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June 24, 2010

Re: Appraisal of Certain Proved Producing, Behind Pipe, Undeveloped: Probable and
Possible Oil and Gas Mineral Interests in Various Wells and Fields in Louisiana and
Belonging to Meridian Resources USA, as of April 1, 2010

Dear Mr. Childers/ Mr. Gutteridge:

In accordance with your request, D-O-R Engineering, Inc. (‘D-O-R") has
prepared an evaluation of Proved (Producing, Behind Pipe and Undeveloped), Probable
and Possible oil and gas reserves and future net income which could be received by
Meridian Resources USA ("Meridian") from the various fields owned by Meridian in
Louisiana. The income projections incorporate the NYMEX price projections, as of April
1, 2010. The results of this evaluation are summarized below:

NYMEX APRIL 1, 2010 Price Projections:

PROVED RESERVES

PRODUCING  BEHIND PIPE _ UNDEVELOPED  TOTAL
NET OIL, MBBLS 97.5 245.8 272.1 616.4
NET GAS, MMCF 734.0 419.0 1,949.6 3,102.6
FUTURE NET INCOME, M$ 9,506 16,154 22,228 47,889
PV10%, M$ 8,157 10,368 12,742 31,267
PROBABLE & POSSIBLE RESERVES
PROBABLE POSSIBLE TOTAL
NET OIL, MBBLS 148.3 827.3 975.6

NET GAS, MMCF 356.7 64,505.2 64,861.9

FUTURE NET INCOME, M$ 10,357 391,683 402,040

PV10%, M$ 6,178 272,973 279,151

TOTAL RESERVES (PROVED, PROBABLE & POSSIBLE)

TOTAL
NET OIL, MBBLS 1,591.0
NET GAS, MMCF 67,964.5
FUTURE NET INCOME, M$ 449,929
PV10%, M$ 310,418

REGISTERED PETROLEUM ENGINEERS
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Discussion

Meridian has mineral interest in two (2) Fields in Louisiana, the East Lake Verret
Field and the East White Lake Field. In the East Lake Verret Field, there are six (6)
producing wells two (2) Behind Pipe re-completions and four (4) recognized
undeveloped locations.

There are five (5) Proved Undeveloped wells at East Lake Verret Field that have
been identified and are included in this evaluation. The McKerall No. 1ST Well,
McKerall No. 3ST Well, McKerall No. 4 Well, Simmons No. 2ST Well and the Simmons
No. 4 Well are projected to develop and recover these reserves.

There are three (3) Probable wells at East Lake Verret Field that have been
identified and are included in this evaluation. The McKerral No. 3 RL5 Offset Well, the
Simmons No. 2ST Well and the Simmons No. 4 RL3A Offset Well are projected to
develop and recover these reserves.

There is a Possible exploration play in the East Lake Verret Field area that is
being evaluated for testing later this year that could possibly result in seven well
locations. This exploration play is projected for sand intervals that have produced in the
field area and is the result of integrating geology and geophysical information across the
area of interest. Gross unrisked potential is estimated to be 111.2 BCF and 1,212
MBO. The projected plan calls for acquiring the initial leases in June/July 2010,
spudding the exploratory well in September/October 2010 and placing the well on
production before the end of the year. Development of the discovery would follow
immediately, including the take-up of options on additional leases..

In the East White Lake Field Meridian has interests in seven (7) producing wells
and thirteen (13) Behind Pipe recompletions.

There are three (3) Proved Undeveloped wells with Possible sands to be tested
at East White Lake Field that have been identified and are included in this evaluation.
The VPSB B-16 Well, the La Flurs A-22 ST Well and the La Furs A-23 Well are
projected to develop and recover these Proved and Possible reserves.

There is also a Possible exploration play that is being evaluated for testing later
this year or early next year that could possibly result in two (2) well locations. This
exploration play is projected for sand intervals that have produced in the field area and
is the result of integrating geology and geophysical information across the area of
interest. Gross unrisked potential is estimated to be 9.5 BCF and 394 MBO.

The projected plan calls for acquiring offset acreage in Q4 2010, spudding the
exploratory well early 2011 and placing the well on production in Q2 2011. A second
well would follow the successful completion of the initial well.

The above cash flow projections include projections for all reserve classes. No
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reserves for any class and category and projected cash flows have been risked for
this report. All oil and gas mineral projects for all classes of reserves require that
volumes, revenue and cost be risked. The generators identified the reserve classes in
this report for all Proved Undeveloped, Probable and Possible reserves. These
classifications were retained as they met established criteria.

Reserves

The oil and gas reserves depicted herein include crude oil, condensate and/or
gas products. Oil volumes are expressed in barrels which are equivalent to 42 United
States gallons. Gas volumes are measured as standard cubic feet (SCF) at the contract
temperature and pressure bases, and may be expressed as either thousands of
standard cubic feet (MCF) or millions of standard cubic feet (MMCF).

Reserve and future net income estimates were prepared in accordance with
generally accepted petroleum engineering and evaluation principles as set forth by the
Securities and Exchange Commission (SEC), The Society of Petroleum Engineers
(SPE), The Society of Petroleum Evaluation Engineers (SPEE), and The World
Petroleum Congresses (WPC). The definitions and categories for proved reserves used
within this report are consistent with those of the SEC, SPE, SPEE, and WPC. A copy
of the 1997 SPEMWVPC definitions is included in this report as Section 2.

Where sufficient production histories were available, the future proved developed
producing reserves were estimated by analyses of the historical performance trend of
each well, lease, and/or reservoir. Where performance history was either limited or not
available, reserve characteristics have been determined from well logs, along with
available bottom-hole pressure, determined by direct operating costs and taxes, and
reserves volumes were estimated only to that limit. Section 4 lists reservoir and well test
data pertinent as of the date of this appraisal.

Proved developed non-producing (behind pipe) reserves have been assigned to
those wells from which reserves exist. These reserve estimates have been determined
by material balance, analogy and/or volumetric calculations utilizing bottom-hole
pressure data and formation characteristics determined from well logs and core data
along with geological information. In order to place these reserves on production,
recompletion of the existing well will be required at some future date. The initial
producing rate of each recompletion was based upon analogy with initial producing
rates from producing wells in similar reservoirs.

The initial producing rates are based upon analogy with wells in similar reservoirs.
Probable reserves are less certain to be recovered than proved reserves.

Attention is called to the fact that the accuracy of any reserve estimate is a

function of the quality of the available data and of engineering and geological
interpretation and judgment. Also, as a general rule, reserve estimates based upon
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volumetric analyses are inherently less reliable than those based on lengthy production
histories.

Revenues

Estimates were prepared, as of April 1, 2010, for future net income that could be
received from the productive properties attributable to certain interests owned by
Meridian.

The following tables represent the oil and gas prices used in the income projections:

NYMEX PRICES
April 1, 2010 Price Projections

OIL, NATURAL GAS,

YEARS  §$/BBL $/MCF
2010 86.16 4.51
2011 87.45 5.44
2012 88.07 5.85
2013 88.48 6.12
2014 88.91 6.39
2015 89.61 6.71
2016 90.48 7.02

2017+ 91.37 7.34

Net income projections were made on a calendar year basis and discounted
using end-of-month discount factors. In addition to a present worth profile, annual
present worth income projections are given for a ten percent (10%) discount rate as of
April 1, 2010. It was assumed that there would be no significant delay between the date
of production and the receipt of the revenue associated with this production. Initial
product prices and well/unit ownership data are given on Section 4. Drilling, completion,
and recompletion cost estimates as well as lease operating expenses were provided by
representatives of Meridian or its operating partner. Individual and composite cash flow
projections are included as Sections 5 through 11.

The East White Lake Field is a field located in a lake/swamp area. There are
significant operating costs that are fixed. D-O-R obtained the records from the operator
and determined that the fixed operating cost for the field was $75,000 per month and
the variable operating cost was $15,000 per month per well. These values compare to
previous values of $50,000 and $20,000.

Severance taxes were deducted based on the most current information available.
No consideration was given to any other future changes. No deductions were made for
any other taxes such as “use“, income, real estate, excise, State or Federal income
taxes.
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Repo ifications

D-O-R Engineering, Inc. has made no independent examination of titles to the
appraised properties. The data used in our evaluation were supplied by Meridian, its
operating partners, or obtained from D-O-R's files, the various operators, public records
of the Louisiana Office of Conservation and/or published industry sources and were
considered accurate. A field inspection of the properties was not made.

The quality of available information and the application of engineering and
geological interpretation and judgment affect the reliability of any mineral appraisal.
While the estimates presented herein are believed to be reasonable, they should be
accepted with the understanding that additional information subsequent to the date of
this report might require their revision.

In performing this study, we have not considered matters in which accounting or
legal, rather than engineering and geological interpretation may be controlling.
Furthermore, the question of future oil and gas prices compounds the difficulties in
formulating accurate mineral appraisals; i.e., fluctuations in these markets could
significantly alter the economics of this report. Finally, it must be realized that
forecasting, by its nature, is subject to uncertainty, and the conclusions expressed
herein are based upon engineering and geological interpretations and such conclusions
necessarily represent only informed professional judgments.

The value estimated in this report is based upon the assumption that these
properties are not negatively affected by the existence of hazardous substances, non-
hazardous substances, naturally occurring radioactive material ("NORM") or other
detrimental environmental conditions or the possibility of restoration obligations or
responsibilities that may be imposed by relevant federal, state or local regulatory
agencies. The appraiser is not an expert in the identification of hazardous substances,
non-hazardous substances, or detrimental environmental conditions. It is possible that
tests and inspections made by a qualified environmental expert would reveal the
existence of hazardous or non-hazardous material and environmental conditions in, on,
under or around these properties or other properties or facilities held in connection
therewith that would negatively affect their value.

Neither D-O-R Engineering, Inc. nor any of its employees has any interest in the
subject properties and neither the employment to make this study nor the compensation
is contingent on our estimates of reserves and future income for the subject properties.

Work data used in this appraisal are on file in D-O-R’s office in Baton Rouge,
Louisiana and are available for inspection and review at any time.

This appraisal was prepared by D-O-R Engineering, Inc. for your sole and
exclusive use. Therefore, D-O-R shall not reproduce, distribute or make available to
any other company, person or firm such appraisal without your prior consent. However,
use of or reliance on this appraisal by any party other than the named addressee shall
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be at the sole risk and expense of such party, including any and all expense, damage or
other cost resulting from such use. Any such party who is not the addressee hereof
shall be without recourse of any nature or kind against D-O-R Engineering, Inc., its
officers, directors, agents and/or employees for any claim caused by or alleged to have
been caused by reliance on this report or any portion thereof.

Respectfully submitted,

D-O-R ENGINEERING, INC.

- Al
/_JL,', . ,‘_/Z/z}{:,j f/r/..,

Hines Austin, Consultant
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Test Data Report

Rates
WELL DATE FTP oil Gas Water

(Psi) (bbl/day) (mcf/day) (bbl/day)

KAFOURY #2 11/30/2009 3500 59 2654 0
3/15/2010 3550 54 2663 0

5/4/2010 3550 69 3758 0

KAFOURY #1 11/30/2009 1925 8 389 431
3/15/2010 1700 8 333 437

5/4/2010 1700 8 252 367
|[VPSB A 050 4/23/2008 418 178 218 0]
|[VPSB A 051 4/21/2009 300 1 324 1065/
[VPSB A 047 |
MCKERRALL #2 11/30/2009 1000 5 140 384
3/15/2010 1000 4 115 302

5/4/2010 1000 4 115 306

VPSB A 029 10/16/2008 140 25 0 691
4/15/2009 160 27 0 631
[VPSB A 049 10/15/2008 220 116 0 50
SIMMONS #2 3/30/2009 515 76 0 0
3/15/2010 500 16 98 0

5/4/2010 580 127 0 43

MCKERRALL #1 11/30/2009 275 16 110 734
3/15/2010 270 16 97 871

5/4/2010 270 7 61 721
|SIMMONS #3 5/4/2010 320 70 19 61|
[VPSB A 041ST |
LA FLURS A 021 10/7/2009 150 19 0 ... 228
|[VPSB A 052 31712010 420 94 70 796




NYMEX Price Projections

April 1, 2010

NATURAL

OIL GAS

Years $/BBL SMCF
2010 86.16 4.51
2011 87.45 5.44
2012 88.07 5.85
2013 88.48 6.12
2014 88.91 6.39
2015 89.61 6.71
2016 90.48 7.02

2017+ 91.37 7.34
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