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FORWARD-LOOKING STATEMENTS

This Form 10-Q and the information referenced herein contains forward-looking statements within the meaning of the Private Securities Litigations
Reform Act of 1995, Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. The words “plan,” “expect,”
“project,” “estimate,” “assume,” “believe,” “anticipate,” “intend,” “budget,” “forecast,” “predict” and other similar expressions are intended to identify
forward-looking statements. These statements appear in a number of places and include statements regarding our plans, beliefs or current expectations,
including the plans, beliefs and expectations of our officers and directors. When considering any forward-looking statement, you should keep in mind the risk
factors that could cause our actual results to differ materially from those contained in any forward-looking statement. Important factors that could cause actual
results to differ materially from those in the forward-looking statements herein include the timing and extent of changes in commodity prices for oil and
natural gas, operating risks and other risk factors as described in Part II, Item 1A, "Risk Factors" and elsewhere in this report and as also may be described
from time to time in our future reports we file with the Securities and Exchange Commission. You should read such information in conjunction with our
consolidated condensed financial statements and related notes and "Management's Discussion and Analysis of Financial Condition and Results of Operations"
in this report. There also may be other factors that we cannot anticipate or that are not described in this report, generally because we do not currently perceive
them to be material. Such factors could cause results to differ materially from our expectations.

Forward-looking statements speak only as of the date they are made, and we do not undertake to update these statements other than as required by law.
You are advised, however, to review any further disclosures we make on related subjects in our periodic filings with the Securities and Exchange
Commission.
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PART I — FINANCIAL INFORMATION
Item 1. Financial Statements (Unaudited)

Evolution Petroleum Corporation and Subsidiaries
Consolidated Condensed Balance Sheets

(Unaudited) 

 
December 31, 

2019  
June 30, 

2019

Assets    

Current assets    

Cash and cash equivalents $ 20,935,968  $ 31,552,533

Receivables 4,008,414  3,168,116

Prepaid expenses 518,396  458,278

Total current assets 25,462,778  35,178,927

Oil and natural gas properties, net (full-cost method of accounting) 68,814,569  60,346,466

Other property and equipment, net 21,914  26,418

Total property and equipment 68,836,483  60,372,884

Other assets, net 331,608  210,033

Total assets $ 94,630,869  $ 95,761,844

Liabilities and Stockholders’ Equity    

Current liabilities    

Accounts payable $ 2,985,901  $ 2,084,140

Accrued liabilities and other 548,676  537,755

State and federal income taxes payable 246,972  130,799

Total current liabilities 3,781,549  2,752,694

Long term liabilities    

Deferred income taxes 11,362,943  11,322,691

Asset retirement obligations 2,493,741  1,560,601

Operating lease liability 112,870  —

Total liabilities 17,751,103  15,635,986

Commitments and contingencies  

Stockholders’ equity    

Common stock; par value $0.001; 100,000,000 shares authorized; 33,106,988 and 33,183,730 shares issued and outstanding, respectively 33,107  33,183

Additional paid-in capital 41,306,353  42,488,913

Retained earnings 35,540,306  37,603,762

Total stockholders’ equity 76,879,766  80,125,858

Total liabilities and stockholders’ equity $ 94,630,869  $ 95,761,844

 

See accompanying notes to consolidated condensed financial statements.
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Evolution Petroleum Corporation and Subsidiaries
Consolidated Condensed Statements of Operations

(Unaudited)
 

 
Three Months Ended 

 December 31,  
Six Months Ended 

 December 31,

 
2019  2018  2019  2018

Revenues      

Crude oil $ 8,974,237  $ 10,515,875  $ 17,819,741  $ 21,913,327

Natural gas liquids 406,634  532,243  712,578  1,441,870

Natural gas 744  —  1,511  —

Total revenues 9,381,615  11,048,118  18,533,830  23,355,197

Operating costs        
Production costs 4,234,605  3,452,168  7,324,694  6,910,598

Depreciation, depletion and amortization 1,461,049  1,603,633  2,910,803  3,152,093

General and administrative expenses * 1,436,197  1,258,570  2,774,550  2,563,832

Total operating costs 7,131,851  6,314,371  13,010,047  12,626,523

Income from operations 2,249,764  4,733,747  5,523,783  10,728,674

Other        

Enduro transaction breakup fee —  —  —  1,100,000

Interest and other income 52,941  59,858  119,070  106,429

Interest expense (29,345)  (29,345)  (58,690)  (58,690)

Income before income taxes 2,273,360  4,764,260  5,584,163  11,876,413

Income tax provision 508,442  859,695  1,026,425  2,176,047

Net income available to common stockholders $ 1,764,918  $ 3,904,565  $ 4,557,738  $ 9,700,366

Earnings per common share        
Basic $ 0.05  $ 0.12  $ 0.14  $ 0.29

Diluted $ 0.05  $ 0.12  $ 0.14  $ 0.29

Weighted average number of common shares        

Basic 32,988,737  33,167,159  33,057,691  33,134,726

Diluted 32,988,737  33,176,503  33,061,555  33,147,775

 
* For the three months ended December 31, 2019 and 2018, non-cash stock-based compensation expenses were $236,190 and $254,111, respectively. For the six
months ended December 31, 2019 and 2018, non-cash stock-based compensation expenses were $568,203 and $469,484, respectively.

See accompanying notes to consolidated condensed financial statements.
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Evolution Petroleum Corporation and Subsidiaries
Consolidated Condensed Statements of Cash Flows

(Unaudited)
 

 
Six Months Ended 

 December 31,

 2019  2018

Cash flows from operating activities    

Net income $ 4,557,738  $ 9,700,366

Adjustments to reconcile net income to net cash provided by operating activities:    

Depreciation, depletion and amortization 2,910,803  3,152,093

Stock-based compensation 568,203  469,484

Settlements of asset retirement obligations (26,773)  —

Deferred income tax expense (benefit) 40,252  506,297

Other 32,149  9,648

Changes in operating assets and liabilities:    

Receivables (840,298)  507,689

Prepaid expenses (60,118)  (70,048)

Accrued liabilities and other 875,929  (144,638)

Income taxes payable 116,173  13,364

Net cash provided by operating activities 8,174,058  14,144,255

Cash flows from investing activities    

Acquisition of oil and natural gas properties (9,337,716)  —

Capital expenditures for oil and natural gas properties (1,080,874)  (5,048,987)

Capital expenditures for other property and equipment —  (2,066)

Net cash used in investing activities (10,418,590)  (5,051,053)

Cash flows from financing activities    

Cash dividends to common stockholders (6,621,194)  (6,634,896)

Common share repurchases, including shares surrendered for tax withholding (1,750,839)  (138,638)

Net cash used in financing activities (8,372,033)  (6,773,534)

Net change in cash, cash equivalents and restricted cash (10,616,565)  2,319,668

Cash, cash equivalents and restricted cash, beginning of period 31,552,533  27,681,133

Cash and cash equivalents, end of period $ 20,935,968  $ 30,000,801

Supplemental disclosures of cash flow information:
Six Months Ended 

 December 31,

 
2019  2018

Income taxes paid $ 1,100,000  $ 1,862,919

Non-cash transactions:    

Change in accounts payable used to acquire oil and natural gas properties 39,361  (1,094,249)
Oil and natural gas property costs incurred through recognition of asset retirement obligations and revision of previous
estimates 871,076  31,268

 See accompanying notes to consolidated condensed financial statements.
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Evolution Petroleum Corporation and Subsidiaries
Consolidated Condensed Statements of Changes in Stockholders' Equity

(Unaudited)

 Common Stock  Additional
Paid-in
Capital  

Retained
Earnings  

Treasury
Stock  

Total
Stockholders'

Equity Shares  Par Value  

For the Three Months Ended December 31, 2019:            

Balance at September 30, 2019 33,003,134  $ 33,003  $ 41,458,682  $ 37,090,174  $ —  $ 78,581,859

Issuance of restricted common stock 212,750  213  (213)  —  —  —

Forfeitures of restricted stock (40,870)  (41)  41  —  —  —
Common share repurchases, including shares surrendered for tax
withholding —  —  —  —  (388,415)  (388,415)

Retirements of treasury stock (68,026)  (68)  (388,347)  —  388,415  —

Stock-based compensation —  —  236,190  —  —  236,190

Net income —  —  —  1,764,918  —  1,764,918

Common stock cash dividends, $0.10 per share —  —  —  (3,314,786)  —  (3,314,786)

Balance at December 31, 2019 33,106,988  $ 33,107  $ 41,306,353  $ 35,540,306  $ —  $ 76,879,766

            

For the Six Months Ended December 31, 2019:            

Balance at June 30, 2019 33,183,730  $ 33,183  $ 42,488,913  $ 37,603,762  $ —  $ 80,125,858

Issuance of restricted common stock 271,778  272  (272)  —  —  —

Forfeitures of restricted stock (49,118)  (49)  49  —  —  —
Common share repurchases, including shares surrendered for tax
withholding —  —  —  —  (1,750,839)  (1,750,839)

Retirements of treasury stock (299,402)  (299)  (1,750,540)  —  1,750,839  —

Stock-based compensation —  —  568,203  —  —  568,203

Net income —  —  —  4,557,738  —  4,557,738

Common stock cash dividends, $0.10 per share —  —  —  (6,621,194)  —  (6,621,194)

Balance at December 31, 2019 33,106,988  $ 33,107  $ 41,306,353  $ 35,540,306  $ —  $ 76,879,766

            

For the Three Months Ended December 31, 2018:            

Balance at September 30, 2018 33,157,852  $ 33,157  $ 41,882,949  $ 37,978,770  $ —  $ 79,894,876

Issuance of restricted common stock 35,215  36  (36)  —  —  —
Common share repurchases, including shares surrendered for tax
withholding —  —  —  —  (48,646)  (48,646)

Retirements of treasury stock (6,402)  (7)  (48,639)  —  48,646  —

Stock-based compensation —  —  254,111  —  —  254,111

Net income —  —  —  3,904,565  —  3,904,565

Common stock cash dividends, $0.10 per share —  —  —  (3,319,111)  —  (3,319,111)

Balance at December 31, 2018 33,186,665  $ 33,186  $ 42,088,385  $ 38,564,224  $ —  $ 80,685,795

            

For the Six Months Ended December 31, 2018:            

Balance at June 30, 2018 33,080,543  $ 33,080  $ 41,757,645  $ 35,498,754  $ —  $ 77,289,479

Issuance of restricted common stock 121,611  122  (122)  —  —  —
Common share repurchases, including shares surrendered for tax
withholding —  —  —  —  (138,638)  (138,638)

Retirements of treasury stock (15,489)  (16)  (138,622)  —  138,638  —

Stock-based compensation —  —  469,484  —  —  469,484

Net income —  —  —  9,700,366  —  9,700,366

Common stock cash dividends, $0.10 per share —  —  —  (6,634,896)  —  (6,634,896)

Balance at December 31, 2018 33,186,665  $ 33,186  $ 42,088,385  $ 38,564,224  $ —  $ 80,685,795

See accompanying notes to consolidated condensed financial statements.

4



Table of Contents
Evolution Petroleum Corporation and Subsidiaries

 Notes to Unaudited Consolidated Condensed Financial Statements

Note 1 — Organization and Basis of Preparation
 
Nature of Operations.  Evolution Petroleum Corporation is an oil and gas company focused on delivering a sustainable dividend yield to its stockholders
through the ownership, management and development of oil and gas properties. The Company's long-term goal is to build a diversified portfolio of oil and
gas assets primarily through acquisitions, while seeking opportunities to maintain and increase production through selective development, production
enhancement and other exploitation efforts on its properties.
 
Interim Financial Statements.  The accompanying unaudited consolidated condensed financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America (“GAAP”) for interim financial information and the appropriate rules and regulations of the
Securities and Exchange Commission (“SEC”). Accordingly, certain information and footnote disclosures normally included in financial statements prepared
in accordance with GAAP have been condensed or omitted pursuant to such rules and regulations. All adjustments (consisting of normal recurring accruals)
which are, in the opinion of management, necessary for a fair presentation of the financial position and results of operations for the interim periods presented
have been included. The interim financial information and notes hereto should be read in conjunction with the Company’s 2019 Annual Report on Form 10-K
for the fiscal year ended June 30, 2019, as filed with the SEC. The results of operations for interim periods are not necessarily indicative of results to be
expected for a full fiscal year.
 
Principles of Consolidation and Reporting.  Our consolidated financial statements include the accounts of EPM and its wholly-owned subsidiaries (the
"Company"). All significant intercompany transactions have been eliminated in consolidation. The consolidated financial statements for the previous year
may include certain reclassifications to conform to the current presentation. Any such reclassifications have no impact on previously reported net income or
stockholders' equity.
 
Use of Estimates.   The preparation of financial statements in conformity with GAAP requires us to make estimates and assumptions that affect the reported
amounts of assets and liabilities at the dates of the financial statements and the reported amounts of revenues and expenses during the reporting periods.
Significant estimates include (a) reserve quantities and estimated future cash flows associated with proved reserves, which may significantly impact depletion
expense and potential impairments of oil and natural gas properties, (b) asset retirement obligations, (c) stock-based compensation, (d) income taxes and the
valuation of deferred tax assets and (e) commitments and contingencies. We analyze our estimates based on historical experience and various other
assumptions that we believe to be reasonable. While we believe that our estimates and assumptions used in preparation of the consolidated financial
statements are appropriate, actual results could differ from those estimates.

Note 2 — Summary of Significant Accounting Policies

The significant accounting policies followed by the Company are set forth in Note 2 - Summary of Significant Accounting Policies in the 2019
Form 10-K and are supplemented by the notes to the unaudited condensed consolidated financial statements included in this report. These unaudited
condensed consolidated financial statements should be read in conjunction with the 2019 Form 10-K.

Recently Adopted Accounting Pronouncement - Leases

In February 2016, the FASB issued ASU 2016-02, Leases ("ASC 842"), which relates to the accounting for leasing transactions. This standard requires
an entity to recognize a right-of-use (“ROU”) asset and lease liability for leases. Classification of leases as either a finance or operating lease determines the
recognition, measurement and presentation of expenses. This accounting standards update also requires certain quantitative and qualitative disclosures about
leasing arrangements. Leases acquired to explore for or use minerals, oil or natural gas resources, including the right to explore for those natural resources and
rights to use the land in which those natural resources are contained, are not within the scope of the standards update.
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Evolution Petroleum Corporation and Subsidiaries

 Notes to Unaudited Consolidated Condensed Financial Statements

Effective July 1, 2019, the Company adopted the new standard using a modified retrospective approach and elected to use the optional transition
methodology whereby reporting periods prior to adoption continue to be presented in accordance with legacy accounting guidance, Accounting Standard
Codification 840 - Leases. Upon transition, we recognized a ROU asset (or operating lease right-of-use asset) and an operating lease liability with no retained
earnings impact. We applied the following practical expedients as provided in the standards update which provide elections to not reassess:

• Whether an expired or existing pre-adoption date contracts contained leases.

• Lease classification of any expired or existing leases.

• Initial direct costs for any expired or existing leases.

We determine if an arrangement is a lease at inception of the arrangement. To the extent that we determine an arrangement represents a lease, we
classify that lease as an operating lease or a finance lease. We capitalize our operating leases on our consolidated balance sheet through a ROU asset and a
corresponding lease liability. ROU assets represent our right to use an underlying asset for the lease term and lease liabilities represent our obligation to make
lease payments arising from the lease. Short-term leases that have an initial term greater than one month but less than one year are not capitalized in the above
manner but related costs each period must be disclosed.

As a non-operator in recent years and having adequate liquidity, the Company has generally not entered into lease transactions. Presently, our only lease
is an operating lease for our corporate office space in Houston, Texas, effective May 1, 2019, which expires November 30, 2022. We have no finance leases
and no short-term leases.

Adoption of the new standard did not impact our unaudited condensed consolidated statements of operations, cash flows or stockholders’ equity. At
adoption we recorded our operating lease as follows:

Asset (Liability)
Balance June 30, 2019  

Adjustment at Adoption
July 1, 2019

Operating lease right-of-use asset $ —  $ 161,125
Accrued liabilities and other:    

Deferred rent $ (4,338)  $ 4,338
Operating lease liability $ —  $ (26,194)

Operating lease liabilities - long-term $ —  $ (139,269)

In addition to the transitional elections, we have also elected a practical expedient to not separate lease components from non-lease components, such as
services provided by the lessor under the contract. Accordingly, we account for the lease and non-lease components in an arrangement as a single lease
component. We elected this expedient for our existing asset classes.

Although we presently have no short-term leases, we have made an accounting policy election not to apply the lease recognition requirements to any
future short-term leases, which the guidance defines as having a lease term of 12 months or less and not having an option to purchase the underlying asset that
we would be reasonably certain to exercise. Such lease payments would be recognized in our statement of operations on a straight-line basis over the lease
term as would have been done under the previous guidance.

Variable lease payments, which are neither fixed by the contract nor dependent on an index or rate, are not included in the lease liability or ROU assets.
We recognize such payments in our statement of operations in the period in which the obligation for those payments is incurred.

Recently Issued Accounting Pronouncement

In June 2016, the FASB issued ASU 2016-13, Financial Instruments - Credit Losses (“ASU 2016-13”). ASU 2016-13 changes the impairment model for
most financial assets and certain other instruments, including trade and other receivables, and requires the use of a new forward-looking expected loss model
that will result in the earlier recognition of allowances for losses. Early adoption is permitted and entities must adopt the amendment using a modified
retrospective approach to the first reporting period in which the guidance is effective. For smaller reporting companies, as provided by Accounting Standards
Update 2019-10, Financial Instruments - Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and Leases (Topic 842), ASU 2016-13 is effective
for annual periods, including interim periods within those annual periods, beginning after December 15, 2022. The adoption of ASU 2016-13 is currently not
expected to have a material effect on our consolidated financial statements.
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Evolution Petroleum Corporation and Subsidiaries

 Notes to Unaudited Consolidated Condensed Financial Statements

In December 2019, the FASB issued ASU No. 2019-12, Income Taxes ("Topic 740") - Simplifying the Accounting for Income Taxes. ASU 2019-12 is
intended to simplify accounting for income taxes. It removes certain exceptions to the general principles in Topic 740 and amends existing guidance to
improve consistent application. ASU 2019-12 is effective for annual periods, including interim periods within those annual periods, beginning after December
15, 2020. Early adoption is permitted. We are currently evaluating the impact of ASU 2019-12 on our consolidated financial statements.

Note 3 — Revenue from Contracts with Customers

Our revenue is primarily generated from our interests in the Delhi field in Northeast Louisiana and, commencing November 1, 2019 our interests in the
Hamilton Dome field in Wyoming. Additionally, an overriding royalty interest retained in a past divestiture of Texas property provided de minimis revenue:

 
Three Months Ended 

 December 31,  
Six Months Ended 

 December 31,

 
2019  2018  2019  2018

Revenues      

Crude oil $ 8,974,237  $ 10,515,875  $ 17,819,741  $ 21,913,327

Natural gas liquids 406,634  532,243  712,578  1,441,870

Natural gas 744  —  1,511  —

Total revenues $ 9,381,615  $ 11,048,118  $ 18,533,830  $ 23,355,197

We are non-operator and presently do not take production in kind and do not negotiate contracts with customers. We recognize oil, gas, and NGL
production revenue at the point in time when custody and title (“control”) of the product transfers to the customer. Transfer of control drives the presentation
of post-production expenses such as transportation, gathering and processing deductions within the accompanying statements of operations. Fees and other
deductions incurred prior to control transfer are recorded within the production costs line item on the accompanying unaudited condensed statements of
operations, while fees and other deductions incurred subsequent to control transfer are embedded in the price and effectively recorded as a reduction of oil,
gas, and NGL production revenue.

Judgments made in applying the guidance in Accounting Standards Codification Topic 606, Revenue from Contracts with Customers relate primarily to
determining the point in time when control of product transfers to the customer. The Company does not believe that significant judgments are required with
respect to the determination of the transaction price, including amounts that represent variable consideration, as volume and price carry a low level of
estimation uncertainty given the precision of volumetric measurements and the use of index pricing with predictable differentials. Accordingly, the Company
does not consider estimates of variable consideration to be constrained.

The Company’s contractual performance obligations arise upon the production of hydrocarbons from wells in which the Company has an ownership
interest. The performance obligations are considered satisfied at a point in time upon control transferring to a customer at a specified delivery point.
Consideration is allocated to satisfied performance obligations at the end of an accounting period.

Revenue is recorded in the month when contractual performance obligations are satisfied. However, settlement statements from the purchasers of
hydrocarbons and the related cash consideration are received one to two months after production has occurred, which is typical in the industry. As a result, the
Company must estimate the amount of production delivered to the customer and the consideration that will ultimately be received for sale of the product.
Estimated revenue due to the Company is recorded within the receivables line item on the accompanying unaudited condensed consolidated balance sheets
(“accompanying balance sheets”) until payment is received. The accounts receivable balances from contracts with customers within the accompanying
balance sheets as of December 31, 2019 and June 30, 2019 were $4.0 million and $3.2 million, respectively. To estimate accounts receivable from operator
contracts with customers, the Company uses knowledge of its properties, historical performance, contractual arrangements, index pricing, quality and
transportation differentials, and other factors as the basis for these estimates. Differences between estimates and actual amounts received for product sales are
recorded in the month that payment is received from the purchaser. Revenue recognized during the six months ended December 31, 2019, that related to
performance obligations satisfied in prior reporting periods, was immaterial.
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Evolution Petroleum Corporation and Subsidiaries

 Notes to Unaudited Consolidated Condensed Financial Statements

Note 4 — Enduro Purchase and Sale Agreement and "Stalking Horse" Bid

During the first quarter of fiscal 2019, the Company recorded a $1.1 million break-up fee upon the closing of a higher bidder's purchase transaction.
During May 2018, the Company had entered into a Purchase and Sale Agreement ("PSA"), to acquire, as the "stalking horse" bidder, certain oil and gas assets
from an affiliate of Enduro Resource Partners LLC ("Enduro") for a purchase price of $27.5 million, subject to the outcome of Enduro's Chapter 11 process.
Contemporaneous with executing the PSA, the Company made a $2.75 million deposit to an acquisition escrow account which, together with interest earned,
comprised the restricted cash balance on the Company's June 30, 2018 consolidated statement of financial position. Earlier in the first quarter of 2019, the
Company was repaid its deposit together with related earned interest when a higher bidder first emerged in the bidding process.

The Company's initial and subsequent bids represented offers under Section 363 of the U.S. Bankruptcy Code in Enduro's Chapter 11 proceeding. Such
offers are commonly referred to as “stalking horse” bids and are subject to higher bids, in accordance with the bidding procedures approved by the
Bankruptcy Court. In connection with the PSA, the Company had incurred third party due diligence expenses, which have been reflected in the Company's
consolidated statement of operations for the year ended June 30, 2018.

Note 5 — Prepaid Expenses

 

December 31, 
2019  

June 30, 
2019

Prepaid insurance $ 90,504  $ 206,198
Prepaid subscription and licenses 48,895  55,435
Prepaid federal and state income taxes 351,679  121,679
Prepaid investor relations and other 27,318  74,966

Total prepaid expenses $ 518,396  $ 458,278

Note 6 — Property and Equipment
 

 

December 31, 
2019  

June 30, 
2019

Oil and natural gas properties
 

 
 

Property costs subject to amortization $ 106,951,180  $ 95,622,153
Less: Accumulated depreciation, depletion, and amortization (38,136,611)  (35,275,687)
Unproved properties not subject to amortization —  —

Oil and natural gas properties, net $ 68,814,569  $ 60,346,466
Other property and equipment

 

 
 

Furniture, fixtures, office equipment and other, at cost $ 154,731  $ 154,731
Less: Accumulated depreciation (132,817)  (128,313)
Other property and equipment, net $ 21,914  $ 26,418

 
During the six months ended December 31, 2019 and 2018, the Company incurred capital expenditures of $1.1 million and $4.0 million, respectively,

in the Delhi field.

Hamilton Dome Acquisition

On November 1, 2019, and effective as of October 1, 2019, our wholly-owned subsidiary, Evolution Petroleum West, Inc., a Delaware corporation,
purchased a 23.51% non-operating working interest and a 19.70% revenue interest in the Hamilton Dome unitized field located in Hot Springs County,
Wyoming, from entities owned or controlled by Merit Energy Company ("Merit") of Dallas, Texas. At closing on November 1, 2019, we paid a cash purchase
price of $9.5 million which was subject to customary purchase price adjustments, which were settled in December 2019 upon our receipt of a $0.2 million
cash payment made by Merit. Given the effective date of the transaction, the purchase price adjustment consisted of our interest's share of sales proceeds from
October sales net of our share of operating expenses. Commencing November 1, 2019, we began recording
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our share of Hamilton Dome revenues, related expenses and capital costs. In connection with this acquisition, the Company recorded a $0.9 million non-cash
addition of asset retirement obligations of wells and related assets.

The unit included 265 producing and water injection wells and associated facilities producing crude oil from proved developed reserves. There were no
proved undeveloped reserves, probable nor possible reserves. We accounted for this acquisition transaction as an asset purchase.

Note 7 — Leases

Operating leases are reflected as an operating lease ROU asset included in other assets, in accrued and other liabilities-current and as an operating lease
liability on our unaudited condensed consolidated balance sheet. Operating lease ROU assets and liabilities are recognized at the commencement date of an
arrangement based on the present value of lease payments over the lease term. In addition to the present value of lease payments, the operating lease ROU
asset would also include any lease payments made to the lessor prior to lease commencement less any lease incentives and initial direct costs incurred, if any.
Lease expense for operating lease payments is recognized on a straight-line basis over the lease term.

As an non-operator in recent years and having adequate liquidity, the Company has generally not entered into lease transactions. Presently, our only
operating lease is for corporate office space in Houston, Texas, effective May 1, 2019 and which expires November 30, 2022. Presently we have one
operating lease for office space, no finance leases and no short-term leases.

Certain assumptions and judgments made by the Company when evaluating a contract that meets the definition of a lease under Topic 842 include:

• Discount Rate - Our lease does not provide an implicit rate. Accordingly, we are required to use our incremental borrowing rate in determining the
present value of lease payments based on the information available at commencement date. Our incremental borrowing rate reflects the estimated
rate of interest that we would pay to borrow on a collateralized basis over a similar term for an amount equal to the lease payments in a similar
economic environment. At adoption, July 1, 2019,we used our prime-rate-based borrowing rate under our senior secured credit facility as our
incremental borrowing as the term facility was based on a similar term and is appropriately risk-adjusted.

• Lease Term - At inception the Company evaluates the contract containing a lease arrangement to determine the length of the lease term when
recognizing a ROU asset and corresponding lease liability. When determining the lease term, an option available to extend or to early terminate the
arrangement is evaluated and included when it is reasonably certain an option will be exercised. Because of the Company’s intent to maintain
operational flexibility, there is no available option to extend that the Company is reasonably certain it will exercise. We have no expectation to use
the early termination option that we are reasonably certain to exercise.

The components of our total lease expense, included in general and administrative expense, are as follows:

 
Three Months Ended

December 31, 2019  
Six Months Ended
December 31, 2019

Operating lease cost 13,015  $ 26,030
Variable lease expense (1) 5,594  6,584
Total lease expense 18,609  $ 32,614

(1) Variable lease payments that are not dependent on an index or rate are not included in the lease liability or ROU asset.
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Supplemental cash flow, balance sheet and other disclosures information related to our operating leases are as follows:

 
As of and For the Six

Months Ended
December 31, 2019

Cash Flow:  
Cash paid for amounts included in the measurement of lease liabilities $ 4,903
ROU asset added in exchange for lease obligation at adoption 161,125

  

Balance Sheet:  
Operating lease ROU asset (included in other assets) 139,379
Accrued liabilities - current 51,974
Operating lease liability - long-term 112,870

  

Other:  
Weighted average remaining lease term in years 2.91
Weighted average discount rate 5.15%

At December 31, 2019, maturities of our operating lease liability are as follows:

Fiscal Year
Operating Lease

Liability

Remainder of 2020 $ 29,419
2021 59,945
2022 61,843
2023 26,098
Total lease payments 177,305

Less imputed interest (12,461)
Total lease liability $ 164,844
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Note 8 — Other Assets

As of December 31, 2019 and June 30, 2019, other assets consisted of the following:

 

December 31, 
2019  

June 30, 
2019

Royalty rights $ 108,512  $ 108,512
Less: Accumulated amortization of royalty rights (54,256)  (47,474)
Investment in Well Lift Inc., at cost 108,750  108,750
Deferred loan costs 168,972  168,972
Less: Accumulated amortization of deferred loan costs (149,505)  (141,927)
Right of use asset under operating lease 161,125  —
Less: Accumulated amortization of right of use asset (21,746)  —
Software license 20,662  20,662
Less: Accumulated amortization of software license (10,906)  (7,462)

Other assets, net $ 331,608  $ 210,033

Our royalty rights and investment in Well Lift, Inc. ("WLI") resulted from the separation of our artificial lift technology operations in December 2015.
We conveyed our patents and other intellectual property to WLI and retained a 5% royalty on future gross revenues associated with the technology. We own
17.5% of the common stock of WLI and account for our investment in this private company at cost less impairment, if any, plus or minus changes resulting
from observable price changes in orderly transactions for the identical or a similar investment of the same issuer, if such were to occur. The Company
evaluates the investment for impairment when it identifies any events or changes in circumstances that might have a significant adverse effect on the fair
value of the investment.

Note 9 — Accrued Liabilities and Other
 

As of December 31, 2019 and June 30, 2019, our other current liabilities consisted of the following:

 

December 31, 
2019  

June 30, 
2019

Accrued incentive and other compensation $ 370,456  $ 369,719
Asset retirement obligations due within one year —  50,244
Operating lease liability, current 51,974  —
Accrued franchise taxes 62,178  5,738
Accrued ad valorem taxes 52,515  100,500
Other accrued liabilities 11,553  11,554

Accrued liabilities and other $ 548,676  $ 537,755
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Note 10 — Asset Retirement Obligations
 

Our asset retirement obligations represent the estimated present value of the amount we expect to incur to plug, abandon and remediate our producing
properties at the end of their productive lives in accordance with applicable laws. The following is a reconciliation of the beginning and ending asset
retirement obligations for the six months ended December 31, 2019 and for the year ended June 30, 2019:

 

December 31, 
2019  

June 30, 
2019

Asset retirement obligations — beginning of period $ 1,610,845  $ 1,422,955
Liabilities incurred 903,580 (a) 31,268
Liabilities settled (50,610)  —
Liabilities sold —  —
Accretion of discount 62,430  101,506
Revision of previous estimates (32,504)  55,116
Asset retirement obligations — end of period $ 2,493,741  $ 1,610,845
Less current portion in accrued liabilities —  (50,244)

Long-term portion of asset retirement obligations $ 2,493,741  $ 1,560,601
 

(a) Liabilities incurred in fiscal 2020 were due to our acquisition of our Hamilton Dome interest.

Note 11 — Stockholders’ Equity

 Common Stock
 

As of December 31, 2019, we had 33,106,988 shares of common stock outstanding.

The Company began paying quarterly cash dividends on common stock in December 2013. We paid dividends of $6,621,194 and $6,634,896 to our
common stockholders during the six months ended December 31, 2019 and 2018, respectively. The following table reflects the dividends paid within the
respective three month periods:

Common Stock Cash Dividends per Share 2019  2018

First quarter ended September 30, $ 0.10  $ 0.10
Second quarter ended December 31, $ 0.10  $ 0.10

In May 2015, the Board of Directors approved a share repurchase program covering up to $5 million of the Company's common stock. Since inception
of the program through December 31, 2019, the Company spent $3.3 million to repurchase 556,339 common shares at an average price of $5.95 per share,
including 290,147 shares at an average cost of $5.85 during the six months ended December 31, 2019. Under the program's terms, shares are repurchased
only on the open market and in accordance with the requirements of the Securities and Exchange Commission. Such shares are initially recorded as treasury
stock, then subsequently canceled. The timing and amount of repurchases depends upon several factors, including financial resources and market and business
conditions. There is no fixed termination date for this repurchase program, and it may be suspended or discontinued at any time.

During the six months ended December 31, 2019 and 2018, the Company also acquired treasury stock from holders of newly vested stock-based
awards to fund the recipients' payroll tax withholding obligations. The treasury shares were subsequently canceled. Such shares were valued at fair market
value on the date of vesting. The following table shows all treasury stock purchases in the respective periods:
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Six Months Ended 

 December 31,

 2019  2018

Number of treasury shares acquired (1) 299,402  15,489
Average cost per share $ 5.85  $ 8.95

Total cost of treasury shares acquired $ 1,750,839  $ 138,638

(1) The fiscal 2020 number of shares is net of 49,118 shares forfeited in the period.

 Expected Tax Treatment of Dividends

For the fiscal year ended June 30, 2019, all common stock dividends were treated for tax purposes as qualified dividend income to recipients. Based on
our current projections for the fiscal year ending June 30, 2020, we expect all common dividends for such period to be treated as qualified dividend income.
Such projections are based on our reasonable expectations as of December 31, 2019 and are subject to change based on our final tax calculations at the end of
the fiscal year.

Note 12 — Stock-Based Incentive Plan
 

At the December 8, 2016 annual meeting, the stockholders approved the adoption of the Evolution Petroleum Corporation 2016 Equity Incentive Plan
(the “2016 Plan”), which replaced the Evolution Petroleum Corporation Amended and Restated 2004 Stock Plan (the "2004 Plan") for which there were no
shares available for future grants. The 2016 Plan authorizes the issuance of 1,100,000 shares of common stock prior to its expiration on December 8, 2026.
Incentives under the 2016 Plan may be granted to employees, directors and consultants of the Company in any one or a combination of the following forms:
incentive stock options and non-statutory stock options, stock appreciation rights, restricted stock awards and restricted stock unit awards, performance share
awards, performance cash awards, and other forms of incentives valued in whole or in part by reference to, or otherwise based on, our common stock,
including its appreciation in value. As of December 31, 2019, 390,489 shares remained available for grant under the 2016 Plan.

All outstanding awards granted under the 2004 Plan continue to be subject to the terms and conditions as set forth in the agreements evidencing such
awards and the terms of the 2004 Plan. Under these agreements, we have outstanding grants of restricted common stock awards ("Restricted Stock") and
contingent restricted common stock awards ("Contingent Restricted Stock") to employees and directors of the Company.

Restricted Stock and Contingent Restricted Stock

The Company has awarded grants of both Restricted Stock and Contingent Restricted Stock as part of its long-term incentive plan. Such grants, which
expire after a maximum of four years if unvested, contain service-based, performance-based and market-based vesting provisions. The common shares
underlying the Restricted Stock grants are issued on the date of grant. Contingent Restricted Stock grants vest only upon the attainment of higher
performance-based or market-based vesting thresholds and are issued only upon vesting. Shares underlying Contingent Restricted Stock awards are reserved
from the Plan they were granted under.

In July 2019, the new chief executive officer upon his employment, received 48,872 shares of serviced-based restricted common stock which vest in
three equal amounts on June 30, 2020, 2021 and 2022, and was also awarded a total of 200,000 market-based restricted stock units consisting of four equal
tranches, each of which may vest only if its respective stock price requirement is met before the award term expires. Each tranche has a separate stated price
requirement and respective vesting will occur only if, before July 1, 2023, the ninety-day trailing average Company stock share price equals or exceeds its
tranche price requirement.

Later during the six months ended December 31, 2019, we granted 52,119 service-based and 104,236 market-based Restricted Stock awards to our
employees as well as 56,395 service-based awards to the Company's directors.

Service-based awards vest with continuous employment by the Company, generally in annual installments over their terms of three to four years.
Awards to the Company's directors have one-year cliff vesting. Restricted Stock grants which vest based on service are valued at the fair market value on the
date of grant and amortized over the service period.
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Performance-based grants vest upon the attainment of earnings, revenue and other operational goals and require that the recipient remain an employee
or director of the Company through the vesting date. The Company recognizes compensation expense for performance-based awards ratably over the
expected vesting period based on the grant date fair value when it is deemed probable, for accounting purposes, that the performance criteria will be achieved.
The expected vesting period may be deemed to be shorter than the term of the award. As of December 31, 2019, there were no performance-based awards
outstanding.

Many of our past market-based awards could vest if their respective two- or three-year trailing total returns on the Company’s common stock exceed
the corresponding total returns of various quartiles of indices consisting of peer companies. Additionally, more recent market-based awards vest when the
average of the Company's closing stock price over a defined measurement period meets or exceeds a required stock price. The fair values and expected
vesting periods of these awards are determined using a Monte Carlo simulation based on the historical volatility of the Company's total return compared to the
historical volatilities of the other companies in the index. Compensation expense for market-based awards is recognized over the expected vesting period
using the straight-line method, so long as the holder remains an employee or director of the Company. Total compensation expense is based on the fair value
of the awards at the date of grant and is independent of vesting or expiration of the awards, except for termination of service.

For market-based awards granted during the six months ended December 31, 2019 and 2018, the assumptions used in the Monte Carlo simulation valuations,
expected lives and fair values were as follows:

 Six Months Ended December 31,

 2019  2018

Weighted average fair value of market-based awards granted $ 3.79  $ 8.24
Risk-free interest rate 1.65% to 1.87%  2.69%
Expected vesting term in years 1.35 to 2.56  2.82
Expected volatility 38.6% to 43.7%  41.8%
Dividend yield 6% to 7.2%  4.0%

Unvested Restricted Stock awards at December 31, 2019 consisted of the following:

Number of
Restricted

Shares  

Weighted
Average

Grant-Date
Fair Value

Service-based awards 171,609  $ 5.95
Market-based awards 129,710  5.10
Unvested Restricted Stock at December 31, 2019 301,319  $ 5.59

The following table sets forth the Restricted Stock transactions for the six months ended December 31, 2019:

 

Number of
Restricted

Shares  

Weighted
Average

Grant-Date
Fair Value  

Unamortized
Compensation

Expense at
December 31, 2019  

Weighted Average
Remaining

Amortization Period
(Years)

Unvested at July 1, 2019 176,683  $ 8.09     
Service-based shares granted 157,386  5.73     
Market-based shares granted 104,236  4.34     
Vested (87,868)  7.29     
Forfeited (49,118)  9.35     

Unvested Restricted Stock at December 31, 2019 301,319  $ 5.59  $ 1,442,559  2.08
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Unvested Contingent Restricted Stock awards table below consists solely of market-based awards:

 

Number of 
Contingent
Restricted

Shares  

Weighted
Average

Grant-Date
Fair Value  

Unamortized
Compensation

Expense at
December 31, 2019  

Weighted Average
Remaining

Amortization Period
(Years)

Unvested at July 1, 2019 10,156  $ 3.42     
Market-based awards granted 200,000  3.50     
Vested (10,156)  3.42     

Unvested contingent shares at December 31, 2019 200,000  $ 3.50  $ 433,878  0.87

Stock-based compensation expense related to Restricted Stock and Contingent Restricted Stock grants for the three months ended December 31, 2019
and 2018 was $236,190 and $254,111, respectively. For the corresponding six periods, stock-based compensation expense was $568,203 and $469,484,
respectively.

Note 13 — Income Taxes

We file a consolidated federal income tax return in the United States and various combined and separate filings in several state and local jurisdictions.

There were neither unrecognized tax benefits nor any accrued interest or penalties associated with unrecognized tax benefits during any periods
presented in the financial statements. We believe we have appropriate support for the income tax positions taken and to be taken on our tax returns and that
the accruals for tax liabilities are adequate for all open years based on our assessment of various factors including past experience and interpretations of tax
law applied to the facts of each matter. The Company’s federal and state income tax returns are open to audit under the statute of limitations for the years
ended June 30, 2015 through June 30, 2018 for federal tax purposes and for the years ended June 30, 2016 through June 30, 2018 for state tax purposes. To
the extent we utilize net operating losses generated in earlier years, such earlier years may also be subject to audit.

For the six months ended December 31, 2019 and 2018, respectively, we recognized income tax expenses of $1.0 million and $2.2 million. For the
corresponding periods, effective tax rates were 18.4% and 18.3%. Our effective tax rate will typically differ from the statutory federal rate as a result of state
income taxes, primarily in the State of Louisiana, and differences related to percentage depletion in excess of basis, stock-based compensation and other
permanent differences. For both periods, our respective statutory federal tax rate was 21%.

Note 14 — Net Income Per Share
 
The following table sets forth the computation of basic and diluted income per share:

 
Three Months Ended December 31,  Six Months Ended December 31,

 
2019  2018  2019  2018

Numerator
 

 
 

 
 

 
 

Net income available to common shareholders $ 1,764,918  $ 3,904,565  $ 4,557,738  $ 9,700,366
Denominator

 

 
 

 
 

 
 

Weighted average number of common shares — Basic 32,988,737  33,167,159  33,057,691  33,134,726
Effect of dilutive securities:

 

 
 

 
 

 
 

   Contingent restricted stock grants —  9,344  3,864  13,049
Weighted average number of common shares and potentially dilutive
common shares used in diluted earnings per share 32,988,737  33,176,503  33,061,555  33,147,775

        

Net income per common share — Basic $ 0.05  $ 0.12  $ 0.14  $ 0.29

Net income per common share — Diluted $ 0.05  $ 0.12  $ 0.14  $ 0.29
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Outstanding Potentially Dilutive Securities

Weighted
Average

Exercise Price  
At December 31,

2019

Contingent Restricted Stock grants $ —  200,000
 

Outstanding Potentially Dilutive Securities

Weighted
Average

Exercise Price  
At December 31,

2018

Contingent Restricted Stock grants $ —  10,156

Note 15 — Senior Secured Credit Agreement

On April 11, 2016, the Company entered into a three-year, senior secured reserve-based credit facility ("Facility") in an amount up to $50 million. On
May 25, 2018, we entered into the third amendment to our credit agreement governing the revolving credit facility to, among other things, extend the maturity
date to April 11, 2021. On December 31, 2018, we entered into the fourth amendment to our credit agreement governing the revolving credit facility to
broaden the definition for the Use of Proceeds.

As of December 31, 2019, the Company's elected commitment and borrowing base were $40 million, we were in compliance with all financial
covenants and there were no amounts outstanding under the Facility, which is secured by substantially all of the Delhi field assets.

Under the Facility the borrowing base shall be determined semiannually during the term of the Facility. The bank's recent redetermination of the
borrowing base confirmed our elected amount of $40 million.

Borrowings from the Facility may be used for the acquisition and development of oil and gas properties, investments in cash flow generating assets
complimentary to the production of oil and gas, and for letters of credit and other general corporate purposes.

The Facility included a placement fee of 0.50% on the initial borrowing base, amounting to $50,000, and carries a commitment fee of 0.25% per
annum on the undrawn portion of the borrowing base. Any borrowings under the Facility will bear interest, at the Company’s option, at either LIBOR plus
2.75% or the Prime Rate, as defined under the Facility, plus 1.00%. The Facility contains financial covenants including a requirement that the Company
maintain, as of the last day of each fiscal quarter, (a) a maximum total leverage ratio of not more than 3.00 to 1.00, (b) a debt service coverage ratio of not less
than 1.10 to 1.00, and (c) a consolidated tangible net worth of not less than $50 million, all as defined under the Facility.

In connection with this agreement, the Company incurred $168,972 of debt issuance costs. Such costs were capitalized in Other Assets and are being
amortized to expense. The unamortized balance in debt issuance costs related to the Facility was $19,467 as of December 31, 2019.

Note 16 — Commitments and Contingencies
 

We are subject to various claims and contingencies in the normal course of business. In addition, from time to time, we receive communications from
government or regulatory agencies concerning investigations or allegations of noncompliance with laws or regulations in jurisdictions in which we operate.
At a minimum, we disclose such matters if we believe it is reasonably possible that a future event or events will confirm a loss through impairment of an asset
or the incurrence of a liability. We accrue a loss if we believe it is probable that a future event or events will confirm a loss and we can reasonably estimate
such loss and we do not accrue future legal costs related to that loss. Furthermore, we will disclose any matter that is unasserted if we consider it probable that
a claim will be asserted and there is a reasonable possibility that the outcome will be unfavorable. We expense legal defense costs as they are incurred.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations 

Executive Overview

Results of Operations

Liquidity and Capital Resources

Critical Accounting Policies and Estimates

Executive Overview

 General

Evolution Petroleum Corporation is an oil and gas company focused on delivering a sustainable dividend yield to its stockholders through the
ownership, management and development of oil and gas properties. In support of that objective, the Company's long-term goal is to build a diversified
portfolio of oil and gas assets primarily through acquisitions, while seeking opportunities to maintain and increase production through selective development,
production enhancement and other exploitation efforts on its properties.

Our producing assets consist of our interests in the Delhi Holt-Bryant Unit in the Delhi field in Northeast Louisiana, a CO2 enhanced oil recovery
project, and our interests in the Hamilton Dome field located in Hot Springs County, Wyoming, a secondary recovery field utilizing water injection wells to
pressurize the reservoir, and overriding royalty interests in two onshore Texas wells.

Our interests in the Delhi field consist of a 23.9% working interest, with an associated 19.0% revenue interest and separate overriding royalty and
mineral interests of 7.2% yielding a total net revenue interest of 26.2%. The field is operated by Denbury Onshore LLC, a subsidiary of Denbury Resources,
Inc. (NYSE: DNR).

On November 1, 2019, we acquired mineral interests in the Hamilton Dome field consisting of a 23.5% working interest, with an associated 19.7%
revenue interest (inclusive of a small overriding royalty interest). The field is operated by the non-public Merit Energy Company ("Merit"), who owns the
vast majority of the remaining working interest in Hamilton Dome field.

Highlights for our Second Quarter of Fiscal 2020 and Operations Update

"Current quarter" refers to the three months ended December 31, 2019, the Company's second quarter of fiscal 2020.

"Prior quarter" refers to the three months ended September 30, 2019, the Company's first quarter of fiscal 2020.

"Year-ago quarter" refers to the three months ended December 31, 2018, the Company's second quarter of fiscal 2019. 

• Acquired oil producing assets in Hamilton Dome Field in Wyoming for $9.3 million of cash, net of a $0.2 million post-closing adjustment.

• Paid 25th consecutive quarterly cash dividend on common shares and declared the next dividend payment of $0.10 per share, payable on March 31,
2020.

• Generated total revenues of $9.4 million for the quarter, up 2.5% from the prior quarter.

• Reported net income of $1.8 million.

• Ended the quarter with $20.9 million in cash and a $40 million undrawn credit facility.

Overview

On November 1, 2019, we successfully closed, and subsequently integrated the acquisition of the Hamilton Dome field. Hamilton Dome field is a very
long-life producing asset that has been on production for more than 100 years. Merit has operated the field for more than 20 years and is an experienced low-
cost operator for these type of assets. The current quarter includes two months of production from Hamilton Dome field. The transaction is a first step in the
Company's efforts to diversify and grow its asset base through the purchase of primarily long-life, developed oil and gas properties, which will be supportive
of the Company's objective of providing a s
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ustainable dividend. The management of the Company believes that the current weakness in oil and gas prices presents opportunities to acquire long-life
production with upside potential at an attractive price per BOE and that the Company's substantial liquidity positions it well to take advantage of such
opportunities as they arise.

Similar to other oil and gas producers, our overall performance during the quarter was impacted by lower price realizations. During the quarter, we were
further impacted by the short-term repair to the oil sales pipeline at Delhi, which more than offset the increased volumes.

Gross oil production at Delhi averaged approximately 5,900 BOPD during the quarter, a 4.5% decrease from the prior quarter. Gross NGL production
for the quarter was approximately 1,130 BOEPD, a 2.8% increase from the prior quarter. Oil production in the Delhi Field was impacted by the shutting-in of
high gas/oil ratio wells for evaluation for their potential to produce from other zones that have a lower gas/oil ratio. Facility improvement capital projects to
increase the gas processing and re-injection capacity are also being evaluated to allow continued production from high gas/oil ratio wells that are not
candidates for recompletion.

The Company recorded quarterly net income of $1.8 million, or $0.05 per diluted share, compared to $2.8 million, or $0.08 per diluted share, in the
prior quarter. The change in net income is primarily due to lower average realized oil prices at Delhi, exacerbated by approximately $0.4 million for
temporary trucking and handling charges due to a planned repair to a section of the oil sales pipeline. These more than offset the Louisiana Light Sweet
("LLS") premium to West Texas Intermediate ("WTI"), and results in a deduction to WTI in the current quarter. The pipeline repair was completed in late
January, and all Delhi oil sales are back on pipeline as of February 1, 2020.

These items, and others, are further discussed below.

Additional property and project information is included under Item 1. Business, Item 2. Properties, Notes to the Financial Statements and Exhibit 99.1
of our Form 10-K for the year ended June 30, 2019.
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Results of Operations
Three Months Ended December 31, 2019 and 2018

Revenues

Compared to the corresponding year-ago period, current period revenues decreased 15.1% due to 18.7% lower realized commodity prices offset by a 4.5%
increase in production volumes, primarily due to the impact of Hamilton Dome revenues for sixty-one days. The lower average realized oil price in the
quarter was exacerbated by revenue reductions at Delhi of approximately $0.4 million for temporary trucking and handling charges due to a planned repair to
a section of the oil sales pipeline. This more than offsets Delhi field's expected Louisiana Light Sweet "LLS" premium to West Texas Intermediate ("WTI"),
resulting in a realized price below WTI in the current quarter. This pipeline repair project commenced in November and was completed in late January, and all
Delhi oil sales are back on pipeline as of February 1, 2020.

From the recently acquired Hamilton Dome field, the current quarter revenues benefited from approximately $1.1 million of oil revenue sales that
commenced November 1, 2019, representing Evolution's share of sixty-one days of oil production. The Hamilton Dome oil production trades at a discount to
WTI based on its specific gravity and sulfur content.

The following table summarizes total production volumes, daily production volumes, average realized prices and revenues for the three months ended
December 31, 2019 and 2018:

 Three Months Ended December 31,     

 2019  2018  Variance  Variance %

Oil and gas production        
  Crude oil revenues $ 8,974,237  $ 10,515,875  $ (1,541,638)  (14.7)%

  NGL revenues 406,634  532,243  (125,609)  (23.6)%

  Natural gas revenues 744  —  744  n.m.

  Total revenues $ 9,381,615  $ 11,048,118  $ (1,666,503)  (15.1)%

        
  Crude oil volumes (Bbl) 168,117  163,361  4,756  2.9 %

  NGL volumes (Bbl) 27,260  23,701  3,559  15.0 %

  Natural gas volumes (Mcf) 356  —  356  n.m.

Equivalent volumes (BOE) 195,437  187,062  8,375  4.5 %

        

  Crude oil (BOPD, net) 1,827  1,776  51  2.9 %

  NGLs (BOEPD, net) 296  258  38  14.7 %

  Natural gas (BOEPD, net) 1  —  1  n.m.

 Equivalent volumes (BOEPD, net) 2,124  2,034  90  4.4 %

        

  Crude oil price per Bbl $ 53.38  $ 64.37  $ (10.99)  (17.1)%

  NGL price per Bbl 14.92  22.46  (7.54)  (33.6)%

  Natural gas price per Mcf 2.09  —  2.09  n.m.

   Equivalent price per BOE $ 48.00  $ 59.06  $ (11.06)  (18.7)%
n. m. Not meaningful.

The quarterly results above include those of our interests in the Hamilton Dome field beginning on November 1, 2019 acquisition date.

Production Costs

Due to the significance of CO2 costs incurred at the Delhi field, the Company reports production costs in two categories:

1. CO2 Cost (at Delhi); and
2. Other Production Costs, which now includes both Delhi field and Hamilton Dome field.
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In the current quarter, Delhi CO2 Cost decreased 6.3%; Delhi Other Production Costs decreased 2.3%; and total Delhi production costs decreased 4.1% to the
year-ago quarter.  Although purchased CO2 volumes increased 9.6% to 83.6 MMcf per day, this was more than offset by lower CO2 Cost per mcf of $0.77,
down 14.4% from the year-ago quarter, primarily due to lower crude oil prices, as purchased CO2 volumes are indexed to realized oil prices received in the
field.

All our Other Production Costs increased by $0.9 million primarily due to two months of production costs attributable to the Hamilton Dome field acquired in
the current quarter. Delhi Other Production Costs were down slightly as mentioned above.      

On a total cost per BOE basis, Delhi field costs increased 6.4% to $19.64 per BOE in current quarter, largely due to a 9.9% decline in total Delhi volumes in
the current period, partly offset by a 4.1% decrease in total Delhi production costs. 

Hamilton Dome field costs per BOE was $34.37 for the two months included in the current quarter, slightly higher than projected, and higher than the trailing
ten-months of field performance, or approximately $30 - $32 per BOE. In December, the field required several atypical workovers to address well repairs.
These workovers also had a slight impact on production volumes at Hamilton Dome in the current quarter. 

 Three Months Ended December 31,     
 2019  2018  Variance  Variance %

CO2 costs (a) $ 1,410,213  $ 1,504,930  $ (94,717)  (6.3)%

Other production costs 2,824,392  1,947,238  877,154  45.0 %

Total production costs $ 4,234,605  $ 3,452,168  $ 782,437  22.7 %

        

CO2 costs per BOE $ 7.22  $ 8.05  $ (0.83)  (10.3)%

All other production costs per BOE 14.45  10.40  4.05  38.9 %

Production costs per BOE $ 21.67  $ 18.45  $ 3.22  17.5 %

(a) Under our contract with the Delhi field operator, purchased CO2 is priced at 1% of the realized oil price in the field per Mcf, plus sales taxes and transportation costs as per contract terms.

 Three Months Ended December 31,     
 2019  2018  Variance  Variance %

CO2 costs per mcf $ 0.77  $ 0.90  $ (0.13)  (14.4)%

CO2 volumes (MMcf per day, gross) 83.6  76.3  7.3  9.6 %

Depletion, Depreciation and Amortization ("DD&A")

Total DD&A expense was 8.9% lower compared to the same year-ago period due to a 13.6% decline in oil and gas DD&A rate partially offset by a 4.5%
increase in production volumes in the period. The integration of the Hamilton Dome asset led to a lower overall DD&A per BOE rate. The DD&A rate going
into next quarter is approximately $6.80 per BOE.

 Three Months Ended December 31,     

 2019  2018  Variance  Variance %

DD&A of proved oil and gas properties $ 1,419,333  $ 1,571,321  $ (151,988)  (9.7)%

Depreciation of other property and equipment 2,182  4,143  (1,961)  (47.3)%

Amortization of intangibles 3,391  3,391  —  — %

Accretion of asset retirement obligations 36,143  24,778  11,365  45.9 %

Total DD&A $ 1,461,049  $ 1,603,633  $ (142,584)  (8.9)%

        
Oil and gas DD&A rate per BOE $ 7.26  $ 8.40  $ (1.14)  (13.6)%

General and Administrative Expenses

Expenses for the three months ended December 31, 2019 increased 14% to $1.4 million from the same year-ago quarter, primarily due to $0.2 million of
higher salaries and benefits associated with employment of Chief Executive Officer, severance costs and normal variations in professional services expenses.
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Other Income and Expenses

Interest income was lower due to lower average cash balance in the current quarter compared to the year-ago quarter, offset by slightly higher average interest
rates.

 Three Months Ended December 31,     

 2019  2018  Variance  Variance %

Interest and other income $ 52,941  $ 59,858  $ (6,917)  (11.6)%

Interest expense (29,345)  (29,345)  —  — %

Total other income, net $ 23,596  $ 30,513  $ (6,917)  (22.7)%

Net Income

Net income available to common stockholders for the three months ended December 31, 2019 decreased $2.1 million, or 55%, to $1.8 million compared to
the year-ago quarter. Pre-tax income decreased due to the aforementioned operating variances. Our income tax provision decreased due to lower pre-tax
income, partially offset by a higher effective income tax rate resulting from a lower permanent benefit related to statutory depletion.

 Three Months Ended December 31,     

 2019  2018  Variance  Variance %

Income before income taxes 2,273,360  4,764,260  (2,490,900)  (52.3)%

Income tax provision 508,442  859,695  (351,253)  (40.9)%

Net income available to common stockholders $ 1,764,918  3,904,565  $ (2,139,647)  (54.8)%
Income tax provision as percentage of income before income taxes 22.4%  18.0%     
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Results of Operations
Six Months Ended December 31, 2019 and 2018

Revenues

Compared to the corresponding year-ago period, current period revenues decreased 21% due to lower realized commodity prices as volumes were essentially
unchanged, inclusive of the Hamilton Dome revenues for sixty-one days. The lower average realized oil price in the period was exacerbated by revenue
reductions at Delhi of approximately $0.4 million for temporary trucking and handling charges resulting from a planned repair to a section of the oil sales
pipeline. This considerably reduced Delhi's Louisiana Light Sweet "LLS" premium to West Texas Intermediate ("WTI"), and results in a small premium to
WTI in the six months ended December 31, 2019. This pipeline repair project commenced in November and was completed in late January, and all Delhi oil
sales are back on pipeline as of February 1, 2020.

From the recently acquired Hamilton Dome field, the current period revenues benefited from approximately $1.1 million of oil revenue sales that commenced
November 1, 2019. The Hamilton Dome oil production trades at a discount to WTI based on its specific gravity and sulfur content.

The following table summarizes total production volumes, daily production volumes, average realized prices and revenues for the six months ended
December 31, 2019 and 2018:

 Six Months Ended December 31,     

 2019  2018  Variance  Variance %

Oil and gas production        
  Crude oil revenues $ 17,819,741  $ 21,913,327  $ (4,093,586)  (18.7)%

  NGL revenues 712,578  1,441,870  (729,292)  (50.6)%

  Natural gas revenues 1,511  —  1,511  n.m.

  Total revenues $ 18,533,830  $ 23,355,197  $ (4,821,367)  (20.6)%

        
  Crude oil volumes (Bbl) 317,224  322,267  (5,043)  (1.6)%

  NGL volumes (Bbl) 53,776  48,102  5,674  11.8 %

  Natural gas volumes (Mcf) 712  —  712  n.m.

Equivalent volumes (BOE) 371,119  370,369  750  0.2 %

        

  Crude oil (BOPD, net) 1,724  1,751  (27)  (1.5)%

  NGLs (BOEPD, net) 292  261  31  11.9 %

  Natural gas (BOEPD, net) 1  —  1  n.m.

 Equivalent volumes (BOEPD, net) 2,017  2,012  5  0.2 %

        

  Crude oil price per Bbl $ 56.17  $ 68.00  $ (11.83)  (17.4)%

  NGL price per Bbl 13.25  29.98  (16.73)  (55.8)%

  Natural gas price per Mcf 2.12  —  2.12  n.m.

   Equivalent price per BOE $ 49.94  $ 63.06  $ (13.12)  (20.8)%
n. m. Not meaningful.

Production Costs

Due to the significance of CO2 costs incurred at the Delhi field, the Company reports production costs in two categories:

1. CO2 Cost (at Delhi); and
2. Other Production Costs, which now includes both Delhi field and Hamilton Dome field.

In the current six-month period, Delhi CO2 Cost decreased 9.8%; Delhi Other Production Costs decreased $0.2 million, or 5.5%; and total Delhi production
costs decreased 7.4% compared to the year-ago period.  Although purchased CO2 volumes increased 5.1% to 76.6 MMcf per day, this was more than offset by
lower CO2 Cost per mcf of $0.80, down 14.0% from the
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year-ago period, primarily due to lower crude oil prices, as purchased CO2 volumes are indexed to realized oil prices received in the field.

All of our Other Production Costs increased by $0.7 million primarily due to two months of production costs attributable to the Hamilton Dome field acquired
on November 1, 2019, partially offset by $0.2 million of lower Delhi Other Production Costs as mentioned above.      

On a total cost per BOE basis, Delhi field costs increased 5.8% to $19.74 per BOE in current period, largely due to a 7.0% decline in total Delhi volumes in
the current period, partly offset by a 7.4% decrease in total Delhi production costs. 

Hamilton Dome field costs per BOE was $34.37 for its two months included in the current period, slightly higher than projected, and higher than the trailing
ten-months of field performance, or approximately $30 - $32 per BOE. In December, the field required several atypical workovers to address well repairs.
These workovers also had a slight impact on production volumes at Hamilton Dome in the current quarter. 

 Six Months Ended December 31,     
 2019  2018  Variance  Variance %

CO2 costs (a) $ 2,694,980  $ 2,988,782  $ (293,802)  (9.8)%

Other production costs 4,629,714  3,921,816  707,898  18.1 %

Total production costs $ 7,324,694  $ 6,910,598  $ 414,096  6.0 %

        

CO2 costs per BOE $ 7.26  $ 8.07  $ (0.81)  (10.0)%

All other production costs per BOE 12.48  10.59  1.89  17.8 %

Production costs per BOE $ 19.74  $ 18.66  $ 1.08  5.8 %

(a) Under our contract with the Delhi field operator, purchased CO2 is priced at 1% of the realized oil price in the field per Mcf, plus sales taxes and transportation costs as per contract terms.

 Six Months Ended December 31,     
 2019  2018  Variance  Variance %

CO2 costs per mcf $ 0.80  $ 0.93  $ (0.13)  (14.0)%

CO2 volumes (MMcf per day, gross) 76.6  72.9  3.7  5.1 %

Depletion, Depreciation and Amortization ("DD&A")

Total DD&A expense was 7.7% lower compared to the same year-ago period due to an 8.1% decrease in the oil and gas DD&A amortization as the volume
change between the two periods was very slight. The integration of the Hamilton Dome asset contributed to an overall lower composite DD&A rate.

 Six Months Ended December 31,     

 2019  2018  Variance  Variance %

DD&A of proved oil and gas properties $ 2,837,087  $ 3,088,063  $ (250,976)  (8.1)%

Depreciation of other property and equipment 4,504  8,286  (3,782)  (45.6)%

Amortization of intangibles 6,782  6,782  —  — %

Accretion of asset retirement obligations 62,430  48,962  13,468  27.5 %

Total DD&A $ 2,910,803  $ 3,152,093  $ (241,290)  (7.7)%

        
Oil and gas DD&A rate per BOE $ 7.64  $ 8.34  $ (0.70)  (8.4)%

General and Administrative Expenses

Expenses for the six months ended December 31, 2019 increased $0.2 million, or 8.2%, to $2.8 million from the same year-ago period due to $0.2 million of
higher salaries and benefits associated with employment of Chief Executive Officer, severance costs and normal variations in professional services expenses.
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Other Income and Expenses

Other income and expense (net) decreased due primarily to the Enduro breakup fee received during August 2018. Interest income is higher due to higher
average interest rates in the current period, offset by slightly lower average cash balance in the current quarter when compared to the year-ago quarter.

 Six Months Ended December 31,     

 2019  2018  Variance  Variance %

Enduro transaction breakup fee —  1,100,000  (1,100,000)  (100.0)%

Interest and other income 119,070  106,429  12,641  11.9 %

Interest expense (58,690)  (58,690)  —  — %

Total other income, net $ 60,380  $ 1,147,739  $ (1,087,359)  (94.7)%

Net Income

Net income available to common stockholders for the six months ended December 31, 2019 decreased $5.1 million, or 53%, to $4.6 million compared to the
same year-ago period. Pre-tax income decreased due to the aforementioned operating variances. Our income tax provision decreased primarily due to lower
pre-tax income as our effective income tax rate was relatively unchanged from the year-ago period.

 Six Months Ended December 31,     

 2019  2018  Variance  Variance %

Income before income taxes 5,584,163  11,876,413  (6,292,250)  (53.0)%

Income tax provision 1,026,425  2,176,047  (1,149,622)  (52.8)%

Net income available to common stockholders $ 4,557,738  $ 9,700,366  $ (5,142,628)  (53.0)%
Income tax provision as percentage of income before income taxes 18.4%  18.3%     

Liquidity and Capital Resources

Subsequent to the $9.3 million purchase of Hamilton Dome (net of a $0.2 million post-closing adjustment), we had $20.9 million in cash and cash
equivalents at December 31, 2019, compared to $31.5 million of cash and cash equivalents at June 30, 2019.

On November 1, 2019, and effective as of October 1, 2019, our wholly-owned subsidiary, Evolution Petroleum West, Inc., purchased a 23.51% non-
operating working interest and a 19.70% revenue interest in the Hamilton Dome field located in Hot Springs County, Wyoming, from entities owned or
controlled by Merit Energy Company ("Merit"). The cash consideration to Merit amounts to $9.3 million after net settlement of post-closing adjustments.

In addition, we have a senior secured reserve-based credit facility (the "Facility") with a maximum capacity of $50 million. The Facility had $40
million of undrawn borrowing base availability on December 31, 2019. Under the Facility the borrowing base shall be determined semiannually. There have
been no borrowings under the Facility, which matures on April 11, 2021, and it is secured by substantially by the reserves associated with Delhi field.

The bank's recent redetermination of the borrowing base confirmed our elected amount of $40 million. Our next scheduled determination will occur in
the spring of 2020.

Any future borrowings bear interest, at the Company's option, at either LIBOR plus 2.75% or the Prime Rate, as defined under the Facility, plus
1.0%. The Facility contains covenants which require the maintenance of (i) a total leverage ratio of not more than 3.0 to 1.0, (ii) a debt service coverage ratio
of not less than 1.1 to 1.0 and (iii) a consolidated tangible net worth of not less than $50.0 million, each as defined in the Facility. The Facility also contains
other customary affirmative and negative covenants and events of default. As of December 31, 2019, the Company was in compliance with all covenants
contained in the Facility.

During the six months ended December 31, 2019, we funded our operations, capital expenditures and cash dividends with cash generated from
operations resulting in a decrease of $10.6 million in cash, largely impacted by $9.3 million spent on an acquisition of the Hamilton Dome field and $1.7
million for repurchasing shares under the buyback program. As of
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December 31, 2019, our working capital was $21.7 million, a decrease of $10.7 million over working capital of $32.4 million at June 30, 2019.

We have historically funded our operations through cash from operations and working capital. Our primary source of cash is the sale of oil and natural
gas liquids production. A portion of these cash flows are used to fund our capital expenditures. While we expect to continue to expend capital to further
develop the Delhi field, we and the operator have flexibility as to when this capital is spent. The Company expects to manage future development activities in
the Delhi field and the limited capital maintenance requirements of the Hamilton Dome field within the boundaries of its operating cash flow and existing
working capital.

We are pursuing new growth opportunities through acquisitions or other transactions. In addition to our cash on hand, we have access to at least $40
million of undrawn elected borrowing base availability under our senior secured credit facility. In addition, we have an effective shelf registration statement
with Securities and Exchange Commission under which we may issue up to $500 million of new debt or equity securities. As we pursue new growth
opportunities, we would expect to use our internal resources of cash, working capital and borrowing capacity under our credit facility. It may also be
advantageous for us to consider issuing additional equity as part of any potential transaction, but we have no specific plans to issue additional equity at this
time.

In addition to our on-going cash dividend program, during October 2019, the Company repurchased $0.4 million of common shares under the stock
buyback program approved in May 2015. The Board of Directors instituted a cash dividend on our common stock in December 2013 and we have since paid
twenty-five consecutive quarterly dividends. Distribution of a substantial portion of free cash flow in excess of our operating and capital requirements through
cash dividends remains a priority of our financial strategy, and it is our long-term goal to increase our dividends over time as appropriate. On February 4,
2020, the Board declared the next quarterly common stock dividend of $0.10 per share, which will be paid on March 31, 2020 to stockholders of record on
March 16, 2020. The Board reviews the quarterly dividend rate in light of our financial position and operations, forecasted results, including the outlook for
commodity prices, the timing of further expansion of our producing assets and other potential growth opportunities.

Capital Expenditures

During the current period, we incurred $11.3 million on capital projects consisting of $9.3 million for the acquisition of Hamilton Dome field, a $0.9
million non-cash asset addition related to Hamilton Dome asset retirement obligations, and incurred $1.1 million at the Delhi field, primarily for the NGL
plant and completion of the water curtain project.

The current expectation for net capital spending for the remainder of fiscal 2020 is approximately $0.5 to $0.7 million for conformance and capital
workovers at Delhi field, and $0.1 to $0.2 million for capital workovers at Hamilton Dome. We anticipate all funding for our share of capital expenditure at
Delhi and Hamilton Dome will be met from cash flows from operations.

Our Delhi proved undeveloped reserves at June 30, 2019 included 1,583 MBOE of reserves and $8.6 million of future development costs associated
with Phase V development in the eastern portion of the field. The timing of such development is also dependent, in part, on the field operator's available funds
and capital spending plans and priorities within its portfolio of properties. The operator of Delhi has deferred the planned Phase V development project until
2021.

Overview of Cash Flow Activities

The table below compares a summary of our condensed consolidated statements of cash flows for six months ended December 31, 2019 and 2018
presented in the consolidated condensed financial statements in Item 1, Part I of this report on Form 10-Q.

 Six Months Ended December 31,   

Increases (Decreases) in Cash: 2019  2018  Difference
 (In Millions)
Net cash provided by operating activities $ 8.2  $ 14.1  $ (5.9)

Net cash used in investing activities (10.4)  (5.1)  (5.3)

Net cash used in financing activities (8.4)  (6.7)  (1.7)

 $ (10.6)  $ 2.3  $ (12.9)

Cash provided by operating activities in the current year period decreased $5.9 million compared to the same year-ago period due to a $5.1 million
decrease in cash provided by net income together with $0.6 million decrease in cash provided by non-cash expenses, and a $0.2 million decrease in cash
provided from current operating assets and liabilities.
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Cash used in investing activities increased $5.3 million due to $9.3 million spent for the Hamilton Dome acquisition partly offset by $3.9 million of
lower Delhi field capital expenditure disbursements in the fiscal 2020 following the completion of the infill drilling project in the prior year.

Cash used by financing activities increased $1.7 million due to common stock repurchases in the first quarter of fiscal 2020 through an authorized
stock buyback program.

Critical Accounting Policies and Estimates

See our Critical Accounting Policies and Estimates as disclosed within Item 7. Management's Discussion and Analysis of Financial Condition and
Results of Operations in the 2019 Form 10-K. For recently adopted and recently issued accounting pronouncements from the Financial Accounting Standards
Board, please see Note 2 – Summary of Significant Accounting Policies herein.

Item 3.  Quantitative and Qualitative Disclosures About Market Risks

Information about market risks for the three months ended December 31, 2019, did not change materially from the disclosures in Item 7A of our
Annual Report on Form 10-K for the year ended June 30, 2019.

Commodity Price Risk

Our most significant market risk is the pricing for crude oil and NGL's. We expect energy prices to remain volatile and unpredictable. If energy prices
decline significantly, our revenues and cash flow would significantly decline. In addition, a non-cash write-down of our oil and gas properties could be
required under full cost accounting rules if future oil and gas commodity prices sustained a significant decline. Prices also affect the amount of cash flow
available for capital expenditures and our ability to borrow and raise additional capital, as, if and when needed. We may use derivative instruments to manage
our exposure to commodity price risk from time to time based on our assessment of such risk.

Interest Rate Risk 

We currently have only a small exposure to changes in interest rates. Changes in interest rates affect the interest earned on our cash and cash
equivalents. Under our current policies, we do not use interest rate derivative instruments to manage exposure to interest rate changes.

Item 4. Controls and Procedures

We maintain disclosure controls and procedures that are designed to ensure that information required to be disclosed in our Exchange Act reports is
recorded, processed, summarized and reported within the time periods specified in the Securities and Exchange Commission’s rules and forms and that such
information is accumulated and communicated to this Company’s management, including our Chief Executive Officer and Chief Financial Officer, as
appropriate to allow for timely decisions regarding required disclosure.

As required by Securities and Exchange Commission Rule 13a-15(b), we carried out an evaluation, under the supervision and with the participation of
the Company’s management, including our Chief Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of our
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(c) and 15d-15(e)) as of the end of the quarter covered by this report. In
designing and evaluating our disclosure controls and procedures, our management recognizes that controls and procedures, no matter how well designed and
operated, can provide only reasonable assurance of achieving desired control objectives. Based on the foregoing, our Chief Executive Officer and Chief
Financial Officer concluded that as of December 31, 2019 our disclosure controls and procedures are effective in ensuring that the information required to be
disclosed in our reports filed or submitted under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the
Securities and Exchange Commission rules and forms.

Under the supervision and with the participation of the Company’s management, including its Chief Executive Officer and Chief Financial Officer,
during the quarter ended December 31, 2019, we have determined there has been no changes in our internal controls over financial reporting that have
materially affected, or are reasonably likely to materially affect, our internal controls over financial reporting.
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PART II - OTHER INFORMATION
 

Item 1. Legal Proceedings

None.

Item 1A. Risk Factors

Our Annual Report on Form 10-K for the year ended June 30, 2019 includes a detailed description of our risk factors. There have been no material
changes to the risk factors previously disclosed in our Annual Report on Form 10-K for the year ended June 30, 2019.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Issuer Purchases of Equity Securities

During the quarter ended December 31, 2019, the Company purchased shares of common stock in the open market under its share repurchase program
and also received shares of common stock from employees of the Company to pay their share of payroll taxes arising from vestings of restricted stock and
contingent restricted stock. The table below summarizes information about the Company's purchases of its equity securities during the quarter ended
December 31, 2019.

Period  
(a) Total Number of

Shares
Purchased (1)  

(b) Average Price
Paid per Share(1)  

(c) Total Number of Shares
Purchased as Part

of Publicly Announced Plans
or Programs (2)  

(d) Maximum 
Dollar Value

of Shares that
May Yet Be Purchased

Under the Plans or
Programs (2)

October 2019  67,710  $5.71  Not applicable  $1.7 million
November 2019  —  $—  Not applicable  $1.7 million
December 2019  316  $5.12  Not applicable  $1.7 million

Total  68,026  $5.71  Not applicable  $1.7 million

(1) During the current quarter the Company received 316 shares of common stock from certain of its employees which were surrendered in exchange
for their payroll tax liabilities arising from vestings of restricted stock and contingent restricted stock. The acquisition cost per share reflects the weighted-
average market price of the Company's shares on the dates vested.

(2) On May 12, 2015, the Board of Directors approved a share repurchase program covering up to $5 million of the Company's common stock. Under
the program's terms, shares may be repurchased only on the open market and in accordance with the requirements of the Securities and Exchange
Commission. The timing and amount of repurchases will depend upon several factors, including financial resources and market and business conditions.
There is no fixed termination date for this repurchase program, and the repurchase program may be suspended or discontinued at any time. Such shares are
initially recorded as treasury stock, then subsequently canceled.

Item 3. Defaults Upon Senior Securities

Not applicable.

Item 4. Mine Safety Disclosures

Not applicable.

Item 5. Other Information

None.

27



Table of Contents

Item 6. Exhibits

A.            Exhibits

31.1
 

Certification of Chief Executive Officer pursuant to Rule 13a-14(a) or Rule 15d-14(a) under the Securities Exchange Act of 1934, as
amended.

31.2
 

Certification of Chief Financial Officer pursuant to Rule 13a-14(a) or Rule 15d-14(a) under the Securities Exchange Act of 1934, as
amended.

32.1
 

Certification of Chief Executive Officer pursuant to18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002.

32.2
 

Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002.

101.INS  XBRL Instance Document
101.SCH  XBRL Taxonomy Extension Schema Document
101.CAL  XBRL Taxonomy Extension Calculation Linkbase Document
101.DEF  XBRL Taxonomy Extension Definition Linkbase Document
101.LAB  XBRL Taxonomy Extension Label Linkbase Document
101.PRE  XBRL Taxonomy Extension Presentation Linkbase Document
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SIGNATURES
 

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
thereunto duly authorized.

 
EVOLUTION PETROLEUM CORPORATION

(Registrant)
 
 

  

By: /s/ DAVID JOE
   

David Joe
   

Senior Vice President, Chief Financial Officer and
   Treasurer
Date: February 7, 2020
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EXHIBIT 31.1
 

CERTIFICATION
 

I, Jason E. Brown, President and Chief Executive Officer of Evolution Petroleum Corporation, certify that:
 
1. I have reviewed this quarterly report on Form 10-Q of Evolution Petroleum Corporation;
 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant
and have:
 

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly
during the period in which this report is being prepared;

 
b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,

to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles;

 
c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness

of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 
d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal

quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

 
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s Board of Directors (or persons performing the equivalent functions):
 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

 
b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over

financial reporting.
 

Date: February 7, 2020
 

/s / JASON E. BROWN
  

Jason E. Brown
  

President and Chief Executive Officer



EXHIBIT 31.2
 

CERTIFICATION
 

I, David Joe, Senior Vice President, Chief Financial Officer and Treasurer of Evolution Petroleum Corporation, certify that:
 
1. I have reviewed this quarterly report on Form 10-Q of Evolution Petroleum Corporation;
 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant
and have:
 

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly
during the period in which this report is being prepared;

 
b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,

to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles;

 
c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness

of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 
d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal

quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

 
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s Board of Directors (or persons performing the equivalent functions):
 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

 
b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over

financial reporting.
 

Date: February 7, 2020
 

/s / DAVID JOE
  

David Joe
  

Senior Vice President, Chief Financial Officer
  and Treasurer



EXHIBIT 32.1
 

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

 
The undersigned, Jason E. Brown, President and Chief Executive Officer of Evolution Petroleum Corporation (the “Company”), certifies in connection with
the filing with the Securities and Exchange Commission of the Company’s Quarterly Report on Form 10-Q for the quarter ended December 31, 2019 (the
“Report”) pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to his knowledge, that:
 
1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 
2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
 
IN WITNESS WHEREOF, the undersigned has executed this certification as of February 7, 2020.
 

  

/s/ JASON E. BROWN
  

Jason E. Brown
  

President and Chief Executive Officer
 

A signed original of this written statement required by Section 906 has been provided to Evolution Petroleum Corporation and will be retained by Evolution
Petroleum Corporation and furnished to the Securities and Exchange Commission or its staff upon request.  The foregoing certificate is being furnished to the
Securities and Exchange Commission as an exhibit to this Form 10-Q and shall not be considered filed as part of the Form 10-Q.



EXHIBIT 32.2
 

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

 
The undersigned, David Joe, Senior Vice President, Chief Financial Officer and Treasurer of Evolution Petroleum Corporation (the “Company”), certifies in
connection with the filing with the Securities and Exchange Commission of the Company’s Quarterly Report on Form 10-Q for the quarter ended
December 31, 2019 (the “Report”) pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to his
knowledge, that:
 
1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 
2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
 
IN WITNESS WHEREOF, the undersigned has executed this certification as of February 7, 2020.
 

  

/s / DAVID JOE
  

David Joe
  

Senior Vice President, Chief Financial Officer
  and Treasurer
 
A signed original of this written statement required by Section 906 has been provided to Evolution Petroleum Corporation and will be retained by Evolution
Petroleum Corporation and furnished to the Securities and Exchange Commission or its staff upon request.  The foregoing certificate is being furnished to the
Securities and Exchange Commission as an exhibit to this Form 10-Q and shall not be considered filed as part of the Form 10-Q.


