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ELK AND METGASCO ANNOUNCE PROPOSED MERGER

HIGHLIGHTS

o All scrip merger between Elk and Metgasco

o Elk shareholders to receive approximately 0.67 Metgasco shares for each Elk share
o Merger to be implemented by an Elk Scheme of Arrangement

° Compelling rationale for funding the existing asset portfolio

° Proposed Merger has the unanimous support of both the Elk and Metgasco Boards

° Merged entity positioned for growth

Elk Petroleum Limited (ASX Code: ELK) is pleased to announce that it has entered into a Merger
Implementation Deed (“MID”) with Metgasco Limited (“Metgasco”) (ASX: MEL) for the acquisition of all
of the ordinary shares and listed options in Elk through a Scheme of Arrangement offering MEL shares
& equivalent MEL options as consideration (“Merger”). Following completion of the Merger, Elk
shareholders will own approximately 23% of the merged company and Metgasco shareholders will own
approximately 77%.

The Merger will result in a geographically diversified portfolio of exploration and development assets,
with exposure to coal seam and conventional gas in New South Wales, Australia, and the oil-producing
Rocky Mountain region of the United States of America. The combined entity will initially focus on
bringing the Grieve Enhanced Oil Recovery (“EOR”) project into production in 2017, in partnership with
world-class EOR operator, Denbury Resources Inc., while retaining exposure to Australian gas
resources in New South Wales.

Transaction Rationale

The transaction will create a merged group benefiting from:

e providing shareholders of the merged group with broader portfolio diversification by geography
and asset type, thereby reducing their risk profile;

e oil reserves in Wyoming (Grieve EOR project)?
e material cash flow from the Grieve EOR project with oil production starting in early 2017,
providing the basis to sustain ongoing operations in the USA and NSW;

e acombined cash position of approximately A$9.0 million (end December 2014);
and exposure to:

0 a potential recovery in the oil price;

a potential EOR oil project at Elk’s Singleton oil field in Nebraska;
over 4,000 billion cubic feet of contingent gas resources in NSW;
potential gas delivery into a significantly tight gas market in NSW; and

(o]
(o]
o]
0 gas exploration potential in NSW.

1 Ryder Scott 4 October, 2012, classification of 18.6 million barrels gross 2P reserves (Elk’s working interest in the
project is 35%); considering update in 2015 for changes in development plan since October 2012 and after
January/February technical update from operator.
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The Elk and Metgasco Boards believe that the merged group will be better positioned for growth
compared to either company on a standalone basis, and is expected to deliver significant benefits to
Elk and Metgasco shareholders in the medium and longer term.

The proposed Merger has the unanimous support of both the Elk and Metgasco Boards. In the absence
of a superior proposal and subject to an Independent Expert concluding that the Merger is in the best
interests of Elk’s shareholders, the Board of Elk unanimously recommends that Elk shareholders and
listed option holders vote in favour of the Merger, and each Elk Director intends to vote in favour of the
Merger in relation to the shares and listed options held or controlled by them.

Commenting on the proposed Merger, Elk Chairman Dr Neale Taylor said:

“We welcome Metgasco’s offer as representing an opportunity to ensure Elk’s assets are appropriately
funded for the benefit of all of Elk's shareholders. The Board unanimously recommends this offer, in the
absence of a superior proposal, as we consider that it is in the best interests of our shareholders.

Following a strategic review and sale process which commenced in June 2014 the EIk board
investigated a number of scenarios to best ensure maximum value for its asset portfolio were realised
for the benefit of shareholders. The outcome of this review provided Elk with some alternatives but none
that delivered certainty for shareholders. Following this and in an environment of sustained capital
market uncertainty and a severely depressed oil price, it was decided that the merger with Metgasco
provided Elk shareholders with the most certain pathway to continue to share in the upside that Elk’s
assets represent as well as bringing a level of asset diversification in Australia.

A Scheme Booklet containing information relating to the proposed transaction and reasons for the
Directors’ recommendation is expected to be sent to Elk shareholders and Listed Option Holders in late
April 2015 following completion of certain conditions of the transaction. This memorandum will include
an Independent Expert's Report providing an opinion as to whether the proposed transaction is in the
best interests of Elk shareholders.

The meeting at which Elk shareholders will vote on the scheme of arrangement is expected to be held
no later than May 2015 in Sydney, New South Wales.”

Key Offer Terms

Pursuant to the MID entered into between Elk and Metgasco, it is proposed that Metgasco will acquire
all the issued ordinary shares and listed options in Elk by way of a Share Scheme of Arrangement and
Listed Options Scheme of Arrangement.

Under the Share Scheme, Elk shareholders will receive approximately 0.67272 Metgasco shares for
each Elk share held. EIk has also undertaken to enter into Cancellation Deeds with Elk non-ordinary
security holders for the cancellation of EIk Unlisted Options, Elk Performance Rights and Elk Retention
Rights on terms acceptable to Metgasco. The final offers to shareholders and listed option holders will
vary slightly subject to the treatment of unlisted Elk securities. Under the Listed Options Scheme, Elk
listed option holders will receive the same number of Metgasco options as Elk listed options and with
equivalent terms implied by the exchange ratio.

On successful completion of the transaction, existing Metgasco security holders and Elk security
holders will own approximately 77%? and 23%?2 respectively of the issued ordinary securities of the
combined entity.

2 Subject to adjustment based on treatment of unlisted Elk securities
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Key Conditions
Elk and Metgasco have entered into a MID, which sets out the conditions of the transaction including:

e Receipt of regulatory and court approvals;

e an independent expert opining that the Merger is in the best interest of Elk shareholders;

e Elk shareholder approval of the Merger (by at least 75% of votes cast and 50% of shareholders
voting);

e holders of Elk Unlisted Options, Elk Performance Rights and Elk Retention Rights entering into
separate Cancellation Deeds with Elk;

e no material adverse change, prescribed occurrence or regulated event in respect of Metgasco
or Elk; and

e Metgasco securing acceptable additional funds.

The MID also includes customary deal protection clauses including mutual break fees, no shop and no
talk provisions, termination rights, obligations of the companies in the lead up to implementation and
various other standard provisions relevant to the Merger.

A copy of the MID is included with this announcement.
Interim Funding

Metgasco has agreed to provide Elk with a A$2.5 million convertible loan facility to assist with the
company’s immediate funding requirements. The loan is convertible to ordinary shares in ELK at
Metgasco’s election based on the Volume Weighted Price (VWAP) for the ordinary shares for the 20
day period up to the conversion date subject to a cap of $0.047 per Elk share.

The loan is to be repaid on the earlier of 30 June 2015 or within 30 days if the MID is terminated,
although accelerated repayment applies if:

(a) an entity other than Metgasco, or any of its related bodies corporate, obtains control of, or a
relevant interest in more than 50% of Elk;

(b) any Elk director withdraws, changes or modifies their recommendation in favour of the Merger;

(c) any condition of the Merger is not satisfied or the MID is terminated;

(d) Elk incurs any financial indebtedness other than that permitted under the loan agreement or
raises or takes any steps to raise additional equity or capital other than in accordance with the
MID; or

(e) Elk sells, transfers or otherwise disposes of all or substantially all of its assets.

The loan will be secured by EIK’s interests in the ElIk group of companies.

Other standard terms typical for a loan of this nature have been agreed and reflected in the loan
documentation.

Timetable and implementation

A Scheme Booklet is expected to be dispatched to Elk shareholders late April 2015. The Scheme
Booklet will include further details of the transaction, an Independent Expert's Report, the reasons for
Elk Directors’ recommendation and other matters relevant to Elk shareholders’ vote on the Merger.

An indicative timetable of key milestones is set out below. Further details on the timing and
implementation of the transaction will be made available to shareholders upon release of the Scheme
Booklet.
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Key Milestones Target Date
Announcement of Merger 22 December 2014
;i(resettﬁzurt hearing to approve Scheme Booklet and convene Scheme 21 April 2015
Scheme Booklet despatched to Elk shareholders Late April 2015
Scheme Meetings May 2015

Second Court hearing to approve Scheme May 2015

Merger implementation June 2015

Board of merged entity

Board composition will be determined prior to preparation of Scheme of Arrangement documents
with individuals selected on the basis of the experience and skills they bring to the merged entity.

Advisers to the transaction
DJ Carmichael acts as Elk’s Corporate Advisor and Steinepreis Paganin as legal counsel.
About Elk Petroleum

Elk Petroleum Limited (ASX: ELK) is an oil and gas producer and developer with assets located in one
of the richest onshore oil regions of the USA: the northern Rocky Mountains.

About Metgasco

Metgasco Limited (ASX:MEL) has a 100% interest in PEL 16, 13 and 426 in the Clarence Moreton
Basin in NSW where Metgasco operates the largest acreage position in the basin.

For further information please contact:
Scott Hornafius, CEO OR Elk Petroleum Investor Relations
Phone: +1 307 265 3326 Phone: +61 2 9299 9690

Email: ir@elkpet.com

ABOUT ELK PETROLEUM

Elk Petroleum Limited ABN 38 112 566 499 (ASX: ELK) is an oil and gas producer and developer
with assets located in one of the richest onshore oil regions of the USA: the Rocky Mountains. Listed
on the ASX in 2005, Elk’s strategy is focused on applying established enhanced oil recovery (EOR)
technologies to mature oil fields. This strategy significantly de-risks the process of finding and
exploiting olil field reserves.

Leveraging proven EOR technology and experience, Elk is currently developing the Grieve CO2-EOR
project in Wyoming and is pursuing other opportunities, including CO2-based EOR projects in
Nebraska.

For more information on Elk, see Elk's most recent Investor Presentations which are available on
Elk’s website www.elkpet.com.
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