
WARD PETROLEUM CORPORATION
BOX 1187/502S FILLMORE/ENID OKLAHOMA737O2/(580)234 3229
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December11, 2007

CD

Top Hat PlanExemption
PensionandWelfareBenefitsAdministration
RoomN-5644
U.S. DepartmentofLabor CD

200 ConstitutionAvenue,N.W.
Washington,D.C.. 20210

DearSir/Madam:

Pursuantto thereportinganddisclosurerequirementsofTitle I of ERISAunderDepartmentof
LaborRegulationsat29 C.F.R.Sec.2520.104-23for unfundedplansmaintainedby anemployer
for aselectgroupofmanagementorhighly compensatedemployees,pleasebeadvisedthatWard
PetroleumCorporationmaintainsthefollowing planprimarily for thepurposeofproviding
deferredcompensationto suchemployees:

NameofPlan: WardPetroleumCorporationStockAppreciationRightsPlan

Thenumberofcurrentplanparticipants:4

TheemployeridentificationnumberofWardPetroleumCorporationis 73-0800775,andthe
addressis 502S. Fillmore,Enid,OK 73703.

A copyoftheplandocumentasamendedandrestatedon 11/30/07is attached.

Pleaselet usknow if you haveanyquestionsorcomments.

Sincerely,

RichardR. Tozzi, C)
ExecutiveVicePreside
WardPetroleumCorporation

Telecopy Nos.: Accounting/Land 580-242-6850 Engineering 580-234-3780 . Geology 580-234-6237



Ward Petroleum Corporation
StockAppreciation RightsPlan

WardPetroleumCorporation(hereinaftertheCompany)hasheretoforemaintaineda

planorpolicy pursuantto whichUnits (hereinafterSAR Units) weregrantedto RichardR.

Tozzi,akey Companyemployeeandofficer. SaidSARUnitsentitledTozzi acompensatory

bonusandto deferredcompensationmeasuredby theearningsoftheCompanyssharesof

commonstockandappreciationin valueoftheCompanyscommonstock. TheCompany

desiresto continuetheaforesaidplanandpolicy andto extendit to additionalselectedkey

Companymanagementemployees.In thisregard,theCompanyherebyadoptsthis Planto be

knownasthe WPCSARPlan, to beadministeredandgovernedby thefollowing termsand

provisions.

A. PurposeofPlanThepurposesofthisPlanareto providean incentiveto, andareward

for certainkey employees(selectedashereinaftersetforth) ofWardPetroleum

Corporation,andits majorityownedsubsidiaries,to providean incentivefor selected

employeesto expandandimprovetheprofits andprosperityofthe Companyandits

Subsidiaries,andto assisttheCompanyin attractingandretainingkeypersonnelby

grantingto suchemployeescertainrights (subjectto all thetermsandprovisionsofthis

Plan)to participatein future earningsoftheCompanyandgrowth in valueof the

Company,all asexpresslysetforth in this Plan. It is expresslyunderstoodthat neither

theadoptionofthis Plannorthe issuanceofanySARUnitsorrightsattachedtheretoas

setforth hereundershallbe construedasentitlinganyemployeeto anycontinued

employmentsrightsor to the rightsofastockholderin the Company,it beingthe

intentionhereofonly to adoptaplanofincentivebonusanddeferredcompensationandt

measuresuchcompensationbytheearningsoftheCompanyandfuture appreciationof

thevalueofthestockoftheCompanyall ashereinaftermorefully setforth, but to in no

otherrespectalter therelationshipbetweentheCompany,its Subsidiariesandthe

selectedkey employeesto oneanotherthanthat ofemployer/employee.
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B. Definitions

Adjusted EquityValue shallmeantheTotalStockholderEquityofthe

Companydeterminedannuallyfor financial statementpurposescomputedona

consolidatedbasisin accordancewith generallyacceptedaccountingprinciples

consistentlyappliedfrom yearto year,reducedby (i) thenetbookvalueof

CompanyorAffiliate ownedoil andgaspropertiesreflectedon thefinancial

statementoftheCompany,and(ii) thenetbookvalueoftheCompanys

ownershipofFrontierEnergyServices,LLC; andincreasedby thevalueof

CompanyownedandtheCompanysproportionateshareofAfffliates ownedoil

andgasreservesdeterminedbytheannualreservestudyperformedin-houseby

Companystafffor internalusebasedongoal valuationassumptions,excluding

proveddevelopednon-producingreserves(PDNP)andprovedundeveloped

reserves(PUD). No valueshallbe attributableto thevalueofFrontierEnergy

Services,LLC or to thegoodwill, goingconcernor similar intangiblesofthe

Company. Forpurposesof definingAdjustedEquityValue,theterm

Affiliates shallmeanany interestin a limited liability company,partnership,

corporationorjoint ventureownedby theCompany,thenetworthofwhichis

reflectedon theCompanysfinancial statement.

2. Board shallmeantheBoardofDirectorsoftheCompany.

3. CompanyshallmeanWardPetroleumCorporation,anOklahomacorporation.

4. Disability An employeeshallbeconsidereddisabledif theemployee:

(i) is unableto engagein anysubstantialgainful activity by reasonof

anymedicallydeterminablephysicalormentalimpairmentwhich
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canbe expectedto resultin deathorcanbeexpectedto last for a

continuousperiodofnotlessthan 12 months,or

(ii) is, byreasonofanymedicallydeterminablephysicalormental

impairmentwhich canbeexpectedto resultin deathorcanbe

expectedto last for a continuousperiodofnot lessthan12 months,

receivingincomereplacementbenefitsfor aperiodofnotless

than3 monthsunderanaccidentandhealthplancoveringemployees

oftheparticipantsemployer.

5. Net Income,afterIncomeTax oftheCompanyshallbe its netincomeafter

appropriateadjustmentshavebeenmadeto reflect currentanddeferredcharges

for incometaxasreflectedon its annualfinancial statementspreparedbasedon

generallyacceptedaccountingprinciplesconsistentlyappliedby theCompany,

providedhowever,saidnetincomeshallbe speciallyadjustedto reflect any

proceeds(net of incometax charges)from thesaleofoil andgaspropertiesofthe

Companyor its affiliate, WardX, LLC whicharenototherwisereflectedin the

Companysnetincomefor financial statementpurposes.

6. ParticipantshallmeananyofficeroremployeeoftheCompanyto whoma

SARunit is grantedunderthePlan

7. Plan shallmeanthis WardPetroleumCorporation,StockAppreciationRights

Plan.

8. Plan Transaction DateshallmeantheCompanysfiscal yearendusedfor

financialreportingpurposeswhich is currentlyJanuary31St

9. SARUnit shallmeanthatunit ofmeasureutilized in computingtheamountof

additionalcompensationattributableto aParticipantunderthePlan.
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C. Participat~on.Five Thousand(5,000) totalSARUnits shallbe establishedunderthis

Plan. This~is equivalentto thetotal numberofvotingandnon-votingcommonsharesof

theComp~nycurrentlyoutstanding.EachSARUnit shallbe valuedassetforth in

Paragrapl~E below. The boardmay,uponrecommendationofthe Presidentofthe

Company,grantSARUnits to officersandkeyemployees.SaidSARUnitsshallbe

grantedto ~e1ectedemployeesbyparticipationagreementwith aParticipantin suchform

astheBoardshall,from time to time approve. EachparticipationagreementandSAR.

Units shal1~complywith andbesubjectto theprovisionssetforth belowin thisPlan. All

grantsof S~ARUnitsandanyredemptionsof saidUnits shalloccuron thePlan

TransactithiDateofeachyear.

D. Natureof~Ri2hts.The contractualrightsrepresentedbytheSARUnitsareintendedto

beusedsoelyasadevicefor themeasurementandthedeterminationoftheamountto be

paidto Paiticipantsasadditionalcompensationasprovidedin theprovisionsofthis Plait

The SAR~Jnitsshallnotconstituteorbetreatedaspersonalpropertyor asatrustfundof

anykind. All Participantsrightshereunderarelimitedexclusivelyto therightto receive

compensa~ionin theamountandsubjectto thetermsashereinprovided. The Company

may issue~dditionalsharesofits authorizedandunissuedstockandmayotherwise

recapitaliz~withoutadjustingtherightsattributableto anySARunit orotherwisebe

requiredtc~takeinto considerationtheeffecton apreviouslyissuedSARUnit. Upon

issueofUi~itsto Participant,theCompanymayprovidefor immediatevestingorvesting

at a laterd~te.Vestingrightsshall only matureif theParticipantis anEmployeeofthe

Company~nthedesignatedvestingdate. UponTerminationof theParticipantpursuant

to Paragr4hF.!, all non-vestedSARUnits shallbe surrenderedto theCompanyat no

redemptioi~ivalue.

E. Valuation~of SARUnits. The valuationofeachSARUnits oneachPlanTransaction

Dateshall~ethepershareAdjustedEquity Value oftheCompanyasofthePlan
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Transactin DateascertifiedbytheTreasureroftheCompany. ThepershareAdjusted

EquityV~lueshallbedeterminedby dividing theAdjustedEquityValue oftheCompany

bytheFii Thousand(5,000)SARunitsestablishedunderthis Plan.

F. Redemoton of SARUnits.

U1 on Termination. In theeventaParticipantshallceaseto bean employeeof

th Companyfor anyreason,including,but notlimited to death,disability, or

vo untaryor involuntaryterminationofemployment(any ofwhich eventis

he einafterreferredto asTermination),all fully vestedSARUnits heldby the

tei ninatingParticipantshallberedeemedby theCompanyfor an amountequalto

th excessoftheSARUnit valueasoftheapplicabledeterminationdate,overthe

S RUnit valueon theeffectivedatetheSARUnit wasgranted(the redemption

pr cc). For purposesofcomputingappreciation,ashereinsetforth, theSAR

Ui it value,asdeterminedonthePlanTransactionDate immediatelypreceding

Te mination,shallbeused. All non-vestedSARUnitsheldby theterminating

Pa ticipantshallbe surrenderedto theCompanyat no redemptionvalue.

2. (ther eventswhich may result in redemptionofSAR units. Thefollowing

ev ntswill alsoresultin acall for redemptionofvestedSARunitsheldby a

Pa ticipant:

a. A changein theownershiporeffectivecontrolof WardPetroleum

Corporation,orachangein theownershipofasubstantialportionofthe

assetsofWardPetroleumCorporation,asfurtherdefinedin Treasury

RegulationSection1 .409A-3(i)(5)(Notethatthis includes,amongother

transactionsandin verysimplified terms,greaterthan50%ownership

changesbutexcludesrelatedpartytransfers)

b. To theextentthatamountsunderthisplanaredeemedto be currently
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Taxabledueto adeterminationthatsomeportionorall ofthisSAR Plan

violatesrequirementsundersection409AoftheInternalRevenueCodeof

1986,asamended.

Uponsuc] call for redemption,eachParticipantshalloffer for redemptionall ofhisor

heroutstandingS ~RUnitswhicharefully vested.Uponbeingcalled for redemptionby the

Company,theval teoftheSARUnit, for purposesofcomputingappreciationandredemption

price, shallbe thevalue determinedon thePlanTransactionDateimmediatelyprecedingthedate

whichsaidUnits recalledby theCompany.All outstandingSARUnits shallberedeemedby

theCompanyupo terminationofthisPlan in accordancewith TreasuryRegulationSec.

1 .409A-3(j)(4)(ix.

G. Manner Redemption. The Companyshallexercisetherightofredemptiongrantedin

ParagraphF aboveby giving writtennoticeofsuchexerciseto theParticipantat the

addressse forth in Paragraph0,below.

H. (IntentionIly left blank)

I. Comnutaion andPayment Upon Redemptionof SAR. Thecomputationsofthe SAR

Unit value andredemptionamountshallbemadeby thechieffinancialofficerofthe

Company softhePlanTransactionDateonwhich avaluationis requiredunderthis

Agreemen.Paymentoftheredemptionprice,asdeterminedpursuantto ParagraphF,

shallbem de at leastsix monthsafterTermination,asdefmedunderParagraphF.1 ofthe

Plan,but~ jor to eightmonthsafterTermination,asdefinedunderParagraphF.1 ofthe

Plan. In ~eeventofTerminationby reasonofthedeathoftheParticipant,thenthe

proceedsc theredemptionshallbe paid to thebeneficiarydesignatedin writing by the

Participan, or if no designationis made,thento theduly appointedpersonal

representaiveofsaidParticipant.
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In theeventofaredemptionof SARUnitspursuantto anyprovisionofthis Agreement,

wheretheaggregateredemptionpricepayableto aParticipant(orhis orherdesignated

beneficiary)shallexceed$500,000thentheCompanyshallbe entitledat its optionto electto

payonethird (1/3rd) downandtheremainingamountowedin two equalannualinstallmentsof

principal thefirst ofwhich beingdueone(1) yearfrom thedateoftheinitial payment. Interest

shallaccrueontheunpaidbalanceatarateequalto theratebeingchargedby the Companys

lendinginstitutionon its primary workingcapital line ofcredit thenin placeto beadjustedfrom

time to time in the samemannerastheCompanyssaidline of creditor if theCompanyhasno

workingcapitalline ofcredit,thenat theprimeratepublisheddaily by theWall StreetJournal

for commercialloans,to be adjustedonthefirst dayofeachcalendarquarter.

J. WithholdingofTaxes. Thereshall be deductedfrom anypaymentmadewhichis

attributableto theredemptionofanySARUnit oranyincentivebonuspaidpursuantto

ParagraphK hereof,anyamountoftax requiredby angovernmentalauthorityto be

withheldorpaidoverby theCompanyto suchgovernmentalauthorityfor theaccountof

theParticipant(or designatedbeneficiary(s))entitledto suchdistribution.

K. IncentiveBonus. EachParticipantshallbepaidan annualIncentiveBonusequalto the

persharenetincome,afterincometax, oftheCompanymultipliedtimesthenumbero

SARUnits held by theParticipanton saidfiscal yearend,whetherornotvested.The

IncentiveBonusshallbepaidwithin seventy-five(75)daysofsaidfiscal yearend. The

persharenet incomeoftheCompanyshallbe computedin accordancewith generally

acceptedaccountingprinciplesconsistentlyappliedandshallbe determinedbythechief

financialofficeroftheCompany.If theexactamountcannotbedeterminedwithin

seventy-fivedaysofyearend,paymentcanbemadebasedon aninitial projectedamount

to beadjustedto actualasquickly aspracticable.

L. AmendmentandTermination. The Board,by resolution,mayterminate,amendor
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revisethe I lanwith respectto anySARUnits whichhavenotbeengranted. The Board

maynot,v ithout theconsentoftheParticipant,alteror impair anyrightsattributableto a

SARUnit reviouslygrantedunderthePlan. Thisplanis intendedto conformto the

requiremeltsof Sec.409Aofthe InternalRevenueCodeof 1986,asamended,aswell as

regulation~and/orrulingspromulgatedthereunder.ThePlanmayberevised,altered,or

otherwise;iodified to meettheserequirements.

M. Agreeme~: andRepresentationof Participants. As aconditionto thegrantofany

SARUnit, it isexpresslyacknowledgedbytheParticipants,thatneithertheCompanynor

its officersordirectors,nor anyofits shareholders,shallhaveanyobligation,expressed

orimplied to maximizeCompanynetworth, orAdjustedEquityValue, andit is

acknowlec~edthatthe Companymaymakecertainbusinessdecisionsdeemed

appropriat by theCompany,withoutregardto theeffecton theredemptionpriceofSAR

Unitsto b~paid to Participantspursuantto this Plan. Furthermore,theParticipants

expressly cknowledgeandrepresentthattheCompanyshallhaveno obligation,either

expressedr implied, to continuetheemploymentofsaidParticipantasaresultofhisor

herpartici ationunderthisPlan.

N. Nonassigiqbilitv andBinding Effect. The StockAppreciationRights,representedby

theSAR 1 nitsgrantedpursuanttothis Plan,shallnotbetransferrableotherthanby Will

orbythe l~w ofdescentanddistribution,andduringthe Participantslifetime shallbe

exercisabl only by suchParticipant.A Successorin interestto anyright attributableto

an SARU it shallbe boundto thetermsandconditionsofthePlanandanyparticipation

agreementbetweentheCompanyandtheoriginal Participant.

0. Notice to arties. All notices,andotherwritten correspondence,will beservedby

registered ~rcertifiedmail, returnreceiptrequested,if to theCompany,asfollows:

WardPetr leumCorporation
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P.O.Box 187

Enid,Okh ioma73702

Attn: Will amC. Ward

or, if to a] articipant,to theaddressprovidedto theCompanyby saidParticipantat the

time theS. LR Unit isgrantedandassubsequentlyadvisedby theParticipant,in writing.

Unlessoth ~rwiseprovidedin this Plan,noticeswill be deemedto havebeengivenon the

datethen tice isplacedin theUnited StatesMail, properlyaddressedandwith postage

prepaid.

P. Effective I ateofPlan. ThisAmendedandRestatedWPC SARPlansupercedesthat

prior WP( SARPlanthatwasdatedasapprovedbyActionsoftheBoardofDirectorsof

thecompa .y on the3lS~dayofOctober,2005. The Planshallbeeffectivefrom the date

that theP1 aisapprovedby theBoard.

Approved y ActionsoftheBoardon the ~ dayof______________________

2007.

w~(~.
William C. Ward, President

Agreedto nd acceptedby:

~ C ~ // ~
William C. Ward,Participant Date
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______ ___________ //~~
RichardR.Tozzi,Participant~ Date

____ ii/aWo~
David S. Rippee, ~~iant Date

GilbertTompson,Part~ipant Date
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