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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 8-K
CURRENT REPORT

Pursuant to Section 13 OR 15(d) of the Securities Exchange Act of 1934

Date of Report (Date of earliest event reported):    February 13, 2014

Lucas Energy, Inc.
(Exact name of registrant as specified in its charter)

 
Nevada 001-32508 20-2660243

(State or other jurisdiction of incorporation) (Commission File
Number)

(I.R.S. Employer Identification
No.)

3555 Timmons Lane, 
Suite 1550, Houston, Texas

77027

(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code (713) 528-1881
 
Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under
any of the following provisions:

  ¨ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
 
  ¨ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
 
  ¨ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
 
  ¨ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
 
 

 



 

ITEM 5.02 DEPARTURE OF DIRECTORS OR CERTAIN OFFICERS; ELECTION OF DIRECTORS; APPOINTMENT OF
CERTAIN OFFICERS; COMPENSATORY ARRANGEMENTS OF CERTAIN OFFICERS.
 
Effective February 14, 2014, the Board of Directors of Lucas Energy, Inc. (the “Company”), increased the number of members of the
Board of Directors of the Company from five to six members and appointed Anthony C. Schnur, the President, Chief Executive
Officer, Interim Chief Financial Officer, Interim Treasurer and Interim Secretary of the Company as a member of the Board of
Directors to fill the vacancy created by such increase in board members.

The Board of Directors believes that Mr. Schnur’s extensive experience in the oil and gas industry, as well as his knowledge of the
Company’s operations, qualify him as a valued addition to the Board of Directors.  Mr. Schnur has not yet been appointed to any
committees of the Board of Directors.

ITEM 5.07 SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.

The Company’s Annual Meeting of Shareholders was held on February 13, 2014 (the “Meeting”).  A total of 29,965,974 shares of
common stock were issued and outstanding as of the record date of the Meeting, December 27, 2013, and a total of 25,247,727 shares
were present at or were voted at the Meeting, constituting a quorum.  The following proposals were voted on at the Meeting (as
described in greater detail in the Company’s Definitive Schedule 14A Proxy Statement filed with the SEC on January 3, 2014, the
“Proxy”), with the results of such voting as follows:

Proposal For Withheld*
 

1)
 
The election of five (5) Directors to the Company's Board of Directors, each
to serve a term of one year and until their respective successors have been
elected and qualified, or until their earlier resignation or removal*
 

   

                a)                      Ken Daraie 9,420,163 3,402,531
                b)                      Ryan J. Morris 9,417,023 3,405,671
                c)                      J. Fred Hofheinz 12,440,100 382,594
                d)                      W. Andrew Krusen, Jr. 9,406,063 3,416,631
                e)                      Fred S. Zeidman 12,309,260 513,434
       
    For Against Abstain*

 
2)

 
The ratification of the Company’s 2014 Stock Incentive Plan
 

11,382,509 1,300,563 139,622

         
    For Against Abstain

 
3)

 
To ratify the appointment of Hein & Associates LLP, as the Company’s
independent auditors for the fiscal year ending March 31, 2014
 

24,863,502 296,741 87,484

         
    For Against Abstain*

 
4)
 

 
To approve on a non-binding basis, the compensation of our named
executive officers

12,113,507 559,931 149,256

         
    1 Year 2 Years 3 Years Abstain*

 
5)
 

 
To approve on a non-binding basis, the frequency of the advisory vote on
compensation of our named executive officers
 

4,345,095 94,501 8,093,944 289,154

 
* There were also 12,425,033 Broker Non-Votes on these proposals.



 
 



 

ITEM 9.01 FINANCIAL STATEMENTS AND EXHIBITS.

Exhibit No. Description
   
10.1 2014 Stock Incentive Plan of Lucas Energy, Inc.
99.1 Press Release dated February 18, 2014
 

Signature
 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned hereunto duly authorized.

  LUCAS ENERGY, INC.
   
   
  By: /s/ Anthony C. Schnur
  Name:  Anthony C. Schnur
  Title:   Chief Executive Officer
   
  February 18, 2014
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EXHIBIT 10.1

LUCAS ENERGY, INC.
2014 STOCK INCENTIVE PLAN

ARTICLE I -- PREAMBLE

1.1           This 2014 Stock Incentive Plan of Lucas Energy, Inc. (the "Company") is intended to secure for the Company and its
Affiliates the benefits arising from ownership of the Company's Common Stock by the Employees, Officers, Directors and Consultants
of the Company and its Affiliates, all of whom are and will be responsible for the Company's future growth.  The Plan is designed to
help attract and retain for the Company and its Affiliates personnel of superior ability for positions of exceptional responsibility, to
reward Employees, Officers, Directors and Consultants for their services and to motivate such individuals through added incentives to
further contribute to the success of the Company and its Affiliates. With respect to persons subject to Section 16 of the Act,
transactions under this Plan are intended to satisfy the requirements of Rule 16b-3 of the Act.

1.2           Awards under the Plan may be made to an Eligible Person in the form of (i) Incentive Stock Options (to Eligible Employees
only); (ii) Nonqualified Stock Options; (iii) Restricted Stock; (iv) Stock Awards; (v) Performance Shares; or (vi) any combination of
the foregoing.
 
1.3           The Company’s board of directors adopted the Plan on December 27, 2013.  The Plan shall be effective December 27, 2013
(the "Effective Date"), subject to approval by the shareholders of the Company to the extent necessary to satisfy the requirements of
the Code, the Act, or other applicable federal or state law.  Unless sooner terminated as provided elsewhere in this Plan, this Plan shall
terminate upon the close of business on the day next preceding the tenth (10th) anniversary of the Effective Date.  Award Agreements
outstanding on such date shall continue to have force and effect in accordance with the provisions thereof.

1.4           The Plan shall be governed by, and construed in accordance with, the laws of the State of Nevada (except its choice-of-law
provisions).

1.5           Capitalized terms shall have the meaning provided in Article II unless otherwise provided in this Plan or any related Award
Agreement.

ARTICLE II -- DEFINITIONS
 
DEFINITIONS.  Except where the context otherwise indicates, the following definitions apply:

2.1           "Act" means the Securities Exchange Act of 1934, as now in effect or as hereafter amended.

2.2           "Affiliate" means any parent corporation or subsidiary corporation of the Company, whether now or hereinafter existing, as
those terms are defined in Sections 424(e) and (f), respectively, of the Code.

 
2.3           "Award" means an award granted to a Participant in accordance with the provisions of the Plan, including, but not limited to,
Stock Options, Restricted Stock, Stock Awards, Performance Shares, or any combination of the foregoing.

2.4           "Award Agreement" means the separate written agreement evidencing each Award granted to a Participant under the Plan.

2.5           "Board of Directors" or "Board" means the Board of Directors of the Company, as constituted from time to time.
 

2.6           “Bylaws” shall mean the Bylaws of the Company as amended from time to time.
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2.7           "Change of Control" means (i) the adoption of a plan of merger or consolidation of the Company with any other corporation
or association as a result of which the holders of the voting capital stock of the Company as a group would receive less than 50% of the
voting capital stock of the surviving or resulting corporation; (ii) the approval by the Board of Directors of an agreement providing for
the sale or transfer (other than as security for obligations of the Company) of substantially all the assets of the Company; or (iii) in the
absence of a prior expression of approval by the Board of Directors, the acquisition of more than 20% of the Company's voting capital
stock by any person within the meaning of Rule 13d-3 under the Act (other than the Company or a person that directly or indirectly
controls, is controlled by, or is under common control with, the Company).

2.8           "Code" means the Internal Revenue Code of 1986, as amended, and the regulations and interpretations promulgated
thereunder.

2.9           "Committee" means a committee of two or more members of the Board appointed by the Board in accordance with Section
3.2 of the Plan.  In the event the Company has not designated a Committee pursuant to Section 3.2 of the Plan, “Committee” shall refer
to the Compensation Committee of the Company (in the event the Compensation Committee has authority to administer the Plan) or
the Board of Directors of the Company.

2.10           "Common Stock" means the Company’s common stock.

2.11           "Company" means Lucas Energy, Inc., a Nevada corporation.

2.12.           "Consultant" means any person, including an advisor engaged by the Company or an Affiliate to render bona fide
consulting or advisory services to the Company or an Affiliate, other than as an Employee, Director or Non-Employee Director.

2.13           "Director" means a member of the Board of Directors of the Company.

2.14           "Disability" means the permanent and total disability of a person within the meaning of Section 22(e)(3) of the Code.
 

2.15           "Effective Date" shall be the date set forth in Section 1.3 of the Plan.

2.16           "Eligible Employee" means an Eligible Person who is an Employee of the Company or any Affiliate.

2.17           "Eligible Person" means any Employee, Officer, Director, Non-Employee Director or Consultant of the Company or any
Affiliate, subject to any other limitations as may be provided by the Code, the Act, or the Board.  In making such determinations, the
Board may take into account the nature of the services rendered by such person, his or her present and potential contribution to the
Company’s success, and such other factors as the Board in its discretion shall deem relevant.

2.19           “Employee” means an individual who is a common-law employee of the Company or an Affiliate including employment as
an Officer.  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.

2.20           "ERISA" means the Employee Retirement Income Security Act of 1974, as now in effect or as hereafter amended

2.21           "Fair Market Value" means, as of any date and unless the Committee determines otherwise, the value of Common Stock
determined as follows:

  (a) If the Common Stock is listed on any established stock exchange or a national market system, including without
limitation the NYSE Amex, Nasdaq National Market or The Nasdaq SmallCap Market of The Nasdaq Stock
Market, its Fair Market Value will be the closing sales price for such stock (or the closing bid, if no sales were
reported) as quoted on such exchange or system for the day of determination, as reported in The Wall Street
Journal or such other source as the Committee deems reliable;
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  (b) If the Common Stock is regularly quoted by a recognized securities dealer but selling prices are not reported for

the date in question, the Fair Market Value will be the mean between the high bid and low asked prices for the
Common Stock for the day of determination, as reported in The Wall Street Journal or such other source as the
Committee deems reliable; or

  (c) In the absence of an established market for the Common Stock, the Fair Market Value will be determined in
good faith by the Committee.

  (d) The Committee also may adopt a different methodology for determining Fair Market Value with respect to one
or more Awards if a different methodology is necessary or advisable to secure any intended favorable tax, legal
or other treatment for the particular Award(s) (for example, and without limitation, the Committee may provide
that Fair Market Value for purposes of one or more Awards will be based on an average of closing prices (or the
average of high and low daily trading prices) for a specified period preceding the relevant date).

 
2.22           "Grant Date" means, as to any Award, the latest of:

  (a) the date on which the Board authorizes the grant of the Award; or

  (b) the date the Participant receiving the Award becomes an Employee or a Director of the Company or its Affiliate,
to the extent employment status is a condition of the grant or a requirement of the Code or the Act; or

 
  (c) such other date (later than the dates described in (a) and (b) above) as the Board may designate and as set forth in

the Participant's Award Agreement.

2.23           "Immediate Family" means any child, stepchild, grandchild, parent, stepparent, grandparent, spouse, sibling, mother-in-
law, father-in-law, son-in-law, daughter-in-law, brother-in-law or sister-in-law and shall include adoptive relationships.

2.24           "Incentive Stock Option" means a Stock Option intended to qualify as an incentive stock option within the meaning of
Section 422 of the Code and is granted under Article IV of the Plan and designated as an Incentive Stock Option in a Participant's
Award Agreement.

2.25           "Non-Employee Director" shall have the meaning set forth in Rule 16b-3 under the Act.

2.26           "Nonqualified Stock Option" means a Stock Option not intended to qualify as an Incentive Stock Option and is not so
designated in the Participant's Award Agreement.

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

2.28           "Option Period" means the period during which a Stock Option may be exercised from time to time, as established by the
Board and set forth in the Award Agreement for each Participant who is granted a Stock Option.

2.29           "Option Price" means the purchase price for a share of Common Stock subject to purchase pursuant to a Stock Option, as
established by the Board and set forth in the Award Agreement for each Participant who is granted a Stock Option.

2.30           “Outside Director” means a Director who either (i) is not a current employee of the Company or an "affiliated
corporation" (within the meaning of Treasury Regulations promulgated under Section 162(m) of the Code), is not a former employee
of the Company or an "affiliated corporation" receiving compensation for prior services (other than benefits under a tax qualified
pension plan), was not an officer of the Company or an "affiliated corporation" at any time and is not currently receiving direct or
indirect remuneration from the Company or an "affiliated corporation" for services in any capacity other than as a Director or (ii) is
otherwise considered an "outside director" for purposes of Section 162(m) of the Code.
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2.31           "Participant" means an Eligible Person to whom an Award has been granted and who has entered into an Award
Agreement evidencing the Award or, if applicable, such other person who holds an outstanding Award.

2.32           "Performance Objectives" shall have the meaning set forth in Article IX of the Plan.

2.33           "Performance Period" shall have the meaning set forth in Article IX of the Plan.

2.34           "Performance Share" means an Award under Article IX of the Plan of a unit valued by reference to the Common Stock,
the payout of which is subject to achievement of such Performance Objectives, measured during one or more Performance Periods, as
the Board, in its sole discretion, shall establish at the time of such Award and set forth in a Participant's Award Agreement.

2.35           "Plan" means this Lucas Energy, Inc. 2014 Stock Incentive Plan, as it may be amended from time to time.

2.36           “Reporting Person” means a person required to file reports under Section 16(a) of the Act.

2.37           "Restricted Stock" means an Award under Article VII of the Plan of shares of Common Stock that are at the time of the
Award subject to restrictions or limitations as to the Participant's ability to sell, transfer, pledge or assign such shares, which restrictions
or limitations may lapse separately or in combination at such time or times, in installments or otherwise, as the Board, in its sole
discretion, shall determine at the time of such Award and set forth in a Participant's Award Agreement.
 
2.38           "Restriction Period" means the period commencing on the Grant Date with respect to such shares of Restricted Stock and
ending on such date as the Board, in its sole discretion, shall establish and set forth in a Participant's Award Agreement.

2.39           "Retirement" means retirement as determined under procedures established by the Board or in any Award, as set forth in a
Participant's Award Agreement.

2.40           “Rule 16b-3” means Rule 16b-3 promulgated under the Act or any successor to Rule 16b-3, as in effect from time to
time.  Those provisions of the Plan which make express reference to Rule 16b-3, or which are required in order for certain option
transactions to qualify for exemption under Rule 16b-3, shall apply only to a Reporting Person.

2.41           "Stock Award" means an Award of shares of Common Stock under Article VIII of the Plan.
 

2.42           "Stock Option" means an Award under Article IV or Article V of the Plan of an option to purchase Common Stock. A
Stock Option may be either an Incentive Stock Option or a Nonqualified Stock Option. 

2.43           "Ten Percent Stockholder" means an individual who owns (or is deemed to own pursuant to Section 424(d) of the Code),
at the time of grant, stock possessing more than ten percent (10%) of the total combined voting power of all classes of stock of the
Company or any of its Affiliates.

2.44           "Termination of Service" means (i) in the case of an Eligible Employee, the discontinuance of employment of such
Participant with the Company or its Subsidiaries for any reason other than a transfer to another member of the group consisting of the
Company and its Affiliates and (ii) in the case of a Director who is not an Employee of the Company or any Affiliate, the date such
Participant ceases to serve as a Director. The determination of whether a Participant has discontinued service shall be made by the
Board in its sole discretion. In determining whether a Termination of Service has occurred, the Board may provide that service as a
Consultant or service with a business enterprise in which the Company has a significant ownership interest shall be treated as
employment with the Company.
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ARTICLE III – ADMINISTRATION

3.1           The Plan shall be administered by the Board of Directors of the Company.  The Board shall have the exclusive right to
interpret and construe the Plan, to select the Eligible Persons who shall receive an Award, and to act in all matters pertaining to the
grant of an Award and the determination and interpretation of the provisions of the related Award Agreement, including, without
limitation, the determination of the number of shares subject to Stock Options and the Option Period(s) and Option Price(s) thereof, the
number of shares of Restricted Stock or shares subject to Stock Awards or Performance Shares subject to an Award, the vesting periods
(if any) and the form, terms, conditions and duration of each Award, and any amendment thereof consistent with the provisions of the
Plan.  The Board may adopt, establish, amend and rescind such rules, regulations and procedures as it may deem appropriate for the
proper administration of the Plan, make all other determinations which are, in the Board’s judgment, necessary or desirable for the
proper administration of the Plan, amend the Plan or a Stock Award as provided in Article XI, and terminate or suspend the Plan as
provided in Article XI.  All acts, determinations and decisions of the Board made or taken pursuant to the Plan or with respect to any
questions arising in connection with the administration and interpretation of the Plan or any Award Agreement, including the
severability of any and all of the provisions thereof, shall be conclusive, final and binding upon all persons.

3.2           The Board may, to the full extent permitted by and consistent with applicable law and the Company’s Bylaws, and subject to
Subparagraph 3.2(b) herein below, delegate any or all of its powers with respect to the administration of the Plan to the Company’s
Compensation Committee or another Committee of the Company consisting of not fewer than two members of the Board each of
whom shall qualify (at the time of appointment to the Committee and during all periods of service on the Committee) in all respects as
a Non-Employee Director and as an Outside Director.

  (a) If administration is delegated to a Committee, the Committee shall have, in connection with the administration
of the Plan, the powers theretofore possessed by the Board, including the power to delegate to a subcommittee
any of the administrative powers the Committee is authorized to exercise (and references in the Plan to the Board
shall thereafter be to the Committee or subcommittee), subject, however, to such resolutions, not consistent with
the provisions of the Plan, as may be adopted from time to time by the Board.

  (b) The Board may abolish the Committee at any time and reassume all powers and authority previously delegated
to the Committee.

  (c) In addition to, and not in limitation of, the right of any Committee so designated by the Board to administer this
Plan to grant Awards to Eligible Persons under this Plan, the full Board of Directors and/or the Company’s
Compensation Committee may from time to time grant Awards to Eligible Persons pursuant to the terms and
conditions of this Plan, subject to the requirements of the Code, Rule 16b-3 under the Act or any other applicable
law, rule or regulation. In connection with any such grants, the Board of Directors and/or the Company’s
Compensation Committee shall have all of the power and authority of the Committee to determine the Eligible
Persons to whom such Awards shall be granted and the other terms and conditions of such Awards.

 
3.3           Without limiting the provisions of this Article III, and subject to the provisions of Article X, the Board is authorized to take
such action as it determines to be necessary or advisable, and fair and equitable to Participants and to the Company, with respect to an
outstanding Award in the event of a Change of Control as described in Article X or other similar event. Such action may include, but
shall not be limited to, establishing, amending or waiving the form, terms, conditions and duration of an Award and the related Award
Agreement, so as to provide for earlier, later, extended or additional times for exercise or payments, differing methods for calculating
payments, alternate forms and amounts of payment, an accelerated release of restrictions or other modifications. The Board may take
such actions pursuant to this Section 3.3 by adopting rules and regulations of general applicability to all Participants or to certain
categories of Participants, by including, amending or waiving terms and conditions in an Award and the related Award Agreement, or
by taking action with respect to individual Participants from time to time.
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3.4           Subject to the provisions of Section 3.9, the maximum aggregate number of shares of Common Stock which may be issued
pursuant to Awards under the Plan shall be One Million (1,000,000) shares. Such shares of Common Stock shall be made available
from authorized and unissued shares of the Company.

  (a) For all purposes under the Plan, each Performance Share awarded shall be counted as one share of Common
Stock subject to an Award.

  (b) If, for any reason, any shares of Common Stock (including shares of Common Stock subject to Performance
Shares) that have been awarded or are subject to issuance or purchase pursuant to Awards outstanding under the
Plan are not delivered or purchased, or are reacquired by the Company, for any reason, including but not limited
to a forfeiture of Restricted Stock or failure to earn Performance Shares or the termination, expiration or
cancellation of a Stock Option, or any other termination of an Award without payment being made in the form of
shares of Common Stock (whether or not Restricted Stock), such shares of Common Stock shall not be charged
against the aggregate number of shares of Common Stock available for Award under the Plan and shall again be
available for Awards under the Plan. In no event, however, may Common Stock that is surrendered or withheld
to pay the exercise price of a Stock Option or to satisfy tax withholding requirements be available for future
grants under the Plan.

  (c) The foregoing subsections (a) and (b) of this Section 3.4 shall be subject to any limitations provided by the Code
or by Rule 16b-3 under the Act or by any other applicable law, rule or regulation.

3.5           Each Award granted under the Plan shall be evidenced by a written Award Agreement, which shall be subject to and shall
incorporate (by reference or otherwise) the applicable terms and conditions of the Plan and shall include any other terms and conditions
(not inconsistent with the Plan) required by the Board.

3.6           The Company shall not be required to issue or deliver any certificates for shares of Common Stock under the Plan prior to:

  (a) any required approval of the Plan by the shareholders of the Company; and

  (b) the completion of any registration or qualification of such shares of Common Stock under any federal or state
law, or any ruling or regulation of any governmental body that the Company shall, in its sole discretion,
determines to be necessary or advisable.

3.7           The Board may require any Participant acquiring shares of Common Stock pursuant to any Award under the Plan to represent
to and agree with the Company in writing that such person is acquiring the shares of Common Stock for investment purposes and
without a view to resale or distribution thereof.  Shares of Common Stock issued and delivered under the Plan shall also be subject to
such stop-transfer orders and other restrictions as the Board may deem advisable under the rules, regulations and other requirements of
the Securities and Exchange Commission, any stock exchange upon which the Common Stock is then listed and any applicable federal
or state laws, and the Board may cause a legend or legends to be placed on the certificate or certificates representing any such shares to
make appropriate reference to any such restrictions. In making such determination, the Board may rely upon an opinion of counsel for
the Company.

3.8           Except as otherwise expressly provided in the Plan or in an Award Agreement with respect to an Award, no Participant shall
have any right as a shareholder of the Company with respect to any shares of Common Stock subject to such Participant's Award
except to the extent that, and until, one or more certificates representing such shares of Common Stock shall have been delivered to the
Participant. No shares shall be required to be issued, and no certificates shall be required to be delivered, under the Plan unless and
until all of the terms and conditions applicable to such Award shall have, in the sole discretion of the Board, been satisfied in full and
any restrictions shall have lapsed in full, and unless and until all of the requirements of law and of all regulatory bodies having
jurisdiction over the offer and sale, or issuance and delivery, of the shares shall have been fully complied with.
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3.9           The total amount of shares with respect to which Awards may be granted under the Plan and rights of outstanding Awards
(both as to the number of shares subject to the outstanding Awards and the Option Price(s) or other purchase price(s) of such shares, as
applicable) shall be appropriately adjusted for any increase or decrease in the number of outstanding shares of Common Stock of the
Company resulting from payment of a stock dividend on the Common Stock, a stock split or subdivision or combination of shares of
the Common Stock, or a reorganization or reclassification of the Common Stock, or any other change in the structure of shares of the
Common Stock. The foregoing adjustments and the manner of application of the foregoing provisions shall be determined by the Board
in its sole discretion. Any such adjustment may provide for the elimination of any fractional shares which might otherwise become
subject to an Award. All adjustments made as the result of the foregoing in respect of each Incentive Stock Option shall be made so
that such Incentive Stock Option shall continue to be an Incentive Stock Option, as defined in Section 422 of the Code.

3.10           No director or person acting pursuant to authority delegated by the Board shall be liable for any action or determination
under the Plan made in good faith.  The members of the Board shall be entitled to indemnification by the Company in the manner and
to the extent set forth in the Company's Articles of Incorporation, as amended, Bylaws or as otherwise provided from time to time
regarding indemnification of Directors.

3.11           The Board shall be authorized to make adjustments in any performance based criteria or in the other terms and conditions of
outstanding Awards in recognition of unusual or nonrecurring events affecting the Company (or any Affiliate, if applicable) or its
financial statements or changes in applicable laws, regulations or accounting principles. The Board may correct any defect, supply any
omission or reconcile any inconsistency in the Plan or any Award Agreement in the manner and to the extent it shall deem necessary or
desirable to reflect any such adjustment. In the event the Company (or any Affiliate, if applicable) shall assume outstanding employee
benefit awards or the right or obligation to make future such awards in connection with the acquisition of another corporation or
business entity, the Board may, in its sole discretion, make such adjustments in the terms of outstanding Awards under the Plan as it
shall deem appropriate.

3.12           Subject to the express provisions of the Plan, the Board shall have full power and authority to determine whether, to what
extent and under what circumstances any outstanding Award shall be terminated, canceled, forfeited or suspended. Notwithstanding the
foregoing or any other provision of the Plan or an Award Agreement, all Awards to any Participant that are subject to any restriction or
have not been earned or exercised in full by the Participant shall be terminated and canceled if the Participant is terminated for cause,
as determined by the Board in its sole discretion.

ARTICLE IV -- INCENTIVE STOCK OPTIONS

4.1           The Board, in its sole discretion, may from time to time on or after the Effective Date grant Incentive Stock Options to
Eligible Employees, subject to the provisions of this Article IV and Articles III and VI and subject to the following conditions:

  (a) Incentive Stock Options shall be granted only to Eligible Employees, each of whom may be granted one or more
of such Incentive Stock Options at such time or times determined by the Board.

  (b) The Option Price per share of Common Stock for an Incentive Stock Option shall be set in the Award
Agreement, but shall not be less than (i) one hundred percent (100%) of the Fair Market Value of the Common
Stock at the Grant Date, or (ii) in the case of an Incentive Stock Option granted to a Ten Percent Stockholder,
one hundred ten percent (110%) of the Fair Market Value of the Common Stock at the Grant Date.
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  (c) An Incentive Stock Option may be exercised in full or in part from time to time within ten (10) years from the

Grant Date, or such shorter period as may be specified by the Board as the Option Period and set forth in the
Award Agreement; provided, however, that, in the case of an Incentive Stock Option granted to a Ten Percent
Stockholder, such period shall not exceed five (5) years from the Grant Date; and further, provided that, in any
event, the Incentive Stock Option shall lapse and cease to be exercisable upon a Termination of Service or within
such period following a Termination of Service as shall have been determined by the Board and set forth in the
related Award Agreement; and provided, further, that such period shall not exceed the period of time ending on
the date three (3) months following a Termination of Service, unless employment shall have terminated:

  (i) as a result of Disability, in which event such period shall not exceed the period of time ending on the
date twelve (12) months following a Termination of Service; or

  (ii) as a result of death, or if death shall have occurred following a Termination of Service (other than as
a result of Disability) and during the period that the Incentive Stock Option was still exercisable, in
which event such period may not exceed the period of time ending on the earlier of the date twelve
(12) months after the date of death;

and provided, further, that such period following a Termination of Service or death shall in no event extend beyond the original Option
Period of the Incentive Stock Option.

  (d) The aggregate Fair Market Value of the shares of Common Stock with respect to which any Incentive Stock
Options (whether under this Plan or any other plan established by the Company) are first exercisable during any
calendar year by any Eligible Employee shall not exceed one hundred thousand dollars ($100,000), determined
based on the Fair Market Value(s) of such shares as of their respective Grant Dates; provided, however, that to
the extent permitted under Section 422 of the Code, if the aggregate Fair Market Values of the shares of
Common Stock with respect to which Stock Options intended to be Incentive Stock Options are first exercisable
by any Eligible Employee during any calendar year (whether such Stock Options are granted under this Plan or
any other plan established by the Company) exceed one hundred thousand dollars ($100,000), the Stock Options
or portions thereof which exceed such limit (according to the order in which they were granted) shall be treated
as Nonqualified Stock Options.

  (e) No Incentive Stock Options may be granted more than ten (10) years from the Effective Date.

  (f) The Award Agreement for each Incentive Stock Option shall provide that the Participant shall notify the
Company if such Participant sells or otherwise transfers any shares of Common Stock acquired upon exercise of
the Incentive Stock Option within two (2) years of the Grant Date of such Incentive Stock Option or within one
(1) year of the date such shares were acquired upon the exercise of such Incentive Stock Option.

4.2           Subject to the limitations of Section 3.4, the maximum aggregate number of shares of Common Stock subject to Incentive
Stock Option Awards shall be the maximum aggregate number of shares available for Awards under the Plan.

4.3           The Board may provide for any other terms and conditions which it determines should be imposed for an Incentive Stock
Option to qualify under Section 422 of the Code, as well as any other terms and conditions not inconsistent with this Article IV or
Articles III or VI, as determined in its sole discretion and set forth in the Award Agreement for such Incentive Stock Option.
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4.4           Each provision of this Article IV and of each Incentive Stock Option granted hereunder shall be construed in accordance with
the provisions of Section 422 of the Code, and any provision hereof that cannot be so construed shall be disregarded.

ARTICLE V -- NONQUALIFIED STOCK OPTIONS

5.1           The Board, in its sole discretion, may from time to time on or after the Effective Date grant Nonqualified Stock Options to
Eligible Persons, subject to the provisions of this Article V and Articles III and VI and subject to the following conditions:

  (a) Nonqualified Stock Options may be granted to any Eligible Person, each of whom may be granted one or more
of such Nonqualified Stock Options, at such time or times determined by the Board.

  (b) The Option Price per share of Common Stock for a Nonqualified Stock Option shall be set in the Award
Agreement and may be less than one hundred percent (100%) of the Fair Market Value of the Common Stock at
the Grant Date; provided, however, that the exercise price of each Nonqualified Stock Option granted under the
Plan shall in no event be less than the par value per share of the Company’s Common Stock.

   

  (c) A Nonqualified Stock Option may be exercised in full or in part from time to time within the Option Period
specified by the Board and set forth in the Award Agreement; provided, however, that, in any event, the
Nonqualified Stock Option shall lapse and cease to be exercisable upon a Termination of Service or within such
period following a Termination of Service as shall have been determined by the Board and set forth in the related
Award Agreement.

5.2           The Board may provide for any other terms and conditions for a Nonqualified Stock Option not inconsistent with this Article
V or Articles III or VI, as determined in its sole discretion and set forth in the Award Agreement for such Nonqualified Stock Option.
 

ARTICLE VI -- INCIDENTS OF STOCK OPTIONS

6.1           Each Stock Option shall be granted subject to such terms and conditions, if any, not inconsistent with this Plan, as shall be
determined by the Board and set forth in the related Award Agreement, including any provisions as to continued employment as
consideration for the grant or exercise of such Stock Option and any provisions which may be advisable to comply with applicable
laws, regulations or rulings of any governmental authority.

6.2           Except as hereinafter described, a Stock Option shall not be transferable by the Participant other than by will or by the laws
of descent and distribution, and shall be exercisable during the lifetime of the Participant only by the Participant or the Participant's
guardian or legal representative.  In the event of the death of a Participant, any unexercised Stock Options may be exercised to the
extent otherwise provided herein or in such Participant's Award Agreement by the executor or personal representative of such
Participant's estate or by any person who acquired the right to exercise such Stock Options by bequest under the Participant's will or by
inheritance. The Board, in its sole discretion, may at any time permit a Participant to transfer a Nonqualified Stock Option for no
consideration to or for the benefit of one or more members of the Participant's Immediate Family (including, without limitation, to a
trust for the benefit of the Participant and/or one or more members of such Participant's Immediate Family or a corporation, partnership
or limited liability company established and controlled by the Participant and/or one or more members of such Participant's Immediate
Family), subject to such limits as the Board may establish. The transferee of such Nonqualified Stock Option shall remain subject to all
terms and conditions applicable to such Nonqualified Stock Option prior to such transfer. The foregoing right to transfer the
Nonqualified Stock Option, if granted by the Board shall apply to the right to consent to amendments to the Award Agreement.
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6.3           Shares of Common Stock purchased upon exercise of a Stock Option shall be paid for in such amounts, at such times and
upon such terms as shall be determined by the Board, subject to limitations set forth in the Stock Option Award Agreement. The Board
may, in its sole discretion, permit the exercise of a Stock Option by payment in cash or by tendering shares of Common Stock (either
by actual delivery of such shares or by attestation), or any combination thereof, as determined by the Board. In the sole discretion of the
Board, payment in shares of Common Stock also may be made with shares received upon the exercise or partial exercise of the Stock
Option, whether or not involving a series of exercises or partial exercises and whether or not share certificates for such shares
surrendered have been delivered to the Participant. The Board also may, in its sole discretion, permit the payment of the exercise price
of a Stock Option by the voluntary surrender of all or a portion of the Stock Option. Shares of Common Stock previously held by the
Participant and surrendered in payment of the Option Price of a Stock Option shall be valued for such purpose at the Fair Market Value
thereof on the date the Stock Option is exercised.

 
6.4           The holder of a Stock Option shall have no rights as a shareholder with respect to any shares covered by the Stock Option
(including, without limitation, any voting rights, the right to inspect or receive the Company’s balance sheets or financial statements or
any rights to receive dividends or non-cash distributions with respect to such shares) until such time as the holder has exercised the
Stock Option and then only with respect to the number of shares which are the subject of the exercise.  No adjustment shall be made for
dividends or other rights for which the record date is prior to the date such stock certificate is issued.

6.5           The Board may permit the voluntary surrender of all or a portion of any Stock Option granted under the Plan to be
conditioned upon the granting to the Participant of a new Stock Option for the same or a different number of shares of Common Stock
as the Stock Option surrendered, or may require such voluntary surrender as a condition precedent to a grant of a new Stock Option to
such Participant. Subject to the provisions of the Plan, such new Stock Option shall be exercisable at such Option Price, during such
Option Period and on such other terms and conditions as are specified by the Board at the time the new Stock Option is granted. Upon
surrender, the Stock Options surrendered shall be canceled and the shares of Common Stock previously subject to them shall be
available for the grant of other Stock Options.

6.6           The Board may at any time offer to purchase a Participant's outstanding Stock Option for a payment equal to the value of
such Stock Option payable in cash, shares of Common Stock or Restricted Stock or other property upon surrender of the Participant's
Stock Option, based on such terms and conditions as the Board shall establish and communicate to the Participant at the time that such
offer is made.

6.7           The Board shall have the discretion, exercisable either at the time the Award is granted or at the time the Participant
discontinues employment, to establish as a provision applicable to the exercise of one or more Stock Options that, during a limited
period of exercisability following a Termination of Service, the Stock Option may be exercised not only with respect to the number of
shares of Common Stock for which it is exercisable at the time of the Termination of Service but also with respect to one or more
subsequent installments for which the Stock Option would have become exercisable had the Termination of Service not occurred.
 

ARTICLE VII -- RESTRICTED STOCK

7.1           The Board, in its sole discretion, may from time to time on or after the Effective Date award shares of Restricted Stock to
Eligible Persons as a reward for past service and an incentive for the performance of future services that will contribute materially to
the successful operation of the Company and its Affiliates, subject to the terms and conditions set forth in this Article VII.

7.2           The Board shall determine the terms and conditions of any Award of Restricted Stock, which shall be set forth in the related
Award Agreement, including without limitation:

  (a) the purchase price, if any, to be paid for such Restricted Stock, which may be zero, subject to such minimum
consideration as may be required by applicable law;
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  (b) the duration of the Restriction Period or Restriction Periods with respect to such Restricted Stock and whether

any events may accelerate or delay the end of such Restriction Period(s);

  (c) the circumstances upon which the restrictions or limitations shall lapse, and whether such restrictions or
limitations shall lapse as to all shares of Restricted Stock at the end of the Restriction Period or as to a portion of
the shares of Restricted Stock in installments during the Restriction Period by means of one or more vesting
schedules;

  (d) whether such Restricted Stock is subject to repurchase by the Company or to a right of first refusal at a
predetermined price or if the Restricted Stock may be forfeited entirely under certain conditions;

  (e) whether any performance goals may apply to a Restriction Period to shorten or lengthen such period; and

  (f) whether dividends and other distributions with respect to such Restricted Stock are to be paid currently to the
Participant or withheld by the Company for the account of the Participant.

7.3           Awards of Restricted Stock must be accepted within a period of thirty (30) days after the Grant Date (or such shorter or
longer period as the Board may specify at such time) by executing an Award Agreement with respect to such Restricted Stock and
tendering the purchase price, if any. A prospective recipient of an Award of Restricted Stock shall not have any rights with respect to
such Award, unless such recipient has executed an Award Agreement with respect to such Restricted Stock, has delivered a fully
executed copy thereof to the Board and has otherwise complied with the applicable terms and conditions of such Award.

7.4           In the sole discretion of the Board and as set forth in the Award Agreement for an Award of Restricted Stock, all shares of
Restricted Stock held by a Participant and still subject to restrictions shall be forfeited by the Participant upon the Participant's
Termination of Service and shall be reacquired, canceled and retired by the Company. Notwithstanding the foregoing, unless otherwise
provided in an Award Agreement with respect to an Award of Restricted Stock, in the event of the death, Disability or Retirement of a
Participant during the Restriction Period, or in other cases of special circumstances (including hardship or other special circumstances
of a Participant whose employment is involuntarily terminated), the Board may elect to waive in whole or in part any remaining
restrictions with respect to all or any part of such Participant's Restricted Stock, if it finds that a waiver would be appropriate.

 
7.5           Except as otherwise provided in this Article VII, no shares of Restricted Stock received by a Participant shall be sold,
exchanged, transferred, pledged, hypothecated or otherwise disposed of during the Restriction Period.

7.6           Upon an Award of Restricted Stock to a Participant, a certificate or certificates representing the shares of such Restricted
Stock will be issued to and registered in the name of the Participant. Unless otherwise determined by the Board, such certificate or
certificates will be held in custody by the Company until (i) the Restriction Period expires and the restrictions or limitations lapse, in
which case one or more certificates representing such shares of Restricted Stock that do not bear a restrictive legend (other than any
legend as required under applicable federal or state securities laws) shall be delivered to the Participant, or (ii) a prior forfeiture by the
Participant of the shares of Restricted Stock subject to such Restriction Period, in which case the Company shall cause such certificate
or certificates to be canceled and the shares represented thereby to be retired, all as set forth in the Participant's Award Agreement.  It
shall be a condition of an Award of Restricted Stock that the Participant deliver to the Company a stock power endorsed in blank
relating to the shares of Restricted Stock to be held in custody by the Company.
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7.7           Except as provided in this Article VII or in the related Award Agreement, a Participant receiving an Award of shares of
Restricted Stock Award shall have, with respect to such shares, all rights of a shareholder of the Company, including the right to vote
the shares and the right to receive any distributions, unless and until such shares are otherwise forfeited by such Participant; provided,
however, the Board may require that any cash dividends with respect to such shares of Restricted Stock be automatically reinvested in
additional shares of Restricted Stock subject to the same restrictions as the underlying Award, or may require that cash dividends and
other distributions on Restricted Stock be withheld by the Company or its Affiliates for the account of the Participant. The Board shall
determine whether interest shall be paid on amounts withheld, the rate of any such interest, and the other terms applicable to such
withheld amounts.

ARTICLE VIII -- STOCK AWARDS

8.1           The Board, in its sole discretion, may from time to time on or after the Effective Date grant Stock Awards to Eligible Persons
in payment of compensation that has been earned or as compensation to be earned, including without limitation compensation awarded
or earned concurrently with or prior to the grant of the Stock Award, subject to the terms and conditions set forth in this Article VIII.

 
8.2           For the purposes of this Plan, in determining the value of a Stock Award, all shares of Common Stock subject to such Stock
Award shall be set in the Award Agreement and may be less than one hundred percent (100%) of the Fair Market Value of the
Common Stock at the Grant Date.

8.3           Unless otherwise determined by the Board and set forth in the related Award Agreement, shares of Common Stock subject to
a Stock Award will be issued, and one or more certificates representing such shares will be delivered, to the Participant as soon as
practicable following the Grant Date of such Stock Award. Upon the issuance of such shares and the delivery of one or more
certificates representing such shares to the Participant, such Participant shall be and become a shareholder of the Company fully
entitled to receive dividends, to vote and to exercise all other rights of a shareholder of the Company. Notwithstanding any other
provision of this Plan, unless the Board expressly provides otherwise with respect to a Stock Award, as set forth in the related Award
Agreement, no Stock Award shall be deemed to be an outstanding Award for purposes of the Plan.

ARTICLE IX -- PERFORMANCE SHARES

9.1           The Board, in its sole discretion, may from time to time on or after the Effective Date award Performance Shares to Eligible
Persons as an incentive for the performance of future services that will contribute materially to the successful operation of the
Company and its Affiliates, subject to the terms and conditions set forth in this Article IX.

9.2           The Board shall determine the terms and conditions of any Award of Performance Shares, which shall be set forth in the
related Award Agreement, including without limitation:

  (a) the purchase price, if any, to be paid for such Performance Shares, which may be zero, subject to such minimum
consideration as may be required by applicable law;

  (b) the performance period (the "Performance Period") and/or performance objectives (the "Performance
Objectives") applicable to such Awards;

  (c) the number of Performance Shares that shall be paid to the Participant if the applicable Performance Objectives
are exceeded or met in whole or in part; and

  (d) the form of settlement of a Performance Share.

9.3           At any date, each Performance Share shall have a value equal to the Fair Market Value of a share of Common Stock.
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9.4           Performance Periods may overlap, and Participants may participate simultaneously with respect to Performance Shares for
which different Performance Periods are prescribed.

 
9.5           Performance Objectives may vary from Participant to Participant and between Awards and shall be based upon such
performance criteria or combination of factors as the Board may deem appropriate, including, but not limited to, minimum earnings per
share or return on equity. If during the course of a Performance Period there shall occur significant events which the Board expects to
have a substantial effect on the applicable Performance Objectives during such period, the Board may revise such Performance
Objectives.

9.6           In the sole discretion of the Board and as set forth in the Award Agreement for an Award of Performance Shares, all
Performance Shares held by a Participant and not earned shall be forfeited by the Participant upon the Participant's Termination of
Service. Notwithstanding the foregoing, unless otherwise provided in an Award Agreement with respect to an Award of Performance
Shares, in the event of the death, Disability or Retirement of a Participant during the applicable Performance Period, or in other cases
of special circumstances (including hardship or other special circumstances of a Participant whose employment is involuntarily
terminated), the Board may determine to make a payment in settlement of such Performance Shares at the end of the Performance
Period, based upon the extent to which the Performance Objectives were satisfied at the end of such period and pro-rated for the
portion of the Performance Period during which the Participant was employed by the Company or an Affiliate; provided, however, that
the Board may provide for an earlier payment in settlement of such Performance Shares in such amount and under such terms and
conditions as the Board deems appropriate or desirable.

9.7           The settlement of a Performance Share shall be made in cash, whole shares of Common Stock or a combination thereof and
shall be made as soon as practicable after the end of the applicable Performance Period.  Notwithstanding the foregoing, the Board in
its sole discretion may allow a Participant to defer payment in settlement of Performance Shares on terms and conditions approved by
the Board and set forth in the related Award Agreement entered into in advance of the time of receipt or constructive receipt of
payment by the Participant.

9.8           Performance Shares shall not be transferable by the Participant. The Board shall have the authority to place additional
restrictions on the Performance Shares including, but not limited to, restrictions on transfer of any shares of Common Stock that are
delivered to a Participant in settlement of any Performance Shares.
 

ARTICLE X -- CHANGES OF CONTROL OR OTHER FUNDAMENTAL CHANGES

10.1           Upon the occurrence of a Change of Control and unless otherwise provided in the Award Agreement with respect to a
particular Award:

  (a) all outstanding Stock Options shall become immediately exercisable in full, subject to any appropriate
adjustments in the number of shares subject to the Stock Option and the Option Price, and shall remain
exercisable for the remaining Option Period, regardless of any provision in the related Award Agreement
limiting the exercisability of such Stock Option or any portion thereof for any length of time;

  (b) all outstanding Performance Shares with respect to which the applicable Performance Period has not been
completed shall be paid out as soon as practicable as follows:

  (i) all Performance Objectives applicable to the Award of Performance Shares shall be deemed to have
been satisfied to the extent necessary to earn one hundred percent (100%) of the Performance Shares
covered by the Award;

  (ii) the applicable Performance Period shall be deemed to have been completed upon occurrence of the
Change of Control;
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  (iii) the payment to the Participant in settlement of the Performance Shares shall be the amount
determined by the Board, in its sole discretion, or in the manner stated in the Award Agreement, as
multiplied by a fraction, the numerator of which is the number of full calendar months of the
applicable Performance Period that have elapsed prior to occurrence of the Change of Control, and
the denominator of which is the total number of months in the original Performance Period; and

  (iv) upon the making of any such payment, the Award Agreement as to which it relates shall be deemed
terminated and of no further force and effect.

  (c) all outstanding shares of Restricted Stock with respect to which the restrictions have not lapsed shall be deemed
vested, and all such restrictions shall be deemed lapsed and the Restriction Period ended.

10.2           Anything contained herein to the contrary notwithstanding, upon the dissolution or liquidation of the Company, each Award
granted under the Plan and then outstanding shall terminate; provided, however, that following the adoption of a plan of dissolution or
liquidation, and in any event prior to the effective date of such dissolution or liquidation, each such outstanding Award granted
hereunder shall be exercisable in full and all restrictions shall lapse, to the extent set forth in Section 10.1(a), (b) and (c) above.

10.3           After the merger of one or more corporations into the Company or any Affiliate, any merger of the Company into another
corporation, any consolidation of the Company or any Affiliate of the Company and one or more corporations, or any other corporate
reorganization of any form involving the Company as a party thereto and involving any exchange, conversion, adjustment or other
modification of the outstanding shares of the Common Stock, each Participant shall, at no additional cost, be entitled, upon any
exercise of such Participant's Stock Option, to receive, in lieu of the number of shares as to which such Stock Option shall then be so
exercised, the number and class of shares of stock or other securities or such other property to which such Participant would have been
entitled to pursuant to the terms of the agreement of merger or consolidation or reorganization, if at the time of such merger or
consolidation or reorganization, such Participant had been a holder of record of a number of shares of Common Stock equal to the
number of shares as to which such Stock Option shall then be so exercised. Comparable rights shall accrue to each Participant in the
event of successive mergers, consolidations or reorganizations of the character described above. The Board may, in its sole discretion,
provide for similar adjustments upon the occurrence of such events with regard to other outstanding Awards under this Plan. The
foregoing adjustments and the manner of application of the foregoing provisions shall be determined by the Board in its sole discretion.
Any such adjustment may provide for the elimination of any fractional shares which might otherwise become subject to an Award. All
adjustments made as the result of the foregoing in respect of each Incentive Stock Option shall be made so that such Incentive Stock
Option shall continue to be an Incentive Stock Option, as defined in Section 422 of the Code.

 
ARTICLE XI -- AMENDMENT AND TERMINATION

11.1           Subject to the provisions of Section 11.2, the Board of Directors at any time and from time to time may amend or terminate
the Plan as may be necessary or desirable to implement or discontinue the Plan or any provision hereof.  To the extent required by the
Act or the Code, however, no amendment, without approval by the Company's shareholders, shall:

  (a) materially alter the group of persons eligible to participate in the Plan;

  (b)  except as provided in Section 3.4, change the maximum aggregate number of shares of Common Stock that are
available for Awards under the Plan;

  (c) alter the class of individuals eligible to receive an Incentive Stock Option or increase the limit on Incentive Stock
Options set forth in Section 4.1(d) or the value of shares of Common Stock for which an Eligible Employee may
be granted an Incentive Stock Option.
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11.2           No amendment to or discontinuance of the Plan or any provision hereof by the Board of Directors or the shareholders of the
Company shall, without the written consent of the Participant, adversely affect (in the sole discretion of the Board) any Award
theretofore granted to such Participant under this Plan; provided, however, that the Board retains the right and power to:

  (a)  annul any Award if the Participant is terminated for cause as determined by the Board; and

  (b)  convert any outstanding Incentive Stock Option to a Nonqualified Stock Option.

11.3           If a Change of Control has occurred, no amendment or termination shall impair the rights of any person with respect to an
outstanding Award as provided in Article X.

  
ARTICLE XII -- MISCELLANEOUS PROVISIONS

12.1           Nothing in the Plan or any Award granted hereunder shall confer upon any Participant any right to continue in the employ
of the Company or its Affiliates or to serve as a Director or shall interfere in any way with the right of the Company or its Affiliates or
the shareholders of the Company, as applicable, to terminate the employment of a Participant or to release or remove a Director at any
time.  Unless specifically provided otherwise, no Award granted under the Plan shall be deemed salary or compensation for the purpose
of computing benefits under any employee benefit plan or other arrangement of the Company or its Affiliates for the benefit of their
respective employees unless the Company shall determine otherwise.  No Participant shall have any claim to an Award until it is
actually granted under the Plan and an Award Agreement has been executed and delivered to the Company.  To the extent that any
person acquires a right to receive payments from the Company under the Plan, such right shall, except as otherwise provided by the
Board, be no greater than the right of an unsecured general creditor of the Company. All payments to be made hereunder shall be paid
from the general funds of the Company, and no special or separate fund shall be established and no segregation of assets shall be made
to assure payment of such amounts, except as provided in Article VII with respect to Restricted Stock and except as otherwise provided
by the Board.
  
12.2           The Plan and the grant of Awards shall be subject to all applicable federal and state laws, rules, and regulations and to such
approvals by any government or regulatory agency as may be required. Any provision herein relating to compliance with Rule 16b-3
under the Act shall not be applicable with respect to participation in the Plan by Participants who are not subject to Section 16 of the
Act.

12.3           The terms of the Plan shall be binding upon the Company, its successors and assigns.

12.4           Neither a Stock Option nor any other type of equity-based compensation provided for hereunder shall be transferable except
as provided for in Section 6.2. In addition to the transfer restrictions otherwise contained herein, additional transfer restrictions shall
apply to the extent required by federal or state securities laws.  If any Participant makes such a transfer in violation hereof, any
obligation hereunder of the Company to such Participant shall terminate immediately.

12.5           This Plan and all actions taken hereunder shall be governed by the laws of the State of Nevada.

12.6           Each Participant exercising an Award hereunder agrees to give the Board prompt written notice of any election made by
such Participant under Section 83(b) of the Code, or any similar provision thereof.

12.7           If any provision of this Plan or an Award Agreement is or becomes or is deemed invalid, illegal or unenforceable in any
jurisdiction, or would disqualify the Plan or any Award Agreement under any law deemed applicable by the Board, such provision shall
be construed or deemed amended to conform to applicable laws, or if it cannot be construed or deemed amended without, in the
determination of the Board, materially altering the intent of the Plan or the Award Agreement, it shall be stricken, and the remainder of
the Plan or the Award Agreement shall remain in full force and effect.

 

15



 

12.8           The grant of an Award pursuant to this Plan shall not affect in any way the right or power of the Company or any of its
Affiliates to make adjustments, reclassification, reorganizations, or changes of its capital or business structure, or to merge or
consolidate, or to dissolve, liquidate or sell, or to transfer all or part of its business or assets.

12.9           The Plan is not subject to the provisions of ERISA or qualified under Section 401(a) of the Code.

12.10         If a Participant is required to pay to the Company an amount with respect to income and employment tax withholding
obligations in connection with (i) the exercise of a Nonqualified Stock Option, (ii) certain dispositions of Common Stock acquired
upon the exercise of an Incentive Stock Option, or (iii) the receipt of Common Stock pursuant to any other Award, then the issuance of
Common Stock to such Participant shall not be made (or the transfer of shares by such Participant shall not be required to be effected,
as applicable) unless such withholding tax or other withholding liabilities shall have been satisfied in a manner acceptable to the
Company.  To the extent provided by the terms of an Award Agreement, 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: (i) tendering a cash payment; (ii) 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 (iii) delivering to the Company owned and unencumbered shares of Common Stock.
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FOR IMMEDIATE RELEASE

 
LUCAS ENERGY ANNOUNCES FISCAL 2014 THIRD QUARTER RESULTS

Company Engages Investment Banking Firm
CEO Anthony C. Schnur Appointed to Board of Directors

HOUSTON, TEXAS – February 18, 2014 – Lucas Energy, Inc. (NYSE MKT: LEI) (“Lucas” or the “Company”), an independent oil
and gas company with its operations in Texas, has announced its fiscal 2014 third quarter and year to date results for the three and nine-
month periods ending December 31, 2013 and the filing of its Quarterly Report on Form 10-Q.
 
Anthony C. Schnur, Lucas Energy’s Chief Executive Officer, stated, “Over the course of the past twelve months, our management team
has successfully executed on our near-term objectives of repositioning the Company to a stronger financial and operational state.
 
“Initiatives to lower overall costs have successfully resulted in substantive decreases in both operating and general and administrative
(G&A) expenses over the past nine months.  Year-to-date, our respective lease operating expenses (LOE) and G&A were 44% and
39% lower, respectively, than the same nine-month period last fiscal year.  December 2013 produced the lowest basic LOE and G&A
monthly results Lucas has delivered in over thirty six months.
 
“In the transition from fixing a company to building one, we have examined the state of our industry, the various opportunities in our
sector and the Company’s specific prospects for future growth.  Companies with more scale in our specific geology can spread fixed
operating expenses over a larger base of production and access more favorable financing terms – ultimately resulting in higher per
share valuations,” concluded Mr. Schnur.
 
The Company has engaged an investment banking firm and is actively reviewing a number of opportunities to accelerate development
of its five million barrels of proved Eagle Ford and other oil reserves.  These potential opportunities include, but are not limited to,
strategic partnership(s), asset or corporate acquisitions, and/or merger opportunities.  To date, we have not entered into any pending or
definitive transactions.
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Fiscal 2014 Third Quarter Results
 
For the fiscal 2014 third quarter, Lucas reported a net loss of $1.1 million, or ($0.04) per diluted share compared to a net loss of $2.7
million or ($0.10) per diluted share for the fiscal 2013 third quarter, or an improvement of $1.6 million for the period.
 
Net operating revenues in the fiscal 2014 third quarter were $1.4 million, of which all were derived from crude oil sales, down from the
$1.9 million net operating revenues in the same period last year and $1.2 million in the 2014 fiscal second quarter.  The decline in
revenues during the quarter was largely due to the lost revenues from producing wells sold in the Baker Deforest unit and certain
properties conveyed to Nordic Oil in the fourth quarter of fiscal 2013.  The impact of these events reduced our revenues by about $0.5
million, or approximately 29%, during the fiscal 2014 third quarter compared to the fiscal 2013 third quarter, and lower commodity
prices impacted our revenues by another $154,000 during that period.
 
Overall lease operating expenses (LOE) in the fiscal 2014 third quarter fell 45% from the fiscal 2013 third quarter to $0.6 million
primarily as a result of a 53% decrease in direct operating expenses related to continued cost cutting initiatives and improved operating
efficiencies.  Sequentially, LOE dropped 23% from the fiscal 2014 second quarter LOE of $0.7 million.  G&A expenses of just under
$1.0 million for the quarter were 59% less than G&A expenses of $2.3 million in the third quarter of last year and 18% lower than the
fiscal 2014 second quarter G&A of $1.2 million.
 
Average production during the fiscal 2014 third quarter was 158 net barrels of oil per day (BOPD), all of which was crude oil sales,
compared to 131 net BOPD in the fiscal second quarter of 2014.  Production from the Austin Chalk well cleanout program contributed
to the increase, but was partially offset by non-marketed oil production that remained in inventory and was not sold due to temporary
infrastructure constraints.
 
Fiscal 2014 Year-to-Date Results
 
Operating revenues in the first nine months fiscal 2014 were $4.1 million, of which all were derived from crude oil sales, down from
the $6.4 million net operating revenues in the same period last year.  The decline in revenues year to date was largely due to the lost
revenues from producing wells sold or conveyed in the fourth quarter of fiscal 2013.  The impact of these asset sales reduced our
revenues by about $2.3 million, or approximately 36%, during the fiscal 2014 nine-month period, and lower commodity prices
impacted our revenues by another $40,000.
 
Year-to-date 2014 LOE fell 44% from the same nine-month period last year.  G&A expenses during the first nine months of fiscal 2014
of $3.2 million were 39% lower than the $5.2 million G&A expenses during the first nine months of fiscal 2013.
 
Average production year-to-date during the fiscal 2014 third quarter was 150 net BOPD, all of which was crude oil sales.  Average
production during the first nine months of fiscal 2013 was 243 net BOPD, which included production that has since been assigned or
sold with the Nordic and Baker Deforest transactions.

Appointment of Anthony C. Schnur to Board of Directors
 
The Company also announced today that, effective February 14, 2014, the Lucas Board of Directors increased the number of members
of the Board of Directors from five to six members and appointed Anthony C. Schnur, the President, Chief Executive Officer, Interim
Chief Financial Officer, Interim Treasurer and Interim Secretary of the Company as a member of the Board of Directors.
 
Mr. Schnur joined the Company as the Chief Financial Officer on November 1, 2012 before replacing the outgoing CEO in December
2012.  The Board of Directors believes that Mr. Schnur’s extensive experience in the oil and gas industry, as well as his knowledge of
the Company’s operations, makes Mr. Schnur a valued addition to the Board of Directors. 
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LUCAS ENERGY, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

                         
    Three Months Ended     Nine Months Ended  
    December 31,     December 31,  
    2013     2012     2013     2012  
Operating Revenues                        

Crude Oil  $ 1,360,131   $ 1,898,863   $ 4,070,060   $ 6,314,279 
Natural Gas    -     29,032     -     64,230 
     Total Revenues  $ 1,360,131   $ 1,927,895   $ 4,070,060   $ 6,378,509 

Operating Expenses                        
 Lease Operating Expenses    553,678     1,002,920     1,741,664     3,085,826 
 Severance and Property Taxes    69,545     101,688     220,225     329,068 
 Depreciation, Depletion,                          
    Amortization, and Accretion    601,950     884,010     1,700,962     2,882,338 
 General and Administrative    951,332     2,338,493     3,206,589     5,233,542 
     Total Expenses    2,176,505     4,327,111     6,869,440     11,530,774 

Operating Loss  $ (816,374)  $ (2,399,216)  $ (2,799,380)  $ (5,152,265)
                         
Other Expense (Income)                            

Interest Expense    304,592     343,969     855,119     1,035,498 
Other Expense (Income), Net    9,968     4,081     (20,268)    (11,806)
     Total Other Expenses    314,560     348,050     834,851     1,023,692 

                         
Net Loss  $ (1,130,934)  $ (2,747,266)  $ (3,634,231)  $ (6,175,957)

                            
Net Loss Per Share                        

Basic and Diluted  $ (0.04)  $ (0.10)  $ (0.13)  $ (0.25)
                         

Weighted Average Shares Outstanding                        
Basic and Diluted    29,961,338     26,735,814     28,133,842     24,557,335 
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LUCAS ENERGY, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

 
    December

31
    March 31,  

    2013     2013  
    (Unaudited)        

ASSETS  
Current Assets            

Cash  $ 1,450,756   $ 450,691 
Cash - Restricted    150,000     - 
Accounts Receivable    701,651     832,801 
Inventories    112,677     64,630 
Other Current Assets    433,795     337,860 

Total Current Assets    2,848,879     1,685,982 
             
Property and Equipment            
Oil and Gas Properties (Full Cost Method)    49,192,699     44,709,800 
Other Property and Equipment    360,779     552,154 

Total Property and Equipment    49,553,478     45,261,954 
Accumulated Depletion, Depreciation and Amortization    (10,786,811)    (9,204,649)
      Total Property and Equipment, Net    38,766,667     36,057,305 

Other Assets    389,636     - 
Total Assets  $ 42,005,182   $ 37,743,287 
               

LIABILITIES AND STOCKHOLDERS' EQUITY  
Current Liabilities              
Accounts Payable  $ 2,609,729   $ 3,696,848 
Common Stock Payable    18,280     17,502 
Accrued Expenses    332,391     501,809 
Advances From Working Interest Owners    -     1,384,085 
Asset Retirement Obligation, current    -     73,621 
Notes Payable    2,000,194     875,000 

Total Current Liabilities    4,960,594     6,548,865 
             
Asset Retirement Obligation    939,297     851,873 
Long-term Notes Payable    5,398,503     - 
Commitments and Contingencies (see Note 10)            
               
Stockholders' Equity            
Preferred Stock Series A, 2,000 Shares Authorized of              

$0.001 Par, 2,000 Shares Issued and Outstanding    3,095,600     3,095,600 
Common Stock, 100,000,000 Shares Authorized of $0.001 Par,              

30,002,874 Shares Issued and 29,965,974 Outstanding Shares             
at December 31, 2013 and 26,751,407 Issued and 26,714,507             
Outstanding Shares at March 31, 2013, respectively    30,002     26,751 

Additional Paid in Capital    52,965,728     48,970,509 
Accumulated Deficit    (25,335,383)    (21,701,152)
Common Stock Held in Treasury, 36,900 Shares, at Cost    (49,159)    (49,159)
        Total Stockholders' Equity    30,706,788     30,342,549 

Total Liabilities and Stockholders' Equity  $ 42,005,182   $ 37,743,287 

 
Please refer to the Company’s Quarterly Report on Form 10-Q for the quarter ended December 31, 2013, filed at www.sec.gov for
complete financial statements, footnotes and results of operations including management’s discussion and analysis of financial
condition and results of operations.
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About Lucas Energy, Inc.
 
Lucas Energy is an asset-rich, independent oil and gas company developing its acreage positions in the Eagle Ford, Austin Chalk, Buda
and Glen Rose resource plays in central Texas.  Based in Houston, Texas, Lucas Energy’s management team is committed to creating
shareholder value through developing its asset base, improving operating efficiencies, and building a strong balance sheet.

For more information, please visit the updated Lucas Energy web site at www.lucasenergy.com.
 
Safe Harbor Statement and Disclaimer

This news release includes “forward looking statements” within the meaning of Section 27A of the Securities Act of 1933, as amended,
and Section 21E of the Securities Exchange Act of 1934, as amended.  Forward looking statements give our current expectations,
opinion, belief or forecasts of future events and performance.  A statement identified by the use of forward looking words including
“may,” “expects,” “projects,” “anticipates,” “plans,” “believes,” “estimate,” “should,” and certain of the other foregoing statements
may be deemed forward-looking statements.  Although Lucas believes that the expectations reflected in such forward-looking
statements are reasonable, these statements involve risks and uncertainties that may cause actual future activities and results to be
materially different from those suggested or described in this news release.  These include risk inherent in natural gas and oil drilling
and production activities, including risks of fire, explosion, blowouts, pipe failure, casing collapse, unusual or unexpected formation
pressures, environmental hazards, and other operating and production risks, which may temporarily or permanently reduce production
or cause initial production or test results to not be indicative of future well performance or delay the timing of sales or completion of
drilling operations; delays in receipt of drilling permits; risks with respect to natural gas and oil prices, a material decline in which
could cause Lucas to delay or suspend planned drilling operations or reduce production levels; risks relating to the availability of
capital to fund drilling operations that can be adversely affected by adverse drilling results, production declines and declines in natural
gas and oil prices; risks relating to unexpected adverse developments in the status of properties; risks relating to the absence or delay in
receipt of government approvals or fourth party consents; and other risks described in Lucas’s Annual Report on Form 10-K and other
filings with the SEC, available at the SEC’s website at www.sec.gov. Investors are cautioned that any forward-looking statements are
not guarantees of future performance and actual results or developments may differ materially from those projected. The forward-
looking statements in this press release are made as of the date hereof. The Company takes no obligation to update or correct its own
forward-looking statements, except as required by law, or those prepared by third parties that are not paid for by the Company. The
Company's SEC filings are available at http://www.sec.gov.
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