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Cautionary Statement Regarding Forward-Looking Statements

Certain statements contained in this Annual Report on Form 10-K may contain “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”). All statements other than statements of historical
facts contained in this report are forward-looking statements. These forward-looking statements can generally be
identified by the use of words such as “may,” “will,” “could,” “should,” “project,” “intends,” “plans,” “pursue,” “target,” “continue,”
“believes,” “anticipates,” “expects,” “estimates,” “predicts,” or “potential,” the negative of such terms or variations thereon, or
other comparable terminology. Statements that describe our future plans, strategies, intentions, expectations,
objectives, goals or prospects are also forward-looking statements. Actual results could differ materially from those
anticipated in these forward-looking statements. Readers should consider carefully the risks described under the “Risk
Factors” section of this report and other sections of this report which describe factors that could cause our actual results
to differ from those anticipated in forward-looking statements, including, but not limited to, the following factors:

�  volatility and weakness in commodity prices for oil and natural gas and the effect of prices set or influenced by
action of the Organization of the Petroleum Exporting countries (“OPEC”);

�  our ability to successfully integrate acquired oil and natural gas businesses and operations;

�  the possibility that acquisitions and divestitures may involve unexpected costs or delays, and that acquisitions may
not achieve intended benefits and will divert management’s time and energy, which could have an adverse effect on
our financial position, results of operations, or cash flows;

�  risks in connection with potential acquisitions and the integration of significant acquisitions;

�  we may incur more debt; higher levels of indebtedness make us more vulnerable to economic downturns and
adverse developments in our business;

�  our ability to successfully develop our large inventory of undeveloped acreage in our resource plays;

�  our oil and natural gas assets are concentrated in a relatively small number of properties;

�  access to adequate gathering systems, processing facilities, transportation take-away capacity to move our
production to market and marketing outlets to sell our production at market prices, which is necessary to fully
execute our capital program;

�  our ability to generate sufficient cash flow from operations, borrowings or other sources to enable us to fund our
operations, satisfy our obligations and fully develop our undeveloped acreage positions;

�  our ability to replace our oil and natural gas reserves;

�  the presence or recoverability of estimated oil and natural gas reserves and the actual future production rates and
associated costs;

�  the potential for production decline rates for our wells to be greater than we expect;

�  our ability to retain key members of senior management and key technical employees;

�  environmental risks;
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�  drilling and operating risks;

�  exploration and development risks;
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�  the possibility that the industry may be subject to future regulatory or legislative actions (including additional taxes
and changes in environmental regulations);

�  general economic conditions, whether internationally, nationally or in the regional and local market areas in which
we do business, may be less favorable than expected, including the possibility that economic conditions in the
United States will worsen and that capital markets are disrupted, which could adversely affect demand for oil and
natural gas and make it difficult to access capital;

�  social unrest, political instability or armed conflict in major oil and natural gas producing regions outside the
United States, such as Africa, the Middle East, and armed conflict or acts of terrorism or sabotage;

�  other economic, competitive, governmental, regulatory, legislative, including federal, state and tribal regulations
and laws, geopolitical and technological factors that may negatively impact our business, operations or oil and
natural gas prices;

�  the insurance coverage maintained by us may not adequately cover all losses that may be sustained in connection
with our business activities;

�  title to the properties in which we have an interest may be impaired by title defects;

�  management’s ability to execute our plans to meet our goals;

�  the cost and availability of goods and services, such as drilling rigs; and

�  our dependency on the skill, ability and decisions of third party operators of the oil and natural gas properties in
which we have a non-operated working interest.

All forward-looking statements are expressly qualified in their entirety by the cautionary statements in this paragraph
and elsewhere in this document. Other than as required under the securities laws, we do not assume a duty to update
these forward-looking statements, whether as a result of new information, subsequent events or circumstances,
changes in expectations or otherwise.
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Glossary of Selected Oil and Natural Gas Terms

The following are abbreviations and definitions of certain terms commonly used in the oil and natural gas industry and
this annual report on Form 10-K:

2-D Seismic. Geophysical data that depicts the subsurface strata in two dimensions.

3-D Seismic. Advanced technology method of detecting accumulations of hydrocarbons identified through a
three-dimensional picture of the subsurface created by the collection and measurement of the intensity and timing of
sound waves transmitted into the earth as they reflect back to the surface.

Bbl. One stock tank barrel, or 42 U.S. gallons liquid volume, used in reference to oil or other liquid hydrocarbons.

Boe. Barrels of oil equivalent in which six Mcf of natural gas equals one Bbl of oil. This ratio does not assume price
equivalency and, given price differentials, the price for a barrel of oil equivalent for natural gas may differ
significantly from the price for a barrel of oil.

Completion. The installation of permanent equipment for the production of oil or natural gas or, in the case of a dry
hole, the reporting of abandonment to the appropriate agency.

Development well. A well drilled within the proved area of an oil or natural gas reservoir to the depth of a
stratigraphic horizon known to be productive.

Dry hole or well. A well found to be incapable of producing hydrocarbons in sufficient quantities such that proceeds
from the sale of such production exceed production expenses and taxes.

Exploratory well. A well drilled to find a new field or to find a new reservoir in a field previously found to be
productive of oil or natural gas in another reservoir.

Field. An area consisting of a single reservoir or multiple reservoirs all grouped on or related to the same individual
geological structural feature and/or stratigraphic condition.

Gross acres or gross wells. The total acres or wells, as the case may be, in which a working interest is owned.

HH. Henry Hub natural gas price index.

HLS. Heavy Louisiana Sweet oil price index.

Hydraulic fracturing. The injection of water, sand and chemicals under pressure into rock formations to stimulate oil
and natural gas production.

LLS. Light Louisiana Sweet oil price index.

MBbl. One thousand barrels of oil or other liquid hydrocarbons.

MBoe.  One thousand barrels of oil equivalent.

Mcf. One thousand cubic feet of natural gas.
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MMbtu. One million British Thermal units. One British thermal unit is the amount of heat required to raise the
temperature of one pound of water one degree Fahrenheit.

MMcf. One million cubic feet of natural gas.

Net revenue interest. An owner’s share of petroleum after satisfaction of all royalty and other non-cost bearing
interests.
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Net acres or net wells. The sum of the fractional working interests owned in gross acres or gross wells, as the case
may be.

NGLs. Natural gas liquids.

NYMEX. The New York Mercantile Exchange.

Operator. The individual or company responsible for the exploration and/or exploitation and/or production of an oil or
natural gas well or lease.

Proved developed reserves. Proved reserves that can be expected to be recovered through existing wells with existing
equipment and operating methods or in which the cost of the required equipment is relatively minor compared to the
cost of a new well, or through installed extraction equipment and infrastructure operational at the time of the reserves
estimate if the extraction is by means not involving a well.

Proved reserves. Those quantities of oil and gas, which, by analysis of geoscience and engineering data, can be
estimated with reasonable certainty to be economically producible—from a given date forward, from known reservoirs,
and under existing economic conditions, operating methods, and government regulations—prior to the time at which
contracts providing the right to operate expire, unless evidence indicates that renewal is reasonably certain, regardless
of whether deterministic or probabilistic methods are used for the estimation. The project to extract the hydrocarbons
must have commenced or the operator must be reasonably certain that it will commence the project within a
reasonable time. The area of the reservoir considered as proved includes (i) the area identified by drilling and limited
by fluid contacts, if any, and (ii) adjacent undrilled portions of the reservoir that can, with reasonable certainty, be
judged to be continuous with it and to contain economically producible oil or gas on the basis of available geoscience
and engineering data. In the absence of data on fluid contacts, proved quantities in a reservoir are limited by the
lowest known hydrocarbons (“LKH”), as seen in a well penetration unless geoscience, engineering, or performance data
and reliable technology establishes a lower contact with reasonable certainty. Where direct observation from well
penetrations has defined a highest known oil (“HKO”), elevation and the potential exists for an associated gas cap,
proved oil reserves may be assigned in the structurally higher portions of the reservoir only if geoscience, engineering,
or performance data and reliable technology establish the higher contact with reasonable certainty. Reserves which
can be produced economically through application of improved recovery techniques (including, but not limited to,
fluid injection) are included in the proved classification when (i) successful testing by a pilot project in an area of the
reservoir with properties no more favorable than in the reservoir as a whole, the operation of an installed program in
the reservoir or an analogous reservoir, or other evidence using reliable technology establishes the reasonable certainty
of the engineering analysis on which the project or program was based; and (ii) the project has been approved for
development by all necessary parties and entities, including governmental entities. Existing economic conditions
include prices and costs at which economic producibility from a reservoir is to be determined. The price shall be the
average price during the 12-month period prior to the ending date of the period covered by the report, determined as
an unweighted arithmetic average of the first-day-of-the-month price for each month within such period, unless prices
are defined by contractual arrangements, excluding escalations based upon future conditions.

Proved undeveloped reserves or PUD. Proved reserves that are expected to be recovered from new wells on undrilled
acreage, or from existing wells where a relatively major expenditure is required for recompletion. Reserves on
undrilled acreage shall be limited to those directly offsetting development spacing areas that are reasonably certain of
production when drilled, unless evidence using reliable technology exists that establishes reasonable certainty of
economic producibility at greater distances. Undrilled locations can be classified as having undeveloped reserves only
if a development plan has been adopted indicating that they are schedule to be drilled within five years, unless specific
circumstances justify a longer time. Under no circumstances shall estimates for proved undeveloped reserves be
attributable to any acreage for which an application of fluid injection or other improved recovery technique is
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contemplated, unless such techniques have been proved effective by actual projects in the same reservoir or an
analogous reservoir, or by other evidence using reliable technology establishing reasonable certainty.

Recompletion. The completion for production of an existing wellbore in another formation from that in which the well
has been previously completed.

Royalty. An interest in an oil and natural gas lease that gives the owner of the interest the right to receive a portion of
the production from the leased acreage (or of the proceeds of the sale thereof), but generally does not require the
owner to pay any portion of the costs of drilling or operating the wells on the leased acreage. Royalties may be either
landowner’s royalties, which are reserved by the owner of the leased acreage at the time the lease is granted, or
overriding royalties, which are usually reserved by an owner of the leasehold in connection with a transfer to a
subsequent owner.

Spot market price. The price for a one-time open market transaction for immediate delivery of a specific quantity of
product at a specific location where the commodity is purchased “on the spot” at current market rates.

Undeveloped acreage. Lease acreage on which wells have not been drilled or completed to a point that would permit
the production of commercial quantities of oil and natural gas regardless of whether such acreage contains proved
reserves.

Working interest. An interest in an oil and natural gas lease that gives the owner of the interest the right to drill for and
produce oil and natural gas on the leased acreage and requires the owner to pay a share of the costs of drilling and
production operations.

Workover. Operations on a producing well to restore or increase production.

WTI. West Texas Intermediate oil price index, light sweet crude oil delivered to Cushing, Oklahoma, the benchmark
for crude oil in the United States.
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PART I

Item 1.    Business.

Overview

Unless the context otherwise requires, all references in this annual report to the “Company,” “Yuma,” “our,” “us,” and “we” refer
to Yuma Energy, Inc. (formerly known as Pyramid Oil Company) and its subsidiaries, as a common entity. Unless
otherwise noted, all information in this annual report relating to oil, natural gas and natural gas liquids reserves and
the estimated future net cash flows attributable to those reserves are based on estimates prepared by independent
reserve engineers and are net to our interest. We have included certain technical terms important to an understanding
of our business under the Glossary of Selected Oil and Natural Gas Terms section above. Throughout this annual
report we make statements that may be classified as “forward-looking.” Please refer to the Cautionary Statement
Regarding Forward-Looking Statements section above for an explanation of these types of statements.

Yuma Energy, Inc. is a U.S.-based oil and gas company focused on the exploration for, and development of,
conventional and unconventional oil and natural gas properties, primarily through the use of 3-D seismic surveys, in
the U.S. Gulf Coast and California. We were incorporated in California on October 7, 1909. We have employed a 3-D
seismic-based strategy to build a multi-year inventory of development and exploration prospects. Our current
operations are focused on onshore central Louisiana, where we are targeting the Austin Chalk, Tuscaloosa, Wilcox,
Frio, Marg Tex and Hackberry formations. In addition, we have a non-operated position in the Bakken Shale in North
Dakota and operated positions in Kern and Santa Barbara Counties in California. As a result of the merger between
Yuma Energy, Inc., a Delaware corporation (“Yuma Co.”), and Pyramid Oil Company, the Company underwent a
substantial change in ownership, management, assets and business strategy, all effective as of September 10,
2014.  Our common stock is traded on the NYSE MKT under the trading symbol “YUMA.” Our Series A Preferred
Stock is traded on the NYSE MKT under the trading symbol “YUMAprA.”
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Business Strategy

Our business strategy is to achieve long-term growth in production and cash flow on a cost-effective basis. We focus
on maximizing our return on capital employed and adding production and reserves through the development of our
Austin Chalk, Tuscaloosa, Wilcox, Frio, Marg Tex, Hackberry, Bakken, Three Forks, and Monterey Shale acreage.

Several of the key elements of our business strategy are as follows:

Ø transition existing inventory of reserves into oil and natural gas production;

Ø add to project inventory through ongoing prospect generation, exploration and strategic acquisitions; and

Ø retain a greater percentage working interest in, and operatorship of, our projects going forward.

Our core competencies include generating:

Ø unconventional oil resource plays;

Ø onshore liquids-rich projects through the use of 3-D seismic surveys; and

Ø identification of high impact deep onshore prospects located beneath known producing trends through the use
of 3-D seismic surveys.
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Our Key Strengths and Competitive Advantages

We believe the following key strengths and competitive advantages will allow us to successfully execute our business
strategy:

Ø Extensive technical knowledge and history of operations in the Gulf Coast region. Since 1983 Yuma Co. or its
predecessor has operated in the Gulf Coast region, which is an area that extends through Texas, Louisiana and
Mississippi. Our extensive understanding of the geology and experience in interpreting well control, core and
3-D seismic data in this area provides us with a competitive advantage in exploring and developing projects in
the Gulf Coast region. We have cultivated amicable and mutually beneficial relationships with acreage
owners in this region and adjacent oil and natural gas operators, which generally provides for effective leasing
and development activities.

Ø In-house technical expertise in 3-D seismic programs. We design and generate in-house 3-D seismic survey
programs on many of our projects. By controlling the 3-D seismic program from field acquisition through
seismic processing and interpretation, we gain a competitive advantage through proprietary knowledge of the
project.

Ø Liquids-rich, quality assets with attractive economics. Our reserves and drilling locations are primarily oil
plays with associated liquids-rich natural gas.

Ø Diversified portfolio of producing and non-producing assets. Our current portfolio of producing and
non-producing assets covers a large area within the U.S. Gulf Coast, the Bakken/Three Forks shale in North
Dakota, and the Monterey Shale, along with shallow oil fields in central and southern California.

Ø Significant inventory of oil and natural gas assets. We have a significant inventory of both proved reserves
and significant growth assets that we believe can be developed over the near to medium term. In addition, we
have the ability to organically generate new oil and natural gas prospects and projects through techniques
utilized by our experienced management team, which include analyzing subsurface data, negotiating mineral
rights with landowners in prospective areas, and shooting and reprocessing 3-D seismic surveys.

Ø Company operated assets. In order to maintain better control over our assets, we have established a leasehold
position comprised primarily of assets where we are the operator. By controlling operations, we are able to
dictate the pace of development and better manage the cost, type, and timing of exploration and development
activities.

Ø Experienced management team. We have a highly qualified management team with many years of industry
experience, including extensive experience in the Gulf Coast region. Our team has substantial expertise in the
design, acquisition, processing and interpretation of 3-D seismic surveys, and our experienced operations staff
allows for efficient turnaround from project identification, to drilling, to production.
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