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Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yesx No "~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files).

Yesx No~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Smaller reporting company x =~ Large accelerated filer ©  Non-accelerated filer ” (do not check if a smaller
reporting company) Accelerated filer ~

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
No x

As of February 8, 2012 there were 8,587,523 shares of the registrant’s common stock outstanding.
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SMF ENERGY CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(in 000’s, except share and per share data)

December 31, 2011 June 30, 2011

(Unaudited)

ASSETS
Current assets:
Cash and cash equivalents $ 53 $ 87
Accounts receivable, net of allowances of $1,226 and $1,011 18,962 20,872
Inventories, net of reserves of $108 and $94 2,737 2,125
Prepaid expenses and other current assets 871 706
Total current assets 22,623 23,790
Property and equipment, net of accumulated depreciation of $19,226 and $18,524 8,085 7,083
Identifiable intangible assets, net of accumulated amortization of $2,076 and

1,376 1,455
$1,998
Goodwill 228 228
Deferred debt costs, net of accumulated amortization of $188 and $323 283 200
Deferred tax asset, net 3,738 -
Other assets 70 763
Total assets $ 37,003 $ 33,519
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Current portion of long-term debt 1,070 1,000
Accounts payable 8,615 9,361
Accrued expenses and other liabilities 4,210 3,668
Deferred tax liability, net 45 -
Total current liabilities 13,940 14,029
Long-term liabilities:
Line of credit payable 7,223 7,921
Long-term debt, net of current portion 2,570 2,083
Promissory notes 800 800
Other long-term liabilities 633 685
Total liabilities 25,166 25,518
Commitments and Contingencies Shareholders’ equity:
Preferred stock, $0.01 par value; 5,000 Series D shares authorized; 534 and 599,
respectively, issued and outstanding i i
Common stock, $0.01 par value; 50,000,000 shares authorized; 8,587,523 and 26 34
8,366,578, respectively, issued and outstanding
Additional paid-in capital 36,447 36,341
Accumulated deficit (24,696 ) (28,424 )
Total shareholders’ equity 11,837 8,001
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Total liabilities and shareholders’ equity $ 37,003 $ 33,519

The accompanying notes to the condensed unaudited financial statements are an integral part of these
condensed consolidated balance sheets.
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SMF ENERGY CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (unaudited)

(in 000’s, except per share data)

Petroleum product sales and service revenues
Petroleum product taxes

Total revenues

Cost of petroleum product sales and service
Petroleum product taxes

Total cost of sales

Gross profit

Selling, general and administrative expenses
Executive retirement and related transition expenses

Operating income (loss)

Interest expense
Interest and other income

Income (loss) before income taxes

Income tax benefit (expense)
Net income

Basic and diluted net income per share computation:

Net income per share attributable to common shareholders:

Basic
Diluted

Weighted average common shares outstanding:
Basic

Diluted

Dividends declared per common share

For the Three Months
Ended December 31,
2011 2010
$63,364 $46,608
7,193 5,956
70,557 52,564
59,275 42,820
7,193 5,956
66,468 48,776
4,089 3,788
3,583 3,374
1,158 -
(652 414
(173 (232
49 10
(776 192
3,684 (58
$2,908 $134
$0.35 $0.02
$0.33 $0.02
8,405 8,505
8,720 8,640
$0.015 $-

For the Six Months
Ended December 31,

2011

$130,091 $91,665
11,960
103,625

14,671
144,762

121,022
14,671
135,693
9,069

7,474
1,158

437

) (422
51

66

) 3,662
$3,728

$0.44
$0.43

8,386
8,633

$0.0275

2010

84,039
11,960
95,999

7,626

6,866

760

(455
12

317

(69
$248

$0.03
$0.03

8,527
8,661

)

)
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The accompanying notes to the condensed unaudited financial statements are an integral part of these condensed
unaudited consolidated statements of operations.
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SMF ENERGY CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (unaudited)

(in 000’s)

For the Six Months Ended December 31,

2011 2010
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 3,728 $ 248
Adjustments to reconcile net income to net cash provided by operating
activities:
Depreciation and amortization:
Depreciation for cost of sales items 442 446
Depreciation and amortization for selling, general and administrative items 480 594
Amortization of deferred debt costs 61 80
Amortization of stock-based compensation 343 70
Gain from sale of assets (46 ) (7 )
Inventory reserve (recovery) provision 14 4 )
Provision for (recovery of) doubtful accounts 234 (113 )
Deferred income tax benefit (3,693 ) -
Changes in operating assets and liabilities:
Decrease in accounts receivable 1,676 147
Increase in inventories, prepaid expenses and other assets (791 ) (22 )
Decrease in accounts payable, accrued expenses, and other liabilities (510 ) (1,154 )
Net cash provided by operating activities 1,938 285
CASH FLOWS FROM INVESTING ACTIVITIES:
Cash portion of Lufkin property purchase (1,060 ) -
Purchases of property and equipment (373 ) (251 )
Proceeds from sale of equipment 74 22
Net cash used in investing activities (1,359 ) (229 )
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from line of credit 150,464 107,391
Repayments of line of credit (151,161 ) (106,821 )
Proceeds from Lufkin real estate mortgage 1,057 -
Principal payments on term loan (500 ) (500 )
Payment of loan costs (144 ) -
Payment of common shares dividends (235 ) -
Payment of preferred shares dividends (13 ) (13 )
Capital lease payments (81 ) (31 )
Repurchase and retirement of common stock - (140 )
Common stock, preferred stock, and warrants issuance costs - (10 )
Net cash used in financing activities (613 ) (124 )
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NET DECREASE IN CASH AND CASH EQUIVALENTS (34
CASH AND CASH EQUIVALENTS, beginning of period 87
CASH AND CASH EQUIVALENTS, end of period $ 53
(Continued)

5

(68
115

$ 47

10
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SMF ENERGY CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (unaudited)

(in 000’s)

(Continued) For the Six Months Ended December 31,
2011 2010

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:

Cash paid for interest $ 361 $ 402

Cash paid for income tax $ 41 $ 51

SUPPLEMENTAL DISCLOSURE OF NON-CASH ACTIVITIES:

Capital leases $ 44 $ 591

Receivable settlement for Lufkin land and building $ 693 $ -

The accompanying notes to the condensed unaudited financial statements are an integral part of these condensed
unaudited consolidated statements of cash flows.

11
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SMF ENERGY CORPORATION AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

1. NATURE OF OPERATIONS

SMF Energy Corporation, a Delaware corporation, (the “Company”) provides petroleum product distribution services,
transportation logistics and emergency response services to numerous industries including trucking, manufacturing,
construction, shipping, utility, energy, chemical, telecommunications, waste and government services. The Company
generates its revenues from commercial mobile and bulk fueling; the packaging, distribution and sale of lubricants;
integrated out-sourced fuel management; transportation logistics, and emergency response services. The Company’s
fleet of custom specialized tank wagons, tractor-trailer transports, box trucks and customized flatbed vehicles delivers
diesel fuel and gasoline to customers’ locations on a regularly scheduled or as needed basis, refueling vehicles and
equipment, re-supplying fixed-site and temporary bulk storage tanks, and emergency power generation systems; and
distributes a wide variety of specialized petroleum products, lubricants and chemicals to its customers.

The Company is a Delaware corporation resulting from the February 2007 reincorporation of Streicher Mobile
Fueling, Inc., a Florida corporation formed in 1996, in Delaware as SMF Energy Corporation.

At December 31, 2011, the Company was conducting operations through 34 service locations in the eleven states of
Alabama, California, Florida, Georgia, Louisiana, Mississippi, Nevada, North Carolina, South Carolina, Tennessee
and Texas.

2. CONDENSED SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation - The condensed unaudited consolidated financial statements include the accounts of SMF
Energy Corporation and its wholly owned subsidiaries, SMF Services, Inc., H & W Petroleum Company, Inc., and
Streicher Realty, Inc. Intercompany balances and transactions have been eliminated in consolidation.

The condensed unaudited consolidated financial statements included herein have been prepared in accordance with the
instructions to Form 10-Q, and do not include all the information and footnotes required by generally accepted
accounting principles; however, they do include all adjustments of a normal recurring nature that, in the opinion of
management, are necessary to present fairly the financial position and results of operations of the Company as of and
for the interim periods presented.

12
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Operating results for the three and six months ended December 31, 2011 are not necessarily indicative of the results
that may be expected for any subsequent period or the fiscal year ending June 30, 2012. These interim financial
statements should be read in conjunction with the Company’s audited consolidated financial statements and related
notes included in the Company’s Annual Report on Form 10-K for the year ended June 30, 2011, as filed with the
United States Securities and Exchange Commission (the “2011 Form 10-K”).

13
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SMF ENERGY CORPORATION AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

Fair Value of Financial Instruments - The Company adopted ASC 825 Financial Instruments, which establish a fair
value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value into three broad levels
which distinguish between assumptions based on market data (observable inputs) and the Company’s assumptions
(unobservable inputs). The level in the fair value hierarchy within which the respective fair value measurement falls is
determined based on the lowest level input that is significant to the measurement in its entirety. Level 1 inputs are
quoted market prices in active markets for identical assets or liabilities, Level 2 inputs are other than quotable market
prices included in Level 1 that are observable for the asset or liability either directly or indirectly through
corroboration with observable market data. Level 3 inputs are unobservable inputs for the assets or liabilities that
reflect management’s own assumptions about the assumptions market participants would use in pricing the asset or
liability.

3. CASH AND CASH EQUIVALENTS

Total cash and cash availability were approximately $5.8 million and $6.7 million at December 31, 2011 and June 30,
2011, respectively, and approximately $6.9 million on February 8, 2012. Total cash and cash availability includes cash
and cash equivalents as presented in the Company’s balance sheet and cash available to the Company for working
capital, capital expenditures, dividends and debt service through its line of credit, as described in Note 5, Loan
Facility.

The Company considers all highly liquid investments purchased with an original maturity of three months or less to be
cash equivalents. The Company maintains its cash balances at financial institutions, which at times may exceed
federally insured limits. The Federal Deposit Insurance Corporation currently insures balances up to $250,000. The
Company has not experienced any losses in such bank accounts.

4. OUTSTANDING SHARES AND NET INCOME PER SHARE

As of December 31, 2011, there were 8,587,523 issued and outstanding shares of the Company’s common stock, which
includes 122,000 and 40,000 shares of unvested restricted shares issued on September 26, 2011 and November 30,
2011, respectively. The weighted average common shares used to calculate basic earnings per share do not include the
unvested restricted shares. The restricted shares are evaluated under the treasury stock method for their dilutive effect.
Basic net income per share is computed by dividing the net income attributable to common shareholders by the
weighted average number of common shares outstanding during the period.

14
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Diluted earnings per share is computed by dividing net earnings attributable to common shareholders by the
weighted-average number of common shares outstanding, increased to include the number of additional common
shares that would have been outstanding if the dilutive potential common shares had been issued. Conversion or
exercise of the potential common shares is not reflected in diluted earnings per share unless the effect is dilutive. The
dilutive effect, if any, of outstanding common share equivalents is reflected in diluted earnings per share by
application of the if-converted and the treasury stock method, as applicable. In determining whether outstanding stock
options and common stock warrants should be considered for their dilutive effect, the average market price of the
common stock for the period has to exceed the exercise price of the outstanding common share equivalent.

15
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SMF ENERGY CORPORATION AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

Diluted net income per share for the three and six-months ended December 31, 2011 and 2010, was diluted by
additional common stock equivalents as follows (in thousands of shares):

Incremental shares due to stock options awarded to employees and

directors

Incremental shares due to debt conversion rights

Incremental shares due to preferred stock conversion rights

Incremental shares due to restricted shares

Total dilutive shares

For the Three Months For the Six Months

ended December 31, ended December 31,
2011 2010 2011 2010

17 2 6 1

89 - 89 -

119 133 119 133

90 - 33 -

315 135 247 134

Anti-dilutive common stock equivalents outstanding and not included in the computation of diluted net income per
common share consisted of (in thousands of shares):

Stock options

Common stock warrants

Unvested restricted shares

Promissory note conversion rights

Total common stock equivalents outstanding

For the Three Months
ended December 31,
2011 2010

200 288

141 141

72 -

- 89

413 518

For the Six Months
ended December 31,
2011 2010
211 288
141 141
129 -
- 89
481 518

16
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SMF ENERGY CORPORATION AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

The following table sets forth the computation of basic and diluted net income per share (in thousands of dollars and

shares, except per share amounts):

Basic net income per share attributable to common
shareholders

Effect of dilutive securities:
Stock options

Debt conversion right

Preferred stock conversion rights
Restricted shares

Diluted net income per share attributable to common

shareholders

Basic net income per share attributable to common
shareholders

Effect of dilutive securities:
Stock options

Debt conversion right

Preferred stock conversion rights
Restricted shares

For the Three Months Ended,

December 31, 2011 December 31, 2010
Weighted Weighted
Average Average

er Per
Common Share Common Share

EarningsShares Amount Earninghares Amount

$2908 8,405 $035 $134 8505 $0.02

- 17 - 2
3 89 - -
- 119 - 133
- 90 . ,

$2911 8,720 $033 $134 8,640 $0.02

For the Six Months Ended,

December 31, 2011 December 31, 2010
Weighted Weighted
Average Average

er Per
Common Share Common Share

EarningsShares Amount Earninghares Amount

$3,728 8,386 $0.44 $248 8,527 $0.03

- 6 - 1
6 89 - -
- 119 - 133
- 33 . .

$3,734 8,633 $043 $248 8,601 $0.03

17
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Diluted net income per share attributable to common
shareholders

S. LOAN FACILITY

On September 27, 2011, the Company amended and extended its loan facility with its principal lender with significant
improvements in the terms. As of December 31, 2011, the loan facility was $28.7 million, comprised of a $25.0
million revolving line of credit (the “Line of Credit’), a $2.6 million term loan, originally based on a 60 month, fully
amortized term, which matures on July 1, 2014 (the “Term Loan”), and a $1.057 million fifteen-year amortization
mortgage loan (the “Mortgage Loan”). The amendment included a 5 year renewal of the Line of Credit and improved
interest rates. The Line of Credit has a renewal date of September 27, 2016. Like the Term Loan, the Mortgage Loan
is co-terminus with the Line of Credit. Interest is payable monthly based on a pricing matrix. At December 31, 2011,
the interest rate for the Line of Credit was 2.83%. This rate was priced using 90 day LIBOR of 0.58%, plus the
applicable margin of 2.25%. The applicable margin is determined quarterly based on a predetermined fixed charge
coverage ratio pricing matrix with the applicable margins ranging from 2.00% to 3.00%.

10
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SMF ENERGY CORPORATION AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

The Line of Credit enables the Company to satisfy its obligations during the time gap created between the payment for
its petroleum products and the time when it collects this cost from its customers. As such, due to the volatility of
petroleum products’ pricing, the outstanding borrowings fluctuate with changes in petroleum market prices in addition
to changes in demand from customers. As of December 31, 2011 and June 30, 2011, the Company had outstanding
borrowings of $7.2 million and $7.9 million, respectively, under the Line of Credit, which does not include stand-by
letters of credit that reduce the line’s cash availability. Based on eligible receivables and inventories, and reduction
from letters of credit outstanding at December 31, 2011 and June 30, 2011, the Company had $5.7 million and $6.6
million of cash availability under the Line of Credit, respectively.

The Line of Credit provides for certain affirmative and negative covenants that may limit the total availability based
upon the Company’s ability to meet these covenants. At December 31, 2011, the financial covenants included a
minimum daily availability of $250,000, a fixed charge coverage ratio of 1.1 to 1.0, and a capital expenditure
limitation for fiscal year 2012 of $750,000. At December 31, 2011 and June 30, 2011, the Company had a sublimit for
standby letters of credit under its $25.0 million line of credit of $1.75 million, on both dates. At December 31, 2011
and June 30, 2011, $900,000 and $1.2 million, respectively, had been issued in standby letters of credit. The Line of
Credit was not limited at any time during either period by these covenants.

The amended loan agreement with the Company’s principal lender (the “Loan Agreement”) for the Line of Credit, the
Term Loan and the Mortgage Loan (together, the “Loan and Credit Facility””) continues to require the Company to
obtain the consent of the lender prior to incurring additional debt, paying any cash dividends or distributions,
repurchasing shares of its capital stock or entering into mergers, consolidations or sales of assets outside the ordinary
course of business. Failure to comply with one or more of these covenants could affect the amount the Company can
borrow and thereby adversely affect the Company’s liquidity and financial condition. The lender previously granted its
consent to the stock repurchase program that was in effect during fiscal year 2011. That repurchase program ended on
August 4, 2011 when the lender consented to the commencement of the Company’s currently ongoing Dividend
Program. See Note 7, Shareholders’ Equity. At December 31, 2011, the Company was in compliance with its
covenants under the Loan Agreement. See Note 6, Long-Term Debt, for further details on the Term Loan and the
Mortgage Loan, which balances were $2.583 million and $1.057 million at December 31, 2011, respectively.

11
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SMF ENERGY CORPORATION AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

6. LONG-TERM DEBT

Long-term debt consists of the following (in thousands):

As of

December 3dpn2060] 2011

June 2009 Term Loan, fully amortized, 60 monthly principal payments of approximately

$83,333 commencing on August 1, 2009; variable interest due monthly, 3.08% at

December 31, 2011; secured by substantially all Company assets and subject to co-terminus $2,583  $ 3,083
provisions under the Line of Credit or matures July 1, 2014 whichever occurs first, and is

cross collateralized and cross defaulting with the rest of the Loan and Credit Facility.

June 2009 Unsecured convertible subordinated promissory note (the “June 2009 Note”) (5.5%
interest due semi-annually, January 15 and July 15, beginning January 15, 2011; interest
accrued for first 13 months was deferred and paid on August 12, 2010); matures July 1,

2014 in its entirety.

800 800

November 2011 fifteen-year amortization Mortgage Loan; 180 monthly principal payments

of approximately $6,000 commencing on January 1, 2012; variable interest due monthly,

3.08% at December 31, 2011; subject to co-terminus provisions under the Line of Credit. 1,057 -
Secured by its respective real estate and is cross-collateralized and cross defaulting with the

rest of the Loan and Credit Facility.

September 2011 Line of Credit (interest is based on pricing matrix plus LIBOR 90 day
floating rate, the line matures September 27, 2016, if not renewed). Secured by

substantially all Company assets and is cross-collateralized and cross defaulting with the 7,223 7,921
rest of the Loan and Credit Facility.

Total long-term debt 11,663 11,804
Less: current portion (1,070 ) (1,000
Long-term debt, net of current portion $10,593 $ 10,804

At December 31, 2011, the Company had $2.583 million outstanding on the Term Loan, and a $1.057 million
outstanding on the Mortgage Loan as part of the $28.7 million Loan and Credit Facility. The Term Loan, which
originally had a 60 month term, matures on July 1, 2014, subject, however, to earlier termination in the event of

)
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termination of the revolving line. As a result of the September 27, 2011 amendment of the Loan Agreement and
extension of the Loan and Credit Facility, the interest rates of the Term Loan were reduced. At December 31, 2011,
the variable interest rate on the Term Loan was 3.08%, which consisted of 2.50% plus LIBOR 90 day rate. The
LIBOR 90 day rate at December 31, 2011 was 0.58%.

The Company has a 5.5%, interest only, unsecured, convertible subordinated promissory note in the principal amount
of $800,000 which matures July 1, 2014 (the “June 2009 Note”). The June 2009 Note is subordinated to all other
existing debt of the Company, including any amounts owed now or in the future to our principal lender. The holder of
the June 2009 Note entered into a debt subordination agreement (the “Subordination Agreement”) with the Company
and its principal lender, whereby it expressly subordinated its rights under the June 2009 Note to its principal

lender. The June 2009 Note is subject to the limitations in the Subordination Agreement, interest is paid
semi-annually, except that the interest payment for the first thirteen months was paid on August 12, 2010. Thereafter,
semi-annual interest payments are scheduled on or about each January 15th and July 15th. All required interest
payments have been paid timely. Unpaid amounts under the June 2009 Note will become due and payable upon the
occurrence of customary events of default, provided, however, that the deferral of any payment in accordance with the
Subordination Agreement will not constitute an event of default. If permitted under the Subordination Agreement, the
Company may pre-pay the June 2009 Note, in whole or in part, without prepayment penalty or premium.

12
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SMF ENERGY CORPORATION AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

Twenty-five percent (25%) of the original principal amount of the June 2009 Note, or $200,000, may be converted
into shares of the Company’s Common Stock at $2.25 per share (the “Conversion Price”) at the option of the
noteholder. The number and kind of securities purchasable upon conversion and the Conversion Price remain subject
to additional adjustments for stock dividends, stock splits and other similar events. As of December 31, 2011, there

have been no conversions.

In connection with a June 2011 litigation settlement, the Company received land and a building in Lufkin, Texas, that
the Company had previously leased from the conveying party. As part of the conveyance in September 2011, the
Company paid off the then existing mortgage on the property with funds from its revolving line of credit. The
Company’s principal lender provided the Mortgage Loan on the property for $1.057 million, in November of 2011,
which provides for repayment in 180 monthly principal payments of approximately $6,000. At December 31, 2011,
the variable interest rate on the mortgage was 3.08%, which consisted of 2.50% plus LIBOR 90 day rate of 0.58%.

7. SHAREHOLDERS’ EQUITY

The following reflects the change in shareholders’ equity for the six months ended December 31, 2011 (in thousands,

except share data):

Preferred

Additional

Stock

Series D Common Stock Paid-in

Shares AmountShares Amount Capital
Balance at June 30, 2011 599 § - 8,366,578 $ 84 $ 36,341
Net income - - - - -
Issuance of common shgres as i i 13,000 i 33
share-based compensation
Issuance of unvested re‘strlcted shares as i i 162,000 | 216
share-based compensation
Issuance of vested restricted shares as i i 31.500 | 77

share-based compensation

Accumulated

Deficit Total

$ (28,424 ) $ 8,001
3,728 3,728
- 33
- 217
- 78
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Share-based compensation amortization

- - - - 14 - 14
expense
Conversion of preferred shares to 65) i 14,445 i i i i
common shares
Common shares dividends - - - - 234 ) - 234 )
Balance at December 31, 2011 534 § - 8,587,523 $ 86 $ 36,447 $(24,696 ) $ 11,837

Shared-Based Compensation

Shared-based compensation includes stock options or common shares that have been issued to employees, directors,
or for retirement compensation, and are shown in the table above under the appropriate classification whether vested,
unvested, issued or amortized.

13
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SMF ENERGY CORPORATION AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

The Company is authorized to grant stock options and other equity awards to employees and other eligible persons
under the 2009 Equity Incentive Plan (the “2009 Plan”), which currently has 2,004 stock options and 263,000 other
stock awards outstanding. The Company no longer grants stock options under the 2000 Employee Stock Option Plan
(the “2000 Plan”) but stock options to purchase 161,897 shares of Common Stock remain outstanding under the 2000
Plan. Options granted under the 2000 Plan generally vest over three years of continuous service and expire no later
than ten years from the date of grant. As of December 31, 2011, all outstanding options under the 2009 Plan and the
2000 Plan are vested and exercisable.

The Company also no longer grants stock options under its Directors Stock Options Plan but options to purchase
53,272 shares of Common Stock remain outstanding under that plan. All outstanding stock options under the Directors
Stock Option Plan are fully vested and presently exercisable.

In September 2011 and December 2011, the Company issued 7,000 and 6,000 fully vested shares, respectively, of its
common stock to the non-employee members of its Board of Directors from the 2009 Plan, which were valued at
$2.45 and $2.85 per share, respectively, the market closing price on the last trading day prior to their issuance. The
aggregate fair value of those two grants was $33,000 and was recognized as stock-based compensation expense during
the six months ended December 31, 2011.

Restricted Stock Grants. On September 26, 2011, the Compensation Committee of the Company’s Board of Directors
(the “Committee”) granted 93,500 unvested restricted shares of the Company’s common stock to the Company’s then
President and Chief Executive Officer (the “Executive”) under the 2009 Plan. The September 2011 restricted shares
were to vest in three tranches: 31,500 shares on November 1, 2011, 31,000 on November 1, 2012 and 31,000 shares
on November 1, 2013. On November 16, 2011, in connection with the retirement of the Executive, the Company
modified the vesting date of the remaining 62,000 non vested shares to 31,000 vesting on July 31, 2012 and 31,000
vesting on January 31, 2013, subject to the Executive’s compliance with various restrictive covenants originally
contained in the Executive’s employment agreement until the time of vesting. The 31,500 shares that vested on
November 1, 2011 were valued at $2.47 per share, the market closing price on the last trading day prior to their
issuance for an aggregate value of $78,000. The 62,000 non vested shares were valued at $2.92 per share, the market
closing price on the last day prior to the modification for an aggregate value of $181,000. In the quarter ended
December 31, 2011, the Company has recorded these restricted shares in Shareholders’ Equity with a corresponding
expense recorded as executive retirement and related transition expense. Per the terms of the original grant, in
November 2011, the Company paid the Executive $47,000 in connection with the shares that vested on November 1,
2011, based on 50% of the value of the stock on that date. This payment was made to mitigate the tax impact of such
grants.
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On September 26, 2011, the Committee also granted 60,000 shares of unvested restricted stock to eleven other officers
under the 2009 Plan. All of these grants vest over a three year period, with 33% vesting on each anniversary date of
the September 26, 2011 grants. These shares were valued at $2.47 per share, the market closing price on the last
trading day prior to their issuance.

On November 30, 2011, the Company awarded 40,000 shares of unvested restricted stock to its new President and
Chief Executive Officer under the 2009 Plan pursuant to his employment agreement. These shares were valued at
$2.64 per share, the market closing price on the last trading day prior to their issuance, and will vest after a year of
employment.

During the three months ended December 31, 2011 and 2010, the Company recorded amortization of share-based
compensation expense related to the various stock option plans of $14,000 and $49,000, respectively.

Preferred Stock Conversion

On October 20, 2011, 65 shares of preferred stock were converted into 14,445 shares of common stock.
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SMF ENERGY CORPORATION AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (unaudited)

Common Stock Dividend

On August 9, 2011, the Company’s Board of Directors (the “Board”) approved a quarterly cash dividend program (the
“Dividend Program”), starting with a dividend of $0.0125 per share, which was paid on October 14, 2011, to
shareholders of record as of the close of business on September 28, 2011. On October 3, 2011, the Board declared a
second quarterly cash dividend of $0.015, which was paid on December 2, 2011, to shareholders of record on
November 14, 2011. On January 12, 2012, the Board declared a quarterly cash dividend of $0.01725 per share
payable to shareholders of record at the close of business on February 14, 2012, to be paid on March 9, 2012. The
timing and amount of future dividends remain subject to Board of Directors approval. The Dividend Program replaced
the Company’s open market stock repurchase program, which was terminated in August of 2011. The Company’s
principal lender has granted its consent to the Dividend Program, which consent is required by the Loan Agreement,
so long as (a) the Company maintains a ratio of EBITDA to Fixed Charges for the most recent twelve-month period,
giving pro forma effect to any dividend payments to be made or already made that are not reflected therein, of at least
1.3 to 1.0, (b) at all times during the 90-day period preceding each dividend payment and after giving pro forma effect
to any proposed payments, the Company maintains Excess Availability of not less than $2,250,000 under the Loan
Agreement, (c) aggregate dividends do not exceed $600,000 per annum or $150,000 per quarter, and (d) no Default or
Event of Default exists under the Loan Agreement. Capitalized terms are defined in the Loan Agreement.

8. DEFERRED TAX ASSET VALUATION ALLOWANCE

As of June 30, 2011, the Company had a valuation allowance against its net deferred tax asset of approximately $9.4
million as the Company believed it was more likely than not that some or all of the deferred tax assets would not be
realized. This assessment was based on the Company’s cumulative historical losses and uncertainties as to the amount
of taxable income that would be generated in future years. During the second quarter of fiscal 2012, the Company
determined that it was more likely than not that a portion of the deferred tax assets would be realized and reversed
$3.7 million of the valuation allowance. This resulted in the Company recording an income tax benefit of $3.7 million
in the quarter ended December 31, 2011. This benefit has resulted in increased earnings per share for basic earnings
per share purposes of $0.44 for both the three and six months periods ended December 31, 2011, and has resulted in
an increase in earnings per share for diluted earnings per share purpose