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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: November 14, 2019

(Date of earliest event reported)
 

YUMA ENERGY, INC.
(Exact name of registrant as specified in its charter)

 
DELAWARE

(State or other jurisdiction
of incorporation)

  001-37932
(Commission File Number)

 94-0787340
(IRS Employer Identification No.)

 
1177 West Loop South, Suite 1825

Houston, Texas 77027
(Address of principal executive offices) (Zip Code)

 
(713) 968-7000

(Registrant’s telephone number, including area code)
 
   
 (Former name or former address, if changed since last report)  
 
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))
 

Securities registered pursuant to Section 12(b) of the Act:
 

Title of each class Trading Symbol(s) Name of each exchange on which registered
Common Stock, $0.001 par value per share YUMA NYSE American LLC
 

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§230.405 of this chapter) or
Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).
 

Emerging growth company ☐
 

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or
revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.  ☐
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Item 2.02. Results of Operations and Financial Condition.
 

On November 14, 2019, Yuma Energy, Inc. (the “Company”) issued a press release announcing its financial results for the  quarter ended September 30,
2019. A copy of the press release is furnished as Exhibit 99.1 to this Current Report on Form 8-K and is incorporated herein by reference. 
 

The information in this Current Report on Form 8-K furnished pursuant to Item 2.02, including Exhibit 99.1, shall not be deemed to be “filed” for purposes
of Section 18 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), or otherwise subject to liability under that section, and such information
shall not be deemed incorporated by reference in any filing under the Securities Act of 1933, as amended, or the Exchange Act, except as shall be expressly set
forth by specific reference in such filing.
 
Item 9.01. Financial Statements and Exhibits.
 

(d)            Exhibits.
 

The following exhibit is furnished with this Current Report on Form 8-K:
 
Exhibit No.  Description  

99.1  Press Release dated November 14, 2019.
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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.
 

 
    
  YUMA ENERGY, INC.  
     
  By:  /s/ Anthony C. Schnur  
  Name:  Anthony C. Schnur  

Date: November 14, 2019
 Title:  Interim Chief Executive Officer, Interim Chief Financial Officer and

Chief Restructuring Officer
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  Exhibit 99.1
       

YUMA ENERGY, INC.
  

NEWS RELEASE
 

Yuma Energy, Inc. Announces 2019 Third Quarter Financial Results
 
HOUSTON, TX – November 14, 2019 – Yuma Energy, Inc. (NYSE American: YUMA) (“Yuma” or “Company,” “we” or “our”) today announced its financial results
for the third quarter ended September 30, 2019.
 
The 2019 third quarter balance sheet reflects the extinguishment of $34.7 million of senior secured bank debt, which was purchased by an affiliate of Red
Mountain Capital Partners, LLC (“Red Mountain”), and other liabilities as part of the restructuring of Yuma’s existing senior credit facility. As previously disclosed
and as part of the Restructuring and Exchange Agreement dated September 30, 2019, by and among Yuma, Red Mountain and certain of their affiliates (the
“Restructuring Agreement”), Yuma and Red Mountain entered into a Loan Modification Agreement (the “Loan Modification Agreement”) on September 30, 2019
which modified Yuma’s existing credit agreement by reducing the outstanding principal balance from $32.8 million to $1.4 million, forgiving approximately $31.4
million plus accrued and unpaid interest and expenses, and hedge loss liability. This amount of forgiveness from the reduction in principal balance, accrued and
unpaid interest and hedge loss liability has been recorded to additional paid-in-capital on the Company’s balance sheet. As a result of the Loan Modification
Agreement, the Company reduced its total current liabilities to $11.9 million as of September 30, 2019 from $44.2 million as of December 31, 2018. Total liabilities
were $27.7 million as of September 30, 2019 compared to $55.6 million as of December 31, 2018.
 
Mr. Anthony C. Schnur, Interim Chief Executive Officer and Chief Restructuring Officer of Yuma commented, “We are pleased with the significant progress that the
Company made during the third quarter in restructuring our balance sheet. As the first step following our entry into the Restructuring Agreement with Red
Mountain, the Loan Modification Agreement dramatically reduced Yuma’s outstanding indebtedness and hedge liabilities, resulting in the write-down of our senior
secured note to $1.4 million from $32.8 million and the reclassification of the note from a current liability to long-term debt. This effectively reduced our current
liabilities by 73% and our total liabilities by approximately 50% when compared to year-end 2018 and improved total shareholders’ equity. Further steps in the
restructuring will now take priority.”
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In addition to the Loan Modification Agreement, the transactions to be consummated in connection with the Restructuring Agreement are as follows:
 

● The Company and Red Mountain are negotiating, in good faith, an amended and restated credit facility providing for a delayed draw term loan of up to
$2.0 million with a maturity date of September 30, 2022.

 
● Upon shareholder approval, the $1.4 million note under the credit facility will be exchanged for a convertible note (the “Convertible Note”) that will be

convertible into approximately 10.9 million shares of Yuma common stock, which would represent approximately 70% of the outstanding shares on a pro
forma basis, assuming full conversion of the outstanding shares of Series D Preferred Stock as discussed below. Additionally, hedge liabilities in the
amount of $360,000 will be eliminated as part of this exchange.

 
● Upon shareholder approval, the conversion price of the Series D Preferred Stock will be reduced such that the Series D Preferred Stock will be convertible

into approximately 3.1 million shares of Yuma common stock, which would represent approximately 20% of the outstanding shares on a pro forma basis,
assuming full conversion of the Convertible Note as discussed above.

 
● Following the consummation of the transactions, there will effectively be a change in control wherein Red Mountain, its affiliates and its investors will own

approximately 91% of the Company’s fully-diluted outstanding shares.
 

● At the closing of the Restructuring Agreement, Red Mountain will have the right (but not the obligation) to nominate an aggregate of four directors to the
Company’s Board of Directors.

 
● The terms and conditions of the transactions are subject to change during the final negotiations between the Company, Red Mountain and its affiliates.

 
All of the transactions cited above are being negotiated between the parties and may or may not come to fruition under the terms described. While the Company
anticipates the transactions will be consummated as outlined above, there is no guarantee that some terms and conditions will not change.
Once the restructuring is consummated, the Company plans to leverage its improved capital structure to grow through merger and acquisition opportunities and
potential capital markets transactions, including the sale of debt or equity securities.
 
The Company also continues to reduce its operating and general and administrative expenses. During the 2019 third quarter, lease operating expenses declined to
$1.3 million, a 26.4% sequential decrease, from $2.0 million in the 2019 second quarter and a 48.4% decrease from $2.5 million in the same period last year.
General and administrative expense fell to $1.1 million in the 2019 third quarter, a 27.8% sequential decrease, from $1.5 million in the 2019 second quarter and a
9.5% decrease from $1.2 million in the same period last year.
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Mr. Schnur continued, “These accretive transactions only partially reflect the positive impact on our balance sheet that we expect when the restructuring is
completed. Subject to a shareholder vote that is anticipated in early 2020, we plan to exchange the modified $1.4 million note with a convertible note, which will
eliminate certain remaining hedge liabilities, and also convert the outstanding Series D Preferred Stock into common stock, which will eliminate a liquidation
preference of approximately $23.8 million. These anticipated transactions, if approved, are expected to be further accretive to our balance sheet and favorably
position Yuma for the future.
 
“Management will continue to control overhead and operating costs and address our production operations at the field level. Yuma’s reformed capital structure will
allow management to focus on growth opportunities from a stronger financial footing.”
 
Quarterly Report Form 10-Q Filed
On November 14, 2019, Yuma filed its quarterly report on Form 10-Q for the three months ended September 30, 2019 with the Securities and Exchange
Commission (“SEC”). Investors and stockholders may obtain our Form 10-Q, Form 10-K and other documents filed with the SEC free of charge at the SEC’s
website, www.sec.gov. In addition, copies of our filings are available on our website at  www.yumaenergyinc.com.
 
Continuing Uncertainty
The Company’s audited consolidated financial statements for the year ended December 31, 2018, included a going concern qualification. The risk factors and
uncertainties described in our SEC filings for the year ended December 31, 2018, the quarter ended March 31, 2019, the quarter ended June 30, 2019, and the
quarter ended September 30, 2019 raise substantial doubt about the Company's ability to continue as a going concern.
 
Please refer to our recently filed Quarterly Report on Form 10-Q for the three months ended September 30, 2019 and all our filings with the SEC for
further information.
 
About Yuma Energy, Inc.
Yuma Energy, Inc., a Delaware corporation, is an independent Houston-based exploration and production company focused on acquiring, developing and
exploring for conventional and unconventional oil and natural gas resources. Historically, the Company’s activities have focused on inland and onshore properties,
primarily located in central and southern Louisiana and southeastern Texas. Its common stock is listed on the NYSE American under the trading symbol “YUMA.”
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Forward-Looking Statements
This release contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended (the “Securities Act”), and Section
21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). Any and all statements that are not strictly historical statements constitute forward-
looking statements and may often, but not always, be identified by the use of such words such as “expects,” “believes,” “intends,” “anticipates,” “plans,”
“estimates,” “potential,” “possible,” or “probable” or statements that certain actions, events or results “may,” “will,” “should,” or “could” be taken, occur or be
achieved. We caution that these statements by their nature involve risks and uncertainties, and actual results may differ materially depending on a variety of
important factors, including, among others: the ability to obtain stockholder approval of the transactions; the ability to consummate the transactions; the
consequences of consummating the transactions; the ability of the Company to enter into an amended and restated credit facility; the ability to maintain sufficient
liquidity to fund operations; the ability to remain listed on the NYSE American; the ability to continue as a going concern; and the ability to use net operating losses
to offset cancellation of indebtedness income. The Company’s annual report on Form 10-K for the year ended December 31, 2018, quarterly reports on Form 10-
Q. recent current reports on Form 8-K, and other SEC filings discuss some of the important risk factors identified that may affect its business, results of operations,
and financial condition. The Company undertakes no obligation to revise or update publicly any forward-looking statements, except as required by law.
 
For more information, please contact
Carol Coale
Managing Director
Dennard Lascar Investor Relations
713-529-6600
ccoale@dennardlascar.com
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