the Board nor the Committee shall be required 

to establish any special or separate fund or to segregate any assets to assure the performance of its obligations under the Plan. 

  

14.5     Recapitalizations. Each Award Agreement shall contain provisions required to reflect the provisions of Section 11. 

  

14.6     Delivery. Upon exercise of a right granted under this Plan, the Company shall issue Common Stock or pay any 

amounts due within a reasonable period of time thereafter. Subject to any statutory or regulatory obligations the Company may 

otherwise have, for purposes of this Plan, 30 days shall be considered a reasonable period of time. 

  

14.7     No Fractional Shares. No fractional shares of Common Stock shall be issued or delivered pursuant to the Plan. The 

Committee shall determine whether cash, additional Awards or other securities or property shall be issued or paid in lieu of 

fractional shares of Common Stock or whether any fractional shares should be rounded, forfeited or otherwise eliminated.   

  



14.8     Other Provisions. The Award Agreements authorized under the Plan may contain such other provisions not 

inconsistent with this Plan, including, without limitation, restrictions upon the exercise of Awards, as the Committee may deem 

advisable. 

  

14.9     Section 409A. The Plan is intended to comply with Section 409A of the Code to the extent subject thereto, and, 

accordingly, to the maximum extent permitted, the Plan shall be interpreted and administered to be in compliance therewith. Any 

payments described in the Plan that are due within the “short-term deferral period” as defined in Section 409A of the Code shall 

not be treated as deferred compensation unless Applicable Laws require otherwise. Notwithstanding anything to the contrary in the 

Plan, to the extent required to avoid accelerated taxation and tax penalties under Section 409A of the Code, amounts that would 

otherwise be payable and benefits that would otherwise be provided pursuant to the Plan during the six (6) month period 

immediately following the Participant's termination of Continuous Service shall instead be paid on the first payroll date after the 

six-month anniversary of the Participant's separation from service (or the Participant's death, if earlier). Notwithstanding the 

foregoing, neither the Company nor the Committee shall have any obligation to take any action to prevent the assessment of any 

additional tax or penalty on any Participant under Section 409A of the Code and neither the Company nor the Committee will have 

any liability to any Participant for such tax or penalty. 

  

14.10     Disqualifying Dispositions. Any Participant who shall make a “disposition” (as defined in Section 424 of the 

Code) of all or any portion of shares of Common Stock acquired upon exercise of an Incentive Stock Option within two years from 

the Grant Date of such Incentive Stock Option or within one year after the issuance of the shares of Common Stock acquired upon 

exercise of such Incentive Stock Option (a “Disqualifying Disposition”) shall be required to immediately advise the Company in 

writing as to the occurrence of the sale and the price realized upon the sale of such shares of Common Stock. 

  

14.11     Section 16. It is the intent of the Company that the Plan satisfy, and be interpreted in a manner that satisfies, the 

applicable requirements of Rule 16b-3 as promulgated under Section 16 of the Exchange Act so that Participants will be entitled to 

the benefit of Rule 16b-3, or any other rule promulgated under Section 16 of the Exchange Act, and will not be subject to short-

swing liability under Section 16 of the Exchange Act. Accordingly, if the operation of any provision of the Plan would conflict 

with the intent expressed in this Section 14.13, such provision to the extent possible shall be interpreted and/or deemed amended 

so as to avoid such conflict. 

  

14.12     Beneficiary Designation. Each Participant under the Plan may from time to time name any beneficiary or 

beneficiaries by whom any right under the Plan is to be exercised in case of such Participant's death. Each designation will revoke 

all prior designations by the same Participant, shall be in a form reasonably prescribed by the Committee and shall be effective 

only when filed by the Participant in writing with the Company during the Participant's lifetime. 

  

14.13     Expenses. The costs of administering the Plan shall be paid by the Company. 

  

14.14     Severability. If any of the provisions of the Plan or any Award Agreement is held to be invalid, illegal or 

unenforceable, whether in whole or in part, such provision shall be deemed modified to the extent, but only to the extent, of such 

invalidity, illegality or unenforceability and the remaining provisions shall not be affected thereby. 

  

14.15     Plan Headings. The headings in the Plan are for purposes of convenience only and are not intended to define or 

limit the construction of the provisions hereof. 

  

14.16     Non-Uniform Treatment. The Committee's determinations under the Plan need not be uniform and may be made 

by it selectively among persons who are eligible to receive, or actually receive, Awards. Without limiting the generality of the 

foregoing, the Committee shall be entitled to make non-uniform and selective determinations, amendments and adjustments, and to 

enter into non-uniform and selective Award Agreements. 

  

15.     Effective Date of Plan. The Plan shall become effective as of the Effective Date[, but no Award shall be exercised (or, 

in the case of a stock Award, shall be granted) unless and until the Plan has been approved by the shareholders of the Company, 

which approval shall be within twelve (12) months before or after the date the Plan is adopted by the Board.] 

  

16.     Termination or Suspension of the Plan. The Plan shall terminate automatically on [DATE]. No Award shall be granted 

pursuant to the Plan after such date, but Awards theretofore granted may extend beyond that date. The Board may suspend or 

terminate the Plan at any earlier date pursuant to Section 13.1 hereof. No Awards may be granted under the Plan while the Plan is 

suspended or after it is terminated. 

  

17.     Choice of Law. The law of the State of [STATE] shall govern all questions concerning the construction, validity and 

interpretation of this Plan, without regard to such state's conflict of law rules. 

  

As adopted by the Board of Directors of Royale Energy, Inc. on October 12, 2018. 

  

As approved by the shareholders of Royale Energy, Inc. on [DATE]. 



  

Exhibit B 

Royale Energy, Inc. 

2019 Equity Incentive Plan 

  

1.     Purpose; Eligibility. 

  

1.1     General Purpose. The name of this plan is the Royale Energy, Inc., 2019 Stock Option Plan (the “Plan”). The 

purposes of the Plan are to (a) enable Royale Energy, Inc., a Delaware corporation (the “Company”), to attract and retain the types 

of Employees and Directors who will contribute to the Company’s long range success; (b) provide incentives that align the 

interests of Employees and Directors with those of the stockholders of the Company; and (c) promote the success of the 

Company’s business. 

  

1.2     Eligible Award Recipients. The persons eligible to receive Awards are the Employees and Directors of the 

Company and its Affiliates. 

  

1.3     Available Awards. Awards that may be granted under the Plan include: (a) Incentive Stock Options, and (b) Non-

qualified Stock Options. 

  

2.     Definitions. 

  

“Affiliate” means a corporation or other entity that, directly or through one or more intermediaries, controls, is controlled by 

or is under common control with, the Company. 

  

“Applicable Laws” means the requirements related to or implicated by the administration of the Plan under applicable state 

corporate law, United States federal and state securities laws, the Code, and the applicable laws of any foreign country or 

jurisdiction where Awards are granted under the Plan. 

  

“Award” means an Incentive Stock Option or a Non-qualified Stock Option granted under the Plan. 

  

“Award Agreement” means a written agreement, contract, certificate or other instrument or document evidencing the terms 

and conditions of an individual Award granted under the Plan which may, in the discretion of the Company, be transmitted 

electronically to any Participant. Each Award Agreement shall be subject to the terms and conditions of the Plan. The Committee 

may, as a condition of any Award, require the Participant to execute an Award Agreement, signifying the Participant’s agreement 

to all of the terms and conditions of the Award. 

  

“Board” means the Board of Directors of the Company, as constituted at any time. 

  

“Code” means the Internal Revenue Code of 1986, as amended from time to time. Any reference to a section of the Code shall 

be deemed to include a reference to any regulations promulgated thereunder. 

  

“Committee” means the Compensation Committee of the Board. If no Compensation Committee is appointed by the Board, 

references in the Plan to the Committee are deemed to refer to the Board. 

  

“Common Stock” means the common stock, $.001 par value per share, of the Company. 

  

“Company” means Royale Energy, Inc., a Delaware corporation, and any successor thereto. 

  

“Continuous Service” means that the Participant’s service with the Company or an Affiliate, whether as an Employee or 

Director, is not interrupted or terminated. The Participant’s Continuous Service shall not be deemed to have terminated merely 

because of a change in the capacity in which the Participant renders service to the Company or an Affiliate as an Employee or 

Director, or a change in the entity for which the Participant renders such service, provided that there is no interruption or 

termination of the Participant’s Continuous Service. For example, a change in status from an Employee of the Company to a 

Director of an Affiliate will not constitute an interruption of Continuous Service. The Committee or its delegate, in its sole 

discretion, may determine whether Continuous Service shall be considered interrupted in the case of any leave of absence 

approved by the Company, including sick leave, military leave, or any other personal or family leave of absence. 

  

“Director” means a member of the Board. 

  

  

  



“Disability” means that the Participant is unable to engage in any substantial gainful activity by reason of any medically 

determinable physical or mental impairment; provided, however, that for purposes of determining the term of an Incentive Stock 

Option pursuant to Section 6.8 hereof, the term Disability shall have the meaning ascribed to it under Section 22(e)(3) of the Code. 

The determination of whether an individual has a Disability shall be determined under procedures established by the Committee. 

Except in situations where the Committee is determining Disability for purposes of the term of an Incentive Stock Option pursuant 

to Section 6.8 hereof within the meaning of Section 22(e)(3) of the Code, the Committee may rely on any determination that a 

Participant is disabled for purposes of benefits under any long-term disability plan maintained by the Company or any Affiliate in 

which the Participant participates. 

  

“Disqualifying Disposition” has the meaning set forth in Section 12.6. 

  

“Effective Date” shall mean the date as of which this Plan is adopted by the Board, provided that it is approved by the 

Company’s stockholders within 12 months before or after such date. 

  

“Employee” means any executive officer or other key employee of the Company or an Affiliate; provided, that, for purposes 

of determining eligibility to receive Incentive Stock Options, an Employee shall mean an executive officer or other key employee 

of the Company or a parent or subsidiary corporation within the meaning of Section 424 of the Code. 

  

“Exchange Act” means the Securities Exchange Act of 1934, as amended, and any successor thereto. 

  

“Fair Market Value” means, on a given date, (i) if there is a public market for the shares of Common Stock on such date, the 

closing price of the shares as reported on such date on the principal national securities exchange on which the shares are listed or, 

if no sales of shares have been reported on any national securities exchange, then the immediately preceding date on which sales of 

the shares have been so reported or quoted, and (ii) if there is no public market for the shares of Common Stock on such date, then 

the fair market value shall be determined by the Committee in good faith after taking into consideration all factors which it deems 

appropriate, including, without limitation, Sections 409A and 422 of the Code. 

  

“Grant Date” means the date on which the Committee adopts a resolution, or takes other appropriate action, expressly 

granting an Award to a Participant that specifies the key terms and conditions of the Award or, if a later date is set forth in such 

resolution or action, then such date as is set forth in such resolution or action. 

  

“Incentive Stock Option” means an Option intended to qualify as an incentive stock option within the meaning of Section 

422 of the Code. 

  

“Non-qualified Stock Option” means an Option that by its terms does not qualify or is not intended to qualify as an Incentive 

Stock Option. 

  

“Option” means an Incentive Stock Option or a Non-qualified Stock Option granted pursuant to the Plan. 

  

“Optionholder” means a person to whom an Option is granted pursuant to the Plan or, if applicable, such other person who 

holds an outstanding Option. 

  

“Option Exercise Price” means the price at which a share of Common Stock may be purchased upon the exercise of an 

Option. 

  

“Participant” means an eligible person to whom an Award is granted pursuant to the Plan or, if applicable, such other person 

who holds an outstanding Award. 

  

“Permitted Transferee” means: (a) a member of the Optionholder’s immediate family (child, stepchild, grandchild, parent, 

stepparent, grandparent, spouse, former spouse, sibling, niece, nephew, mother-in-law, father-in-law, son-in-law, daughter-in-law, 

brother-in-law, or sister-in-law, including adoptive relationships), any person sharing the Optionholder’s household (other than a 

tenant or employee), a trust in which these persons have more than 50% of the beneficial interest, a foundation in which these 

persons (or the Optionholder) control the management of assets, and any other entity in which these persons (or the Optionholder) 

own more than 50% of the voting interests; or (b) such other transferees as may be permitted by the Committee in its sole 

discretion. 

  

“Person” means any individual, entity or group (within the meaning of Section 13(d)(3) or 14(d)(2) of the Exchange Act).  

  

“Plan” means this Royale Energy, Inc., 2019 Stock Option Plan, as amended and restated from time to time. 

  

“Ten Percent Shareholder” means a person who owns (or is deemed to own pursuant to Section 424(d) of the Code) stock 

possessing more than 10% of the total combined voting power of all classes of stock of the Company or of any of its Affiliates. 

  



  

  

3.     Administration. 

  

3.1     Authority of Committee. The Plan shall be administered by the Committee or, in the Board’s sole discretion, by the 

Board. Subject to the terms of the Plan, the Committee’s charter and Applicable Laws, and in addition to other express powers and 

authorization conferred by the Plan, the Committee, or the Board, if the Board administers the Plan, shall have the authority: 

  

(a)     to construe and interpret the Plan and apply its provisions; 

  

(b)     to promulgate, amend, and rescind rules and regulations relating to the administration of the Plan; 

  

(c)     to authorize any person to execute, on behalf of the Company, any instrument required to carry out the 

purposes of the Plan; 

  

(d)     to determine when Awards are to be granted under the Plan and the applicable Grant Date; 

  

(e)     from time to time to select, subject to the limitations set forth in the Plan, those Participants to whom 

Awards shall be granted; 

  

(f)     to determine the number of shares of Common Stock to be made subject to each Award; 

  

(g)     to determine whether each Option is to be an Incentive Stock Option or a Non-qualified Stock Option; 

  

(h)     to prescribe the terms and conditions of each Award, including the exercise price and medium of payment 

and vesting provisions, and to specify the provisions of the Award Agreement relating to such grant; 

  

(i)     to amend any outstanding Awards, including for the purpose of modifying the time or manner of vesting, or 

the term of any outstanding Award; provided, however, that if any such amendment impairs a Participant’s rights or increases a 

Participant’s obligations under his or her Award or creates or increases a Participant’s federal income tax liability with respect to 

an Award, such amendment shall also be subject to the Participant’s consent; 

  

(j)     to determine the duration and purpose of leaves of absence that may be granted to a Participant without 

constituting termination of his or her employment for purposes of the Plan, which periods shall be no shorter than the periods 

generally applicable to Employees under the Company’s employment policies; 

  

(k)     to make decisions with respect to outstanding Awards that may become necessary upon a change in 

corporate control or an event that triggers anti-dilution adjustments; 

  

(l)     to interpret, administer, reconcile any inconsistency in, correct any defect in or supply any omission in the 

Plan and any instrument or agreement relating to, or Award granted under, the Plan; and 

  

(m)     to exercise discretion to make any and all other determinations that it determines to be necessary or 

advisable for the administration of the Plan. 

  

3.2     Acquisitions and Other Transactions. The Committee may, from time to time, assume outstanding awards granted 

by another entity, whether in connection with an acquisition of such other entity or otherwise, by either (i) granting an Award 

under the Plan in replacement of or in substitution for the award assumed by the Company, or (ii) treating the assumed award as if 

it had been granted under the Plan if the terms of such assumed award could be applied to an Award granted under the Plan. Such 

assumed award shall be permissible if the holder of the assumed award would have been eligible to be granted an Award 

hereunder if the other entity had applied the rules of this Plan to such grant. The Committee may also grant Awards under the Plan 

in settlement of or in substitution for outstanding awards or obligations to grant future awards in connection with the Company or 

an Affiliate acquiring another entity, an interest in another entity, or an additional interest in an Affiliate, whether by merger, stock 

purchase, asset purchase, or other form of transaction. 

  

3.3     Committee Decisions Final. All decisions made by the Committee pursuant to the provisions of the Plan shall be 

final and binding on the Company and the Participants, unless such decisions are determined by a court having jurisdiction to be 

arbitrary and capricious. 

  

  



  

  

3.4     Delegation. The Committee, or if no Committee has been appointed, the Board, may delegate administration of the 

Plan to a committee or committees of one or more members of the Board, and the term “Committee” shall apply to any person or 

persons to whom such authority has been delegated. The Committee shall have the power to delegate to a subcommittee any of the 

administrative powers the Committee is authorized to exercise (and references in this Plan to the Board or the Committee shall 

thereafter be to the committee or subcommittee), subject, however, to such resolutions, not inconsistent with the provisions of the 

Plan, as may be adopted from time to time by the Board. The Board may abolish the Committee at any time and revest in the 

Board the administration of the Plan. The members of the Committee shall be appointed by and serve at the pleasure of the Board. 

From time to time, the Board may increase or decrease the size of the Committee, add additional members to, remove members 

(with or without cause) from, appoint new members in substitution therefor, and fill vacancies, however caused, in the Committee. 

The Committee shall act pursuant to a vote of the majority of its members or, in the case of a Committee comprised of only two 

members, the unanimous consent of its members, whether present or not, or by the written consent of the majority of its members, 

and minutes shall be kept of all of its meetings, and copies thereof shall be provided to the Board. Subject to the limitations 

prescribed by the Plan and the Board, the Committee may establish and follow such rules and regulations for the conduct of its 

business as it may determine to be advisable. 

  

3.5     Committee Composition. Except as otherwise determined by the Board, the Committee shall consist solely of two 

or more Directors appointed to the Committee from time to time by the Board. 

  

3.6     Indemnification. In addition to such other rights of indemnification as they may have as Directors or members of 

the Committee, and to the extent allowed by Applicable Laws, the members of the Committee shall be indemnified by the 

Company against the reasonable expenses, including attorney’s fees, actually incurred in connection with any action, suit, or 

proceeding, or in connection with any appeal therein, to which any member of the Committee may be party by reason of any action 

taken or failure to act under or in connection with the Plan or any Award granted under the Plan, and against all amounts paid by 

any member of the Committee in settlement thereof (provided, however, that the settlement has been approved by the Company, 

which approval shall not be unreasonably withheld) or paid by the member of the Committee in satisfaction of a judgment in any 

such action, suit, or proceeding, except in relation to matters as to which it shall be adjudged in such action, suit, or proceeding that 

such Committee member did not act in good faith and in a manner that such person reasonably believed to be in the best interests 

of the Company, or in the case of a criminal proceeding, had no reason to believe that the conduct complained of was unlawful; 

provided, however, that within 60 days after institution of any such action, suit, or proceeding, such Committee member shall, in 

writing, offer the Company the opportunity at its own expense to handle and defend such action, suit, or proceeding. 

  

4.     Shares Subject to the Plan. 

  

4.1     Subject to adjustment in accordance with Section 10, a total of 4,000,000 shares of Common Stock shall be 

available for the grant of Awards under the Plan, all of which may be granted as Incentive Stock Options. During the terms of the 

Awards, the Company shall keep available at all times the number of shares of Common Stock required to satisfy such Awards. 

  

4.2     Shares of Common Stock available for distribution under the Plan may consist, in whole or in part, of authorized 

and unissued shares or treasury shares. 

  

4.3     Any shares of Common Stock subject to an Award that is canceled, forfeited, or expires before exercise or 

realization, either in full or in part, and any shares tendered in payment of an Option, shall again become available for issuance 

under the Plan. Shares subject to an Award under the Plan shall not again be made available for issuance or delivery under the Plan 

if such shares are delivered or withheld by the Company to satisfy any tax withholding obligation. 

  

4.4     If the Committee authorizes the assumption of awards pursuant to Section 3.2 hereof, the assumption will reduce 

the number of shares available for issuance under the Plan in the same manner as if the assumed awards had been granted under 

the Plan. 

  

5.     Eligibility. 

  

5.1     Eligibility for Specific Awards. Incentive Stock Options may be granted only to Employees. Non-qualified Stock 

Options may be granted to Employees and Directors. 

  

5.2     Ten Percent Shareholders. A Ten Percent Shareholder shall not be granted an Incentive Stock Option unless the 

Option Exercise Price is at least 110% of the Fair Market Value of the Common Stock at the Grant Date and the Option is not 

exercisable after the expiration of five years from the Grant Date. 

  

  

  



6.     Option Provisions. Each Option granted under the Plan shall be evidenced by an Award Agreement. Each Option so granted 

shall be subject to the conditions set forth in this Section 6, and to such other conditions not inconsistent with the Plan as may be 

reflected in the applicable Award Agreement. All Options shall be separately designated Incentive Stock Options or Non-qualified 

Stock Options at the time of grant, and, if certificates are issued, a separate certificate will be issued for shares of Common Stock 

purchased on exercise of each type of Option. Notwithstanding the foregoing, the Company shall have no liability to any 

Participant or any other person if an Option designated as an Incentive Stock Option fails to qualify as such at any time or if an 

Option is determined to constitute “nonqualified deferred compensation” within the meaning of Section 409A of the Code, and the 

terms of such Option do not satisfy the requirements of Section 409A of the Code. The provisions of separate Options need not be 

identical, but each Option shall include (through incorporation of provisions hereof by reference in the Option or otherwise) the 

substance of each of the following provisions: 

  

6.1     Term. Subject to the provisions of Section 5.2 regarding Ten Percent Shareholders, no Option shall be exercisable 

after the expiration of five years from the Grant Date. 

  

6.2     Exercise Price of Option. Subject to the provisions of Section 5.2 regarding Ten Percent Shareholders, the Option 

Exercise Price of each Option shall be not less than 100% of the Fair Market Value of the Common Stock subject to the Option on 

the Grant Date. Notwithstanding the foregoing, an Option may be granted with an Option Exercise Price lower than that set forth 

in the preceding sentence if such Option is granted pursuant to an assumption or substitution for another option in a manner 

satisfying the provisions of Section 424(a) and 409A of the Code as applicable. 

  

6.3     Method of Exercise. The Option Exercise Price shall be paid, to the extent permitted by Applicable Laws, either (a) 

in cash or by certified or bank check at the time the Option is exercised or (b) in the discretion of the Committee, upon such terms 

as the Committee shall approve: (i) by delivery to the Company of other shares of Common Stock, duly endorsed for transfer to 

the Company, with a Fair Market Value on the date of delivery equal to the Option Exercise Price (or portion thereof) due for the 

number of shares being acquired; (ii) by a “net exercise” procedure effected by withholding the minimum number of shares of 

Common Stock otherwise issuable in respect of an Option that are needed to pay the Option Exercise Price; (iii) by any 

combination of the foregoing methods; or (iv) in any other form of legal consideration that may be acceptable to the Committee. 

  

6.4     Transferability of An Incentive Stock Option. An Incentive Stock Option shall not be transferable except by will or 

by the laws of descent and distribution and shall be exercisable during the lifetime of the Optionholder only by the Optionholder. 

Notwithstanding the foregoing, the Optionholder may, by delivering written notice to the Company, in a form satisfactory to the 

Company, designate a third party who, in the event of the death of the Optionholder, shall thereafter be entitled to exercise the 

Option. 

  

6.5     Transferability of a Non-qualified Stock Option. A Non-qualified Stock Option may, in the sole discretion of the 

Committee, be transferable to a Permitted Transferee, upon written approval by the Committee to the extent provided in the Award 

Agreement. If the Non-qualified Stock Option does not provide for transferability, then the Non-qualified Stock Option shall not 

be transferable except by will or by the laws of descent and distribution and shall be exercisable during the lifetime of the 

Optionholder only by the Optionholder. Notwithstanding the foregoing, the Optionholder may, by delivering written notice to the 

Company, in a form satisfactory to the Company, designate a third party who, in the event of the death of the Optionholder, shall 

thereafter be entitled to exercise the Option. 

  

6.6     Vesting of Options. Each Option shall become vested and therefore exercisable at the discretion of the 

Compensation Committee. No Option may be exercised for a fraction of a share of Common Stock. The Committee may, but shall 

not be required to, provide for an acceleration of vesting and exercisability in the terms of any Award Agreement upon the 

occurrence of a specified event. 

  

6.7     Termination of Continuous Service. Unless otherwise provided in an Award Agreement or in an employment 

agreement the terms of which have been approved by the Committee, in the event an Optionholder’s Continuous Service 

terminates (other than upon the Optionholder’s death or Disability), the Optionholder may exercise his or her Option (to the extent 

that the Optionholder was entitled to exercise such Option as of the date of termination) but only within such period of time ending 

on the earlier of (a) the date three months following the termination of the Optionholder’s Continuous Service or (b) the expiration 

of the term of the Option as set forth in the Award Agreement. If, after termination, the Optionholder does not exercise his or her 

Option within the time specified herein or in the Award Agreement, the Option shall terminate. 

  

6.8     Disability of Optionholder. Unless otherwise provided in an Award Agreement, if an Optionholder’s Continuous 

Service terminates as a result of the Optionholder’s Disability, the Optionholder may exercise his or her Option (to the extent that 

the Optionholder was entitled to exercise such Option as of the date of termination), but only within such period of time ending on 

the earlier of (a) the date 12 months following such termination or (b) the expiration of the term of the Option as set forth in the 

Award Agreement. If, after termination, the Optionholder does not exercise his or her Option within the time specified herein or in 

the Award Agreement, the Option shall terminate. 

  

  



  

  

6.9     Death of Optionholder. Unless otherwise provided in an Award Agreement, if an Optionholder’s Continuous 

Service terminates as a result of the Optionholder’s death, then the Option may be exercised (to the extent the Optionholder was 

entitled to exercise such Option as of the date of death) by the Optionholder’s estate, by a person who acquired the right to exercise 

the Option by bequest or inheritance, or by a person designated to exercise the Option upon the Optionholder’s death, but only 

within the period ending on the earlier of (a) the date 12 months following the date of death or (b) the expiration of the term of 

such Option. If, after the Optionholder’s death, the Option is not exercised within the time specified herein or in the Award 

Agreement, the Option shall terminate. 

  

6.10     Incentive Stock Option $100,000 Limitation. To the extent that the aggregate Fair Market Value (determined at 

the time of grant) of Common Stock with respect to which Incentive Stock Options are exercisable for the first time by any 

Optionholder during any calendar year (under all plans of the Company and its Affiliates) exceeds $100,000, the Options or 

portions thereof which exceed such limit (according to the order in which they were granted) shall be treated as Non-qualified 

Stock Options. 

  

7.     Securities Law Compliance. 

  

7.1     Securities Registration. No Awards shall be granted under the Plan and no shares of Common Stock shall be issued 

and delivered upon the exercise of Options granted under the Plan unless and until the Company and the Participant have complied 

with all applicable federal and state registration, listing and qualification requirements and all other requirements of law or of any 

regulatory agencies having jurisdiction. 

  

7.2     Representations; Legends. The Committee may, as a condition to the grant of any Award or the exercise of any 

Option under the Plan, require a Participant to (i) represent in writing that the shares of Common Stock received in connection 

with such Award are being acquired for investment and not with a view to distribution and (ii) make such other representations and 

warranties as are deemed appropriate by counsel to the Company. Each certificate representing shares of Common Stock acquired 

under the Plan shall bear a legend in such form as the Company deems appropriate. 

  

8.     Use of Proceeds from Stock. Proceeds from the sale of Common Stock pursuant to Awards, or upon exercise thereof, shall 

constitute general funds of the Company. 

  

9.     Miscellaneous. 

  

9.1     Acceleration of Exercisability and Vesting. The Committee may accelerate the time at which an Award may first be 

exercised or the time during which an Award or any part thereof will vest in accordance with the Plan, notwithstanding the 

provisions in the Award stating the time at which it may first be exercised or the time during which it will vest. 

  

9.2     Shareholder Rights. Except as provided in the Plan or an Award Agreement, no Participant shall be deemed to be 

the holder of, or to have any of the rights of a holder with respect to, any shares of Common Stock subject to an Award unless and 

until such Participant has satisfied all requirements for exercise or settlement of the Award pursuant to its terms, and no adjustment 

shall be made for dividends (ordinary or extraordinary, whether in cash, securities or other property) or distributions of other rights 

for which the record date is before the date such Common Stock certificate is issued, except as provided in Section 10 hereof. 

  

9.3     No Employment or Other Service Rights. Nothing in the Plan or any instrument executed or Award granted 

pursuant thereto shall confer upon any Participant any right to continue to serve the Company or an Affiliate in the capacity in 

effect at the time the Award was granted or shall affect the right of the Company or an Affiliate to terminate (a) the employment of 

an Employee with or without notice and with or without Cause or (b) the service of a Director pursuant to the bylaws of the 

Company or an Affiliate, and any applicable provisions of the corporate law of the state in which the Company or the Affiliate is 

incorporated, as the case may be. 

  

9.4     Transfer; Approved Leave of Absence. For purposes of the Plan, no termination of employment by an Employee 

shall be deemed to result from either (a) a transfer of employment to the Company from an Affiliate or from the Company to an 

Affiliate, or from one Affiliate to another, or (b) an approved leave of absence for military service or sickness, or for any other 

purpose approved by the Company, if the Employee’s right to reemployment is guaranteed either by a statute or by contract or 

under the policy pursuant to which the leave of absence was granted, or if the Committee otherwise so provides in writing, in 

either case, except to the extent inconsistent with Section 409A of the Code, if the applicable Award is subject thereto. 

  

  



  

  

9.5     Withholding Obligations. To the extent provided by the terms of an Award Agreement and subject to the discretion 

of the Committee, the Participant may satisfy any federal, state, or local tax withholding obligation relating to the exercise or 

acquisition of Common Stock under an Award by any of the following means (in addition to the Company’s right to withhold from 

any compensation paid to the Participant by the Company) or by a combination of such means: (a) tendering a cash payment; (b) 

authorizing the Company to withhold shares of Common Stock from the shares of Common Stock otherwise issuable to the 

Participant as a result of the exercise or acquisition of Common Stock under the Award, provided, however, that no shares of 

Common Stock are withheld with a value exceeding the minimum amount of tax required to be withheld by law; or (c) delivering 

to the Company previously owned and unencumbered shares of Common Stock of the Company. 

  

10.     Adjustments Upon Changes in Stock. In the event of changes in the outstanding Common Stock or in the capital structure of 

the Company by reason of any stock or extraordinary cash dividend, stock split, reverse stock split, an extraordinary corporate 

transaction such as any recapitalization, reorganization, merger, consolidation, combination, exchange, or other relevant change in 

capitalization occurring after the Grant Date of any Award, Awards granted under the Plan and any Award Agreements, the 

exercise price of Options and the maximum number of shares of Common Stock subject to Awards stated in Section 4 will be 

equitably adjusted or substituted, as to the number, price or kind of a share of Common Stock or other consideration subject to 

such Awards to the extent necessary to preserve the economic intent of such Award. In the case of adjustments made pursuant to 

this Section 10, unless the Committee specifically determines that such adjustment is in the best interests of the Company or its 

Affiliates, the Committee shall, in the case of Incentive Stock Options, ensure that any adjustments under this Section 10 will not 

constitute a modification, extension or renewal of the Incentive Stock Options within the meaning of Section 424(h)(3) of the Code 

and in the case of Non-qualified Stock Options, ensure that any adjustments under this Section 10 will not constitute a 

modification of such Non-qualified Stock Options within the meaning of Section 409A of the Code. 

  

11.     Amendment of the Plan and Awards. 

  

11.1     Amendment of the Plan. The Board may at any time, and from time to time, amend or terminate the Plan. 

However, except as provided in Section 10 relating to adjustments upon changes in Common Stock and Section 11.3, no 

amendment shall be effective unless approved by the stockholders of the Company to the extent the amendment changes the 

classes of persons eligible for Awards, increases the number of shares of Common Stock available for Awards, or is otherwise 

necessary to satisfy any Applicable Laws. At the time of such amendment, the Board shall determine, upon advice from counsel, 

whether such amendment will be contingent on stockholder approval. 

  

11.2     Stockholder Approval. The Board may, in its sole discretion, submit any other amendment to the Plan for 

stockholder approval. 

  

11.3     Contemplated Amendments. The Board may amend the Plan in any respect the Board deems necessary or 

advisable to provide eligible Employees and Directors with the maximum benefits provided or to be provided under the provisions 

of the Code and the regulations promulgated thereunder relating to Incentive Stock Options, or to the nonqualified deferred 

compensation provisions of Section 409A of the Code to bring the Plan or Awards granted under it into compliance therewith. 

  

11.4     No Impairment of Rights. Rights under any Award granted before amendment of the Plan shall not be impaired by 

any amendment of the Plan unless (a) the Company requests the consent of the Participant and (b) the Participant consents in 

writing. 

  

11.5     Amendment of Awards. The Committee at any time, and from time to time, may amend the terms of any one or 

more Awards; provided, however, that the Committee may not affect any amendment which would otherwise constitute an 

impairment of the rights under any Award unless (a) the Company requests the consent of the Participant and (b) the Participant 

consents in writing. 

  

12.     General Provisions. 

  

12.1     Sub-plans. The Committee may from time to time establish sub-plans under the Plan for purposes of satisfying 

blue sky, securities, tax or other laws of various jurisdictions in which the Company intends to grant Awards. Any sub-plans shall 

contain such limitations and other terms and conditions as the Committee determines are necessary or desirable. All sub-plans 

shall be deemed a part of the Plan, but each sub-plan shall apply only to the Participants in the jurisdiction for which the sub-plan 

was designed. 

  

12.2     Delivery. Upon exercise of a right granted under this Plan, the Company shall issue Common Stock or pay any 

amounts due within a reasonable period of time thereafter. Subject to any statutory or regulatory obligations the Company may 

otherwise have, for purposes of this Plan, 30 days shall be considered a reasonable period of time. 

  

  



  

  

12.3     No Fractional Shares. No fractional shares of Common Stock shall be issued or delivered pursuant to the Plan. 

The Committee shall determine whether cash, additional Awards, or other securities or property shall be issued or paid in lieu of 

fractional shares of Common Stock, or whether any fractional shares should be rounded, forfeited or otherwise eliminated. 

  

12.4     Other Provisions. The Award Agreements authorized under the Plan may contain such other provisions not 

inconsistent with this Plan, including restrictions upon the exercise of the Awards, as the Committee may deem advisable. 

  

12.5     Disqualifying Dispositions. Any Participant who shall make a “disposition” (as defined in Section 424 of the 

Code) of all or any portion of shares of Common Stock acquired upon exercise of an Incentive Stock Option within two years from 

the Grant Date of such Incentive Stock Option or within one year after the issuance of the shares of Common Stock acquired upon 

exercise of such Incentive Stock Option (a “Disqualifying Disposition”) shall be required to advise the Company immediately in 

writing as to the occurrence of the sale and the price realized upon the sale of such shares of Common Stock. 

  

12.6     Expenses. The costs of administering the Plan shall be paid by the Company. 

  

12.7     Severability. If any of the provisions of the Plan or any Award Agreement is held to be invalid, illegal or 

unenforceable, whether in whole or in part, such provision shall be deemed modified to the extent, but only to the extent, of such 

invalidity, illegality, or unenforceability and the remaining provisions shall not be affected thereby. 

  

12.8     Plan Headings. The headings in the Plan are for purposes of convenience only and are not intended to define or 

limit the construction of the provisions hereof. 

  

12.9     Non-Uniform Treatment. The Committee’s determinations under the Plan need not be uniform and may be made 

by it selectively among persons who are eligible to receive, or actually receive, Awards. Without limiting the generality of the 

foregoing, the Committee shall be entitled to make non-uniform and selective determinations, amendments, and adjustments, and 

to enter into non-uniform and selective Award Agreements. 

  

13.     Termination or Suspension of the Plan. The Plan shall terminate automatically on the 10th anniversary of the Effective Date. 

No Award shall be granted pursuant to the Plan after such date, but Awards theretofore granted may extend beyond that date. The 

Board may suspend or terminate the Plan at any earlier date pursuant to Section 11.1 hereof. No Awards may be granted under the 

Plan while the Plan is suspended or after it is terminated. 

  

14.     Choice of Law. The law of the State of California shall govern all questions concerning the construction, validity and 

interpretation of this Plan, without regard to such state’s conflict of law rules. 

  

As adopted by the Board of Directors of Royale Energy, Inc., on _May 7
th

 2019. 

  

As approved by the stockholders of Royale Energy, Inc., on ______________. NOTE: To qualify as incentive options 

under IRC Section 422, the Plan must be approved by the shareholders within one year before or after adoption by the 

Board. 

  

  



  

ANNUAL MEETING OF SHAREHOLDERS OF 

  

ROYALE ENERGY, INC. 
  

September 20, 2019 

  

e-Consent makes it easy to go paperless. With e-Consent, you can quickly access your proxy material, statements and other eligible 

documents online, while reducing costs, clutter and paper waste. Enroll today via www.astfinancial.com to enjoy online access. 

  

NOTICE OF INTERNET AVAILABILITY OF PROXY MATERIAL: 

The Notice of Meeting, proxy statement and proxy card 

are available at www.royl.com/annual-report-and-proxy-materials/  

Please sign, date and mail your proxy card in the 

envelope provided as soon as possible. 
  

Please detach along perforated line and mail in the envelope provided. 

PLEASE SIGN, DATE AND RETURN PROMPTLY IN THE ENCLOSED ENVELOPE. PLEASE MARK YOUR VOTE 

IN BLUE OR BLACK INK AS SHOWN HERE 

X 

  

1.  To elect the nominees described in the proxy statement 

accompanying this notice as members of Royale’s board of 

directors, each for a term of one year, expiring at the later of the 

2020 annual meeting of shareholders or upon a successor being 

elected and qualified. 

  

      

☐  FOR ALL NOMINEES 

  

☐  WITHHOLD AUTHORITY FOR 

ALL NOMINEES 

  

☐  FOR ALL EXCEPT 

(see instructions below) 

NOMINEES 

O Rod Eson 

O Thomas Gladney 

O Jonathan Gregory 

O Johnny Jordan 

O Karen Kerns 

O Mel G. Riggs 

O Robert Vogel 

In their discretion, the proxies are authorized to 

vote upon such other business as may properly 

come before the Annual Meeting. This proxy 

when properly executed will be voted as directed 

herein by the undersigned shareholder. If no 

direction is made, this proxy will be voted 

FOR ALL NOMINEES in Proposal 1.  

  

INSTRUCTIONS:  To withhold authority to vote for any 

individual nominee(s), mark “FOR ALL EXCEPT” and fill in the 

circle next to each nominee you wish to withhold. As shown 

here:  ● 

    

2. To ratify the 2018 Equity Incentive Plan 

  

☐  FOR 

  

  

☐  AGAINST 

  

  

☐  ABSTAIN 

3. To ratify the 2019 Equity Incentive Plan 

  

☐  FOR 

  

  

☐  AGAINST 

  

  

☐  ABSTAIN 

4. To transact such other business as may properly come before the 

Annual Meeting and any adjournments thereof. 

      

☐  FOR ☐  AGAINST ☐  ABSTAIN 

To change the address on your account, please check the box at 

right and indicate your new address in the address space above. 

Please note that changes to the registered name(s) on the account 

may not be submitted via this method.            ☐ 

    

      

      

Signature of Shareholder Date    

Note: Please sign exactly as your name or names appear on this Proxy. When shares are held jointly, each holder should sign. When 

signing as executor, administrator, attorney, trustee or guardian, please give full title as such. If the signer is a corporation, please sign 

full corporate name by duly authorized officer, giving full title as such. If signer is a partnership, please sign in partnership name by 

authorized person. 

  



  

  

ROYALE ENERGY, INC. 

  

PROXY FOR ANNUAL MEETING OF SHAREHOLDERS September 20, 2019 

PROXY SOLICITED BY THE BOARD OF DIRECTORS 

  

The undersigned hereby appoints Mel Riggs and Stephen Hosmer as Proxies with the power to  appoint their substitutes, 

and hereby authorizes them to represent and to vote, as designated below, all the shares of common stock of Royale Energy, Inc. 

held on record by the undersigned on July 22, 2019, at the Annual Meeting of Shareholders to be held at the office of the company, 

1870 Cordell Court, El Cajon, California 92020 on September 20, 2019 at 10:00 a.m., Pacific Daylight Time. 

  

(Continued and to be signed on the reverse side) 

  

  

  

  

  

  


