IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF TEXAS

DALLAS DIVISION
IN RE: §
HALLWOOD ENERGY, L.P., g CASE NO. 09-31253-11
a Delaware Limited Partnership, §
Debtors.' § JOINTLY ADMINISTERED
§

GLOBAL NOTES AND STATEMENT OF LIMITATIONS, METHODOLOGY
AND DISCLAIMER REGARDING DEBTORS’ STATEMENTS OF FINANCIAL
AFFAIRS AND SCHEDULES?

! The remaining debtors and debtors-in-possession include: (i) In re Hallwood FEnergy
Management, LLC, a Delaware Limited Liability Company, Case No. 09-31254-11; (ii) /n re Hallwood
Gathering, L.P., a Delaware Limited Partnership, Case No. 09-31255-11; (iii) In re HG II Management,
LLC, Case No. 09-31256-11; (iv) In re Hallwood Petroleum, LLC, Case No. 09-31257-11; and (v) In re
Hallwoeod SWD, LLC, Case No. 09-31258-11. The bankruptey cases for all the above-referenced debtors
and debtors-in-possession shall be jointly administered under the bankruptcy case and style referenced
above.

2 A Statement of Financial Affairs and Schedules of Assets and Liabilities for a particular Debtor
begins immediately after these Global Notes.




The Schedules of Assets and Liabilities and Statements of Financial Affairs (the
“Schedules and Statements™) filed herewith by Hallwood Energy, L.P. (“HELP”) and
certain of its subsidiaries, as debtors and debtors-in-possession (collectively the
“Debtors”) in the United States Bankruptcy Court for the Northern District of Texas,
Dallas Division (the “Bankruptcy Court”) were prepared pursuant to 11 U.8.C. § 521 and
Federal Rule of Bankruptcy Procedure 1007 by management of the Debtors and are
unaudited. The Schedules and Statements remain subject to further review and
verification by the Debtors. Subsequent information may result in material changes in
financial and other data contained in the Schedules and Statements. The Debtors have
used their best efforts to compile the information set forth in the Schedules and
Statements from their books and records maintained in the ordinary course of their
business. While those members of management responsible for preparation of the
Schedules and Statements have made reasonable efforts to ensure that the Schedules and
Statements are accurate and complete based upon information known to them at the time
of the preparation after reasonable inquiries, inadvertent errors or omissions may exist
and/or the subsequent receipt of information may result in material changes in financial
and other data contained in the Schedules and Statements which may warrant amendment
of the same. The Debtors reserve their right to amend their Schedules and Statements
from time to time as may be necessary or appropriate. These Global Notes and Statement
of Limitations, Methodology, and Disclaimer Regarding Debtors’ Statements of
Financial Affairs and Schedules (the “Global Notes™) are incorporated by reference in,
and comprise an integral part of, the Schedules and Statements, and should be referred to
and reviewed in connection with any review of the Schedules and Statements.

1. Description of the Cases and “As Of’ Information Date. On March 1,
2009 (the “Petition Date”), the Debtors each filed a voluntary petition with the
Bankruptcy Court for relief under Chapter 11 of Title 11 of the United States Code, 11
U.S.C. § 101, et seq. (the “Bankruptcy Code”) under case numbers 09-031253, 09-
031254, 09-031255, 09-031956, 09-031957, and 09-031958. The cases were
consolidated for procedural purposes only under Case No. 09-031253. Except as noted in
the Schedules and Statements, all asset and liability data contained in the Schedules and
Statements are stated in Unifed States currency as of December 31, 2008, In some
instances, the Debtors have used estimated amounts when actual data as of December 31,
2008 was not available.

2. Basis_of Presentation. For financial reporting purposes, the Debtors
generally prepare consolidated financial statements, which include financial information
for all subsidiaries and affiliates (including the Debtors, the “Company), which in the
past have been audited annually. Unlike the consolidated financial information included
in the Company’s audited financial statements, the Schedules and Statements reflect the
assets and liabilities of each Debtor based on their unaudited books and tax records. Each
Debtor generally maintains its accounting records in accordance with Generally Accepted
Accounting Principles (“GAAP”) used in the United States. However, these Schedules
and Statements do not purport to represent financial statements prepared in accordance
with GAAP. '




3. Summary of Significant Reporting Policies, The following conventions
were adopted by the Debtors in preparation of the Schedules and Statements:

(a) Debtors. Separate Schedules and Statements have been filed for
each of the Debtors.

(b) Reporting Date.  Except as otherwise noted, the Debtors’
Schedules and Statements are prepared as of close of business on December 31, 2008. In
some instances, the Debtors have used estimates where actual data as of December 31,
2008 was not available.

(c) Book Value. Except as otherwise noted, each asset and liability of
each Debtor is shown on the basis of the net book value of the asset or liability in
accordance with the Debtor’s accounting and/or tax books and records as of December
31, 2008. Unless otherwise noted, the Schedules reflect the carrying value of the assets
and liabilities as listed in the Debtors’ books and records, and are not based upon any
estimate of current market values, which may not correspond to book values. All
intercompany balances are shown at the book values set forth in the books and records of
the Debtors. Accounts receivable are shown net of any bad debt allowances which the
Debtors carry on their books and records.

(d) Property and Equipment — Owned. Unless otherwise noted, owned
property and equipment are stated at net book value. Depreciation and amortization are
provided principally on the straight-line method over a period of three to five years for
furniture, fixtures and equipment, and fiftcen to twenty-seven years for buildings.
Although accelerated depreciation methods are used for tax reporting purposes, the
Schedules and Statements reflect straight-line methods.

(e) Schedule A. The value of the assets listed on Schedule A is
noted if based on an appraisal or reserve report. Appraised values are based on the date
provided and the Company is unable to verify the market value as of December 31, 2008,
If an appraised value was unavailable, the book values are listed. The Debtors upon
request will provide copies of actual leases and/or further details regarding any lease
listed. In addition, with respect to Debtor Hallwood Gathering, L.P., there are certain real
property interests owned and/or rights of way relating to the gathering lines. The Debtors
will provide additional information related to these matters upon request.

® Schedule B,

(1) Bank account balances listed in item 2 are bank balances as
of March 1, 2009.  Accounts receivable listed in Item 16 are listed at net book value
(unless otherwise noted), and the Company does not represent that this is the actual value
of these assets or represent future collections. Schedule B includes all assets (other than
real property listed in Schedule A) included in the Debtors’ books and records and no
representations are made as to the market value of any listed asset other than cash.




(i)  The Debtors maintain certain bank accounts which are
more particularly described on the Schedules. The Account at Chase Bank is utilized for
petty cash, The Debtors maintain several accounts at Wells Fargo and are generally
utilized as follows: (a) Hallwood Energy Account (balance approximately
$2,996,230.85) is where the revenues from the production of Debtors® Oil & Gas
Properties are deposited and pre-petition interest payments to Hall Phoenix were made
from this account; (b) Hallwood Petroleum Account (balance approximately
$417,334.93) is used as the Debtors operating account and bills are generaily paid from
this account; (c) FEI Shale Account (the “Project Account”) (balance approximately $6.7
million) was an account created in connection with the Farmout Agreement; and (d)
Escrow Account (balance approximately $49,108.73) is an account created pursuant to a
new Arkansas law and holds royalty in suspense that is over one year old.

(iii) As of Febroary 28, 2009, the Debtors were holding
$492,418.90 of royalty payments in suspense (the “Royalty Suspense Amount””). The
Royalty Suspense Amount is in the Hallwood Energy Account described above, except
for $49,108.73 that resides in the Escrow Account.

(iv)  Pursuant to the Court’s order of March 25, 2009, the
Debtors were authorized to pay up to $198,47 8.83 represeniing royalty interest and
working interest payments for February 2009, These amounts will be paid out of the
Hallwood Petroleum Account.

(v)  Causes of Action. The Debtors have not set forth all causes
of action against third partics as asseis on Schedule B. The Debtors reserve all of their
rights with respect to any causes of action that they may have, and neither these Global
Notes nor the Schedules and Statements shall be deemed a waiver of any such causes of
action,

(vi)  Executory Contracts. The Debtors have not set forth
executory contracts as assets on Schedule B. The Debtors’ executory contracts are set
forth in Schedule G.

(g) Schedule D.

(i) The collateral subject to the liens granted to Hall/Phoenix
Inwood, Ltd. under the $100,000,000 Advancing Term Loan dated as of April 19, 2007,
as amended, (the “Senior Secured Facility”) and the Second Lien Credit and Guaranty
Agreement dated as of January 18, 2008, as amended (the “Junior Secured Facility™)
(collectively the “Hall Phoenix Facilities”) is comprised of liens on and security interests
in all of the Debtors personal property as more fully described in the Hall Phoenix
Facilities. A copy of the Hall Phoenix Facilitics is available upon request from Debtors’
Counsel.

(i)  The collateral subject to the liens granted to FET Shale, L.P.
pursuant to that certain “Acquisition and Farmout Agreemen » (the “Farmout




Agreement”) dated June 9, 2008, is comprised of the liens granted in Section 2.2(b) of the
Farmout Agreement. A copy of the Farmout Agreement is available upon request from
Debtors’ Counsel.

(iii) Except as otherwise agreed pursuant to a stipulation or
order of the Bankruptey Court, the Debtors reserve their rights to dispute or challenge the
validity, perfection ot immunity from avoidance, of any lien purported to be granted or
perfected in any specific asset to a secured creditor listed on Schedule D. Moreover,
although the Debtors may have scheduled claims of various creditors as secured claims,
the Debtors reserve all rights to dispute or challenge the secured nature of any such
creditor’s claim ot the characterization of the structure of any such creditor’s claim or the
characterization of the structure of any such transaction or any document or instrument
related to such creditor’s claim. The descriptions provided in Schedule D are intended
only to be a summary.

(iv) Reference to the applicable loan agreements and/or
Farmout Agreement and related documents is necessary for a complete description of the
collateral and the nature, extent and priority of any liens. Nothing in the General Notes
shall be deemed a modification or interpretation of the terms of such agreements.

()  ScheduleF. The claims of individual creditors as listed on the
Debtors’ books and records may not reflect credits or aliowances due from such creditor.
The Debtors reserve all of their rights respecting such credits and allowances.

@) Schedule G

1) While the Debtors have made rcasonable efforts to ensure
the accuracy of the executory contracts and unexpired leases listed on Schedule G,
inadvertent errors or omissions may have occurred. The Debtors hereby reserve all of
their rights to dispute the validity, status or enforceability of any contracts, agreements, or
feases set forth in Schedule G and to amend or supplement such Schedule as necessary.

(ii)  The presence of a contract or agreement on this schedule
does not constitute an admission that such confract or agreement is an executory contract
or unexpired lease. The Debtors reserve all of their rights, claims, and causes of action
with respect to the contracts and agreements listed on these Schedules.

)] Schedule H.  Certain of the Debtors’ are guarantors of certain
debt, including the debts under the Hall Phoenix Facilities. In addition, certain of the
Debtors are parties to the Farmout Agreement with FEI Shale. The precise nature of their
liability under each such agreement requires review and reference to applicable loan
agreements and related documents. Nothing in the General Notes shall be deemed a
modification or interpretation of the terms of such agreements.

k) Statement of Financial Affairs.




() Inventory.  Inventory is calculated through inventories
conducted by third-party vendors who store the Debtors’ inventory. The inventories are
generally conducted monthly.

(i)  Litigation.  Certain of the Debtors are parties to various
lawsuits. The Debtors are evaluating the claims in these matters, including any counter-
.claims asserted by the Debtors. In certain litigation, the Debtors entered into settlements
pre-petition that the Debtors believe require approval of the Bankruptcy Court to
consummate. The Debtors anticipate filing such motions promptly.

(iil) Assignments. Pursuant to a certain agreement entitled
“Acquisition and Farmout Agreement” dated June 9, 2008 (the “Farmout Agreement”),
the Debtors may assign up to 33.33% of their oil and gas assets to FEI Shale, L.P. (“FEI
Shale”) in exchange for up to $125 million of payments by FEI Shale. The Debtors have
assigned 20% of its oil and gas properties in accordance with the terms of the Farmout
Agreement and made certain other assignments in accordance with the Farmout
Agreement, FEI Shale and the Debtors continue to work through any issues regarding
outstanding assignments due under the Farmout Agreement. Upon request, the Debtors
will provide information regarding assignments made under the Farmout Agreement and
issues related to any such assignments and outstanding issues between FEI Shale and the
Debtors.

(iv)  Payments to Counsel Related to Bankruptcy. The Debtors
entered into an engagement letter with Rochelle McCullough, LLP that provided for an
evergreen $100,000.00 retainer (the “Retainer”). On February 27, 2009, the Debtor paid
$59,066.50 for services rendered and replenished the Retainer. On March 1, 2009, prior
to filing, Rochelle McCullough LLP was paid an additional $36,472.00 for services
rendered up to the time of filing. As of the filing of the Petition, $63,528.00 remains in
the Retainer and is held in Rochelle McCullough LLP’s IOLTA account. In addition, the
Debtors’ executed an engagement letter with Blackhill Partners, LLC and provided a
$100,000.00 retainer. Prior to the Petition Date, Blackhill Partners, LLC was paid from
the retainer $5,400.00. Blackhill Partners, LLC is holding the remaining balance of
$94,600.00.

H Interests in Subsidiaries. The Debtors are affiliated entities.
The Debtors are owned as follows: (a) Hallwood Energy Management, LLC: (i)
Stratford Group I, LLC owns 50% of membership interests and (ii) The Hallwood Group,
Inc. owns 50% of membership interests; (b) Hallwood Gathering, L.P. is owned as
follows: (i) HG IT Management, LLC owns 0.01% general partnership interest and (ii)
Hallwood Energy, L.P. owns a 99.99% limited partnership interest; {(c) HG U
Management, LLC:  100% membership interest owned by Hallwood Energy
Management LLC; (d) Hallwood Petroleum LLC: 100% of membership interest owned
by Hallwood Energy, L.P.; (¢) Hallwood Energy, L.P.. (i) Hallwood Energy
Management, LLC owns 0.01% general partnership interest and (ii) 99.99% of the
limited partnership interests are held by various parties described in the Statement of
Financial Affairs.




4, Disputed, Contingent, and/or Unliquidated Claims, Schedules D, E, and F
permit each of the Debtors to designate a claim as disputed, contingent, and/or
unliquidated. A failure to designate a claim on any of these schedules as disputed,
contingent, and/or unliquidated does not constitute an admission that such claim is not
subject to objection. The Debtors reserve their right to dispute, or assert offsets or
defenses to any claim refiected on these Schedules as to the nature, amount, liability, or
status. Moreover, the Debtors reserve the right to amend their Schedules and Statements
as necessary and appropriate.

5. Undetermined Claim Amounts. Claim amounts that could not be fairly
quantified by the Debtotrs are scheduled as «upknown,” and with a disputed, contingent

.

and/or unliquidated notation, as appropriate.

6. Global Notes Control. In the event that the Schedules and Statements
differ from the foregoing Global Notes, the Global Notes shall control.

7. Reservation of Rights and Exculpation. The Debtors reserve all their
rights to amend the Schedules and Statements in all respects, as may be necessary of
appropriate, including, but not limited to, the right to dispute of to assert offsets or
defenses to any claim reflected on the Schedules as to amount, liability, or classification
or to otherwise subsequently designate any claim as “disputed,” “contingent,” or
“ynliquidated.” Any failure to designate a claim as “contingent,” “ynliquidated,” or
“disputed,” does not constitute an admission by the Debtors that such claim is not
“contingent,” “ynliquidated,” or “disputed.” Furthermore, nothing contained in the
Schedules shall constitute a waiver of the Debtors’ rights with respect to the chapter 11
cases and, specifically, with respect to any issues involving equitable subordination,
recharacterization, and/or causes of action arising under the provisions of chapter 5 of the
Bankruptcy Code and other relevant nonbankruptey laws fo recover assefs oOr avoid
transfers, Moreover, although the Debtors may have scheduled claims of various
creditors as priority claims, the Debtors reserve all rights fo dispute or challenge the
priority treatment of any such creditor’s claim (or portion thereof) of the characterization
of the structure of any such transaction or any document oOr instrument related to such
creditor’s claim. The Debtors and their agents, attorneys, and advisors do not guarantee
or warrant the accuracy, completeness or currentness of the data that is provided herein
and shall not be liable for any Joss or injury arising out of or caused in whole or in part by
the acts, errors ot omissions, whether negligent or otherwise, in procuring, compiling,
collecting, interpreting, reporting, communicating or delivering the information contained
herein. While reasonable effort has been made to provide accurate and complete
information herein, inadvertent errors or omissions may exist. The Debtors and their
agents, attorneys, and advisors expressly do not undertake any obligation to update,
modify, revise, ot re-categorize the information provided herein, of to notify any third
party should the information be updated, modified, revised, or re-categorized. In no
event shall the Debtors or its agents, attorneys, and advisors be liable to any third party
for any direct, indirect, incidental, consequential, or special damages (including, but not
limited to, damages atising from the disallowance of a potential claim against the Debtors




or damages to business reputation, lost business, or lost profits), whether foreseeable or
not and however caused, even if the Debtors or their agents, attorneys, and advisors are
advised of the possibility of such damages.

**#*END OF GLOBAL NOTES**#

**SCHEDULES AND STATEMENTS BEGIN ON FOLLOWING PAGE#***




B6 Summary {Qfficial Form 6 - Summary) (12/07)

United States Bankruptcy Court
Northern District of Texas
Inre Hallwood SWD, LLC Case No. 09-31258
Debtor

Chapter, 11

SUMMARY OF SCHEDULES

Indicate as to each schedule whether that schedule is attached and state the number of pages in each, Report the totals from Schedules A,

B, D, E, F, 1, and J in the boxes provided. Add the amounts from Schedules A and B to determine the total amount of the debtor’s assets.

Add the amounts of all claims from Schedules D, E, and F to determine the total amount of the debtor's liabilities. Individual debtors must
alse complete the "Statistical Summary of Certain Liabilities and Related Data” if they file a case under chapter 7, 11, or 13.

NAME OF SCHEDULE ATTACHED [ NO. OF ASSETS LIABILITIES OTHER
(YES/NO) SHEETS

A - Real Property Yes 1
B - Personal Property Yes 3
C - Property Claimed as Exempt No 0
D - Creditors Holding Secured Claims Yes 1 15,000,060.00
E - Creditors Holding Unsecured Yes 1

Priority Claims (Total of Claims on Schedule B}
F - Creditors Holding Unsecured Yes 1

Nonpriority Claims
G - Executory Contracts and Yes 1

Unexpired Leases
H - Codebtors Yes 2
I - Current Income of Individual No 0

Debtor(s)
I - Current Expenditures of Individual No 0

Debtor(s)

Total Number of Sheets of ALL Schedules 10
Total Asscts 0.00

15,000,000.00

Total Liabilities

Copyright (c) 1996-2008 - Best Case Solutions - Evanston, IL - (800) 492-8037 Baest Case Bankmuptcy




B6A (Official Form 6A) (£2/07)

Inre Hallwood SWD, LLC Case No. 09-31258
Debtor

SCHEDULE A - REAL PROPERTY

Except as directed below, list all real property in which the debtor has any legal, equitable, or future interest, including all property owned as &
cotenant, community property, or in which the debfor has a life estate. Include any property in which the debtor holds rights and powers exercisable for
the debtor’s own benefit. If the debtor is married, state whether husband, wife, both, or the marital community own the property by placing an "H," "W.,"
"J," or "C" in the column labeled "Husband, Wife, Joint, or Community." If the debtor holds no interest in real property, write "None" under
"Description and Location of Property."

Do not include interests in executory contracts and unexpired feases on this schedule. List them in Schedule G - Executery Contracts and
Unexpired Leases,

Tf an entity claims to have a lien or hold & secured intetest in any property, state the amount of the secured claim, See Schedule D. If no entity
claims to hold a secured interest in the property, write "None" in the column labeled "Amount of Secured Claim," If the debtor is an individual or
if a joint petition is filed, state the amount of any exemption claimed in the property only in Schedule C - Property Claimed as Exempt.

Husband, Current Value of

Nature of Debtot’s Wife, Debtor's Interest in Amount of

: : Property, without :
I rty il Secured Claim
nterest in Prope C 0{':!):‘2:;1’3{)! Deducting any Secured

Claim or Exemption

Description and Location of Property

None

Sub-Total > 0.00 (Total of this page)

Total > 0.00

0 continuation sheets attached to the Schedule of Real Property

(Report also on Summary of Schedules)

Copyright () 1896-2008 - Best Case Solutions - Evanston, IL - {800) 482-8037 Bast Case Bankrupicy



B6B (Official Form 6B) (12/07)

Inre Haliwood SWD, LLC Case No. 09-31258

Debtor

SCHEDULE B - PERSONAL PROPERTY

Except as directed below, list all personal property of the debtor of whatever kind. If the debtor has no property in one or more of the categories, place
an "x" in the appropriate position in the column labeled "None." If additional space is needed in any category, attach a separate sheet properly identified
with the case name, case number, and the number of the category. If the debtor is married, state whether husband, wife, both, or the marital community
own the property by placing an "H," "W," "L.” or "C" in the column labeled "Husband, Wife, Joint, or Community." If the debtor is an individual or a joint
petition is filed, state the amount of any exemptions claimed only in Schedule C - Property Claimed as Exempt.

Do not list interests in executory contracts and unexpired Ieases on this schedule. List them in Schedule G - Executory Contracts and
Unexpired Leases,

If the property is being held for the debtor by semeone else, state that person's name and address under "Description and Location of Property.”
If the property is being held for a minor child, simply state the child's initials and the name and address of the child's parent or guardian, such as
"A.B., a minor child, by John Doe, guardian." Do not disclose the child's namne. See, 11 U.8.C, §112 and Fed. R. Bankr, P. 1007(m).

N Husband, Current Value of
Type of Property g Description and Location of Property J‘gil:fz’ or Del;:?é;z J?tﬁﬁf.c'ﬁngrgﬁf,“y’
E Community Secured Claim or Exemption

1. Cash on hand

2. Checking, savings or other financial X
accounts, cettiticates of deposit, or
shares in banks, savings and loan,
thrift, building and loan, and
homestead associations, or credit
unions, brokerage houses, or
cooperatives.

3. Security deposits with public X
utilities, telephone companies,
fandlords, and others.

4. Household goods and fumishings, X
including audio, video, and
computer equipment.

5. Books, pictures and other art X
objects, antiques, stamp, coin,
record, tape, compact disc, and
other collections or collectibles.

6. Wearing apparel. X
7. Furs and jewelry.

8. Firearms and sports, photographic, X
and other hobby equipment.

9. Interests in insurance policies. X
Name insurance company of each
policy and itemize sumrender or
refund value of each.

10. Annuities. Itemize and name cach X
issuer,

Sub-Total > 0.00
(Total of this page)

2 _ continuation sheets attached to the Schedule of Personal Property

Copyright {c} 1996-2008 - Best Case Solutions - Evanston, IL. - (800) 492-8037 Best Case Bankruploy




BSB (Official Form 6B) (12/07) - Cont.

Inre

Haliwood SWD, LLC

Debtor

Case No.

09-31258

SCHEDULE B - PERSONAL PROPERTY

{Continuation Sheet)

Type of Property

Description and Location of Property

Husband,
Wife,
Joint, or

Community Secured Claim or Exemption

Current Value of

Debtor's Interest in Property,

without Deducting any

L.

12.

13.

14,

t5.

16.
7.

18.

19,

20,

AR

Sheet _1

Interests in an education IRA as
defined in 26 U.5.C. § 530(b)(1) or
under a qualified State tuition plan
as defined in 26 U.S.C. § 529(b)(1).
Give particilars. (File separately the
record(s) of any such interest(s).

11 U.S8.C. § 521(¢).)

Interests in IRA, ERISA, Keogh, or
other pension or profit sharing
plans. Give partticulars.

Stock and interests in incorporated
and unincorporated businesses.
Htemize.

Interests in partnerships or joint
ventures. [temize.

Government and corporate bonds
and other negotiable and
nonnegotiable instruments,

Accounts receivable,

Alimony, maintenance, support, and
property settlements to which the
debtor 1s or may be entitled. Give
particulars,

Other liquidated debts owed to debtor
including tax refunds. Give particulars.

Equitable or fufure interests, life
estates, and rights or powers
exercisable for the benefit of the
debtor other than those listed in
Schedule A - Real Property.

Contingent and noncontingent
interests in estate of a decedent,
death benefit plan, life insurance
policy, or trust.

Other contingent and unliquidated
claims of every nature, including
tax refunds, counterclaims of the
debtor, and rights to setoff claims,
Give estimated value of each.

to the Schedule of Personal Property

Copyright (c) 1996-2008 - Best Case Solutions - Evanston, IL - (800) 492-8037

> | mz0o=Z

of _2  conlinuation sheets attached

Sub-Total >
(Total of this page)

0.00

Bast Case Bankruptcy




B6B {Official Form 6B) (12/07) - Cont.

Inre Hallwood SWD, LLC Case No. 09-31258
Debtor

SCHEDULE B - PERSONAL PROPERTY

(Continuation Sheet)

N Husband, Current Value of
Type of Property g Description and Location of Property &ﬁ?’ or Dct\"fﬁﬂgg? tlg;%s‘géﬁnl;rgg;rty,
E Cominunity Secured Claim or Exemption
22. Patents, copyrights, and other X
intellectual property. Give
particulars,
23. Licenses, franchises, and other X
general intangibles. Give
particulars,

24, Customer lists or other compilations X
containing personally identifiable
information (as defined in 11 U.S.C.

§ 101{41A)) provided to the debtor
by individuals in connection with
obtaining a product or service from
the debtor primarily for personal,
family, or household purposes.

25. Automobiles, trucks, trailers, and X
other vehicles and accessories.

26. Boats, motors, and accessories.
27. Aircraft and accessories.

28. Office equipment, furnishings, and X
supplies,

29. Machinery, fixtures, equipment, and X
supplies used in business.

30. Inventory.

31. Animals.

32. Crops - growing or harvested, Give X
particulars.

33. Farming equipment and X
implements.

34. Farm supplies, chemicals, and feed.

35. Other personal property of any kind X
not already listed. Itemize,

Sub-Total > 0.00
{Total of this page}
. Total > 0.00
Sheet _2__ of _2  continuation sheets attached
to the Schedule of Personal Property (Report also on Summary of Schedules)

Copyright (¢) 1996-2008 - Best Case Solutions - Evanslon, IL - (800) 492-8037 Best Case Bankrupley




B&D (Official Form 6D} (12/07)

Inre

Hallwood SWD, LLC

Debtor

Case No.

09-31258

SCHEDULE D - CREDITORS HOLDING SECURED CLAIMS

State the name, mailing address, including zip code, and last four digits of any account number of all entities holding claims secured by property of the debtor as of
the date of filing of the petition. The complete account number of any account the debtor has with the creditor is useful fo the trustee and the creditor and may be provided
if the debtor chooses to do so. List creditors holding all types of secured interests such as judgment liens, gamishiments, statutory liens, mortgages, deeds of trust, and

other security interests.

List creditors in alphabetical order to the extent practicable, If a minor child is a creditor, the child's initials and the name and address of the child’s parent or
guardian, such as "A.B., a minor child, by John Doe, guardian.” Do not disclose the child’s name. See, 11 U.8.C. §112 and Fed. R. Bankr. P. 1007(m). If all secured
creditors will not fit on this page, use the continuation sheet provided.

If any entity other than a spouse in a joint case may be jointly liable on a claim, place an "X" in the column labeled *Codebtor” ,include the entity on the appropriate
schedule of creditors, and complete Schedute H - Codebtors. If a joint petition is filed, state whether the husband, wife, both of them, or the marital community may be
liable on each claim by placing an "H", "W", "J", or "C" in the column labeled "Husband, Wife, Joint, or Community".

If the claim is contingent, place an "X" in the column labeled "Contingent". If the claim is unliquidated, place an "X" in the column Jabeted "Unliquidated”, If the
claim is disputed, place an "X" in the column labeled "Disputed”. (You may need to place an "X" in more than one of these three columns.)

Total the columns labeted *Amount of Claim Without Deducting Value of Collateral” and "Unsecured Portion, if Any" i the boxes labeled "Total{s)" on the last
sheet of the completed schedule. Report the total from the column labeted "Amount of Claim™ also on the Summary of Schedules and, if the debtor is an individual with
primarily consumer debis, report the total from the column labeled "Unsecured Portion™ on the Statistical Summary of Certain Liabilities and Related Data,

[0 Check this box if debtor has no creditors holding secured claims to report on this Schedule D.

€ [ Husband, Wife, Join, or Community I B AMOUNT OF
CREDITOR'S NAME 0 Of N{ I
AND MAILING ADDRESS D lu DATE CLAIM WAS INCURRED, NILTS wirionT UNSECURED
INCLUDING ZIP CODE, BIW NATURE OF LIEN, AND 11elu] pEDUCTING PORTION, IF
AND ACCOUNT NUMBE’R I) 4 DESCRIPTION AND VALUE g IU th VALUE OF ANY
, p c
(See instructions above.) R S[%;.‘Iggg PT%RITI};,N 5 R D COLLATERAL
Account No. June 9, 2008 T E
FEI Shale asserts perfected security b
FEI Shale, L.P. Interests in Debtor's property pursuant
2000 888 3d Street S.W. to that certain Acquisition and Farmout
Agreement by and between the Debtor
Calgary, Alberta Canada T2P 5C5 - |and FEI Shale. See Global Notes for | X|X|x
more information.
Value $ Unknown Unknown Unknown
Account No. April 19, 2007
Hall Phoenix |nwood, Ltd. Ha[l Phoenlx |nw00d Ltd. asserts
6801 Gaylord Parkway perfected security interest in substantial
Suite 100 portions of property of the Debtor and
Frisco, TX 75034 ~ |its affiliates, See Global Notes.
Value $ 0.00 0.00 0.00
Account No. January 18, 2008
Hall Phoenix Inwood, Ltd.
6801 Gaylord Parkway
Suite 100 }
Frisco, TX 75034
Value § 0.00 15,000,000.00 15,000,000.00
Account No.
Value §
Subtotal
0  continuation sheets attached u 15,000,000.00 15,000,000.00
BRa {Total of this page)
Total 15,000,000.00 |  15,000,000.00

(Report on Summary of Schedules)

Copynight {c) 1896-2008 - Best Case Solutions - Evanston, IL - {500) 402-8037

Bast Case Bankruptoy




BSE (Official Form 6E) (12/07)

Inre Hallwood SWD, LLC Case No, 09-31258
Debtor

SCHEDULE E - CREDITORS HOLDING UNSECURED PRIORITY CLAIMS

A complete list of claims entitled fo priority, listed separately by type of priority, is to be set forth on the sheets provided. Only holders of unsecured claims entitled
to priority should be listed in this schedule. In the boxes provided on the attached sheets, state the name, mailing address, including zip code, and last four digits of the
account number, if any, of all entities holding priority claims against the debtor or the property of the debtor, as of the date of the filing of the petition, Use a separate
continuation sheet for each type of priority and label each with the type of priority.

The complete account number of any account the debtor has with the creditor is useful to the trustee and the creditor and may be provided if the debtor chooses to do
50, If & minor child is a creditor, state the child's initials and the name and address of the child's parent or guardian, such as "A.B., a minor child, by John Doe, guardian."
Do not disclose the child’s name. See, 11 U.S.C. §112 and Fed. R. Bankr. P. 1007(m).

If any entity other than a spouse in a joint case may be jeintly liable on a claim, place an "X" in the column labeled "Codebtor," include the entity on the appropriate
schedule of creditors, and complete Schedule H-Codebtors. If a joint petition is filed, state whether the husband, wife, both of them, or the marital community may be
liable on each claim by placing an "H,” "W,” "J," or "C" in the column labeled "Husband, Wife, Joint, or Community.” I the claim is contingent, place an "X" in the
column labeled "Contingent.” If the claim is unliquidated, place an "X" in the column labeled "Unliquidated.” I the claim is disputed, place an X" in the column labeled
"Disputed.” (You may need to place an X" in more than one of these three columns.)

Report the total of claims listed on each sheet in the box labeled "Subtotals” on each sheet. Report the total of all claims listed on this Schedule E in the box labeled
"Total" on the last sheet of the completed schedule. Report this total also on the Summary of Schedules.

Report the total of amounts entitled to priority listed on each sheet in the box Iabeled "Subtotals” on each sheet. Report the total of all amounts entitled to priority
listed on this Schedule E in the box labeled "Totals" on the last sheet of the completed schedule. Individual debtors with primarily consumer debts report this total
also on the Statistical Sumuinary of Certain Liabilities and Related Data.

Report the total of amounts not entitled to priority listed on each sheet in the box labeled "Subtotals” on each sheet. Report the total of all amounts not entitled to
priority listed on this Schedule E in the box labeled "Totals" on the last sheet of the completed schedule, Individual debtors with primarily consumer debts report this
total also on the Statistical Summary of Certain Liabilities and Related Data.

I Check this box if debtor has no creditors holding unsecured priority claims to report on this Schedule E.

TYPES OF PRIORITY CLAIMS (Check the appropriate box{es) below if claims in that category are listed on the attached sheets)

[J Domestic support obligations

Claims for domestic support that are owed to or recoverable by a spouse, former spouse, or child of the debtor, or the parent, legal guardian, or responsible relative
of such a child, or a govemmental unit to whom such a domestic support ¢laim has been assigned to the extent provided in 11 U.8.C. § 507(a)(1).
[0 Extensions of credit in an involuntary case

Claims arising in the ordinary course of the debtor's business or financial affairs after the commencement of the case but before the earlier of the appointment of a
trustee or the ovder for relief, 11 U.S.C. § 507(a)(3).
O Wages, salaries, and commissions

Wages, salaries, and commissions, including vacation, severance, and sick leave pay owing to employees and commissions owing to qualifying independent sales
representatives up to $10,950* per person eamned within 180 days immediately preceding the filing of the original petition, or the cessation of business, whichever
occuired first, to the extent provided in 11 U.8.C. § 507(a)(4).
O Contributions to employee benefit plans

Money owed to employee benefit plans for services rendered within 180 days immediately preceding the filing of the original petition, or the cessation of business,
whichever ocourred first, to the extent provided in 11 U.S.C. § 507(a}(5).
[0 Certain farmers and fishermen

Claims of certain farmers and fishermen, up to $5,400* per farmer or fisherman, against the debtor, as provided in 11 U.S.C. § 507(a){(6).

O Deposits by individuals

Claims of individuals up to $2,425* for deposits for the purchase, lease, or rental of propeity or services for personal, family, or household use, that were not
delivered or provided. 11 U.S.C. § 507(a}(7).

O Taxes and certain other debts owed to governmental units
Taxes, customs duties, and penalties owing to federal, state, and local governmental units as set forth in 11 U.S.C. § 507a)(8).

Q Commitments to maintain the capital of an insured depository institution

Claims based on commitments to the FDIC, RTC, Director of the Office of Thrift Supervision, Comptroller of the Currency, or Board of Governors of the Federal
Reserve System, or their predecessors or successors, to maintain the capital of an insured depository institution, 11 U.5.C. § 507 (@)(9).

] Claims for death or personal injury while debtor was Intoxicated

Claims for death or personal injury resulting from the operation of a motor vehicle or vessel while the debtor was intoxicated from using alcohol, & drug, or
another substance. 11 U.S.C. § 507{a)(10).

* Amounts are subject to adjustment on April 1, 2010, and every three years thereafter with respect to cases commenced on or after the date of adjustment,

0 continuation sheets attached
Copyright {c) 1996-2008 - Best Case Sclutions - Evanston, IL - (800) 492-8037 Best Case Bankmupley




B6F (Official Form 6F) (12/07)

Inre Hallwood SWD, LLLC Case No. 09-31258

Debtor

SCHEDULE F - CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS

State the name, mailing address, including zip code, and last four digits of any account number, of all entities holding unsecured claims without priority against the
debtor or the property of the debtor, as of the date of filing of the petition. The complete account number of any account the debtor has with the creditor is usefut to the
trustee and the creditor and may be provided if the debtor chooses to do so. Tf a minor child is a creditor, state the child's initials and the name and address of the child's
parent or guardian, such as "A.B., a minor child, by John Doe, guardian.” Do not disclose the child's name. See, 11 U.8.C. §112 and Fed. R. Bankr, P. 1007(m). Do not
include claims listed in Schedules D and E, If all creditors will not fit on this page, use the continuation sheet provided,

If any entity other than a spouse in a joint case may be jointly Jiable on a claim, place an "X" in the column labeled "Codebtor,” include the entity on the appropriate
schedule of creditors, and complete Schedule H - Codebtors. If 3 joint petition is filed, state whether the husband, wife, both of them, or the marital conununity may be
liable on each claim by placing an "H," *W,* "J,” or "C" in the column labeled "Husband, Wife, Joint, or Community."

If the claim is contingent, place an "X* in the column fabeled "Contingent." If the claim is unliquidated, place an "X" in the column labeled "Unliguidated.” If the
claim is disputed, place an "X" in the column labeled "Disputed.” (You may need to place an "X" in more than one of these three columns.)

Report the total of all claims listed on this schedule in the box labeled "Total® on the last sheet of the completed schedule. Report this total also on the Summary of
Schedules and, if the debtor is an individual with primarily consumer debts, report this total also on the Statistical Summary of Certain Liabitities and Related Data.

B Check this box if debtor has nio ereditors holding unsecured claims to report on this Schedule F.

CREDITOR'S NAME, 8 Hushand, Wife, Joint, or Community 8 g P
INCLUDING ZIF CODE, Eln| coRdmEckamMAs NedRER AND, T IE
AN;) A_CCOUN’I‘ NIBIMBER 5 J 1S SUBJECT TO SETOFF, SO STATE. g IIJ 1!_; AMOUNT OF CLAIM
(See instructions above.) RIC 5 R D
Account No, T E
D
Account No.
Account No,
Account No,
Subtotal
0 inuation sh h
continuation sheets attached (Total of this page)
Total
(Report on Summary of Schedules) 0.00

Copyright (¢) 1996-2008 - Best Casa Sclutions - Evanston, L. - (800) 4928037 $/N:37214-080807 Best Case Bankrupley




B6G (Official Form 6G) (12/07)

Inre Hallwood SWD, LLC Case No. 09-31258

Debtor

SCHEDULE G - EXECUTORY CONTRACTS AND UNEXPIRED LEASES

Describe all executory contracts of any nature and all unexpired leases of real or personal property. Include any timeshare interests. State nature
of debtor’s interest in contract, i.e., "Purchaser”, "Agent", etc. State whether debior is the lessor or lessee of a lease. Provide the names and
complete mailing addresses of all other parties to each lease or contract described, If a minor child is a party to one of the leases or contracts,
state the child's initials and the name and address of the child's parent or guardian, such as "A.B., a minor child, by John Doe, guardian.” Do not
disclose the child's name, See, 11 U.S.C. §112 and Fed. R. Bankr. P, 1007(m).

{7 Check this box if debtor has no executory contracts or unexpired leases.

Description of Contract or Lease and Nature of Debtor's Interest.
tate whether lease is for nonresidential real property.
State contract number of any government contract,

Name and Mailing Address, Including Zip Code,
of Other Parties to Lease or Contract

FEIl Shale, L.P. Acquisition and Farmout Agreement dated June
2000 888 3d Street S.W. 9, 2008, by and between Hallwood Energy, L.P.,
Calgary, Alberta Canada T2P 5C5 Hallwood Gathering, L.P., Hallwood Petroleum,

LLC, and Hallwood SWD, LLC.

0

continuation sheets attached to Schedule of Executory Contracts and Unexpired Leases
Copysight {c) 1996-2008 - Best Case Solulions - Evanston, Il. - (800} 492-8037 Best Casa Banksuptcy




BSH (Official Form 6H) (12/07)

Inre Hallwood SWD, LLC Case No. 09-31258

Debter

SCHEDULE H - CODEBTORS

Provide the information requested concerning any person or entity, other than a spouse in a joint case, that is also liable on any debts listed
by debtor in the schedules of creditors. Include all guarantors and co-signers. If the debtor resides or resided in a community property state,
commonwealth, or territory (including Alaska, Arizona, California, Idaho, Louisiana, Nevada, New Mexico, Puerto Rico, Texas, Washington, or |
Wisconsin) within the eight year period immediately preceding the commencement of the case, identify the name of the debtor's spouse and of |
any former spouse who resides or resided with the debtor in the community property state, commonwealth, or territory. Include all names used
by the nondebtor spouse during the eight years immediately preceding the commencement of this case. If a minor child is a codebtor or a creditor,
state the child’s initials and the name and address of the child's parent or guardian, such as "A.B., a minor child, by John Doe, guardian." Do not

disclose the child's name. See, 11 U.S.C. §112 and Fed. R, Bankr, P, 1007(m).

1 Check this box if debtor has no codebtors.

NAME AND ADDRESS OF CODEBTOR

NAME AND ADDRESS OF CREDITOR

*See Global Notes

Hallwood Energy Management, LLC
3710 Rawlins Street
Suite 1500
Dallas, TX 75219

Co-guarantor on $100,000,000 and $15,000,000
notes by and befween Hall Phoenix and Hallwood
Energy, L.P., dated April 19, 2007, and January 18,
2008,

Hallwood Energy, L.P,
3710 Rawlins Street
Suite 1500
Dallas, TX 75219

Party to that certain Acquisition and Farmout
Agreement dated June 9, 2008, by and between
FEIl Shale, L..P,, and Hallwood Energy, L.P., et al.

Hallwood Eneray, L.P.
3710 Rawlins Street
Suite 1500
Dallas, TX 75219

Primary obligor on $100,000,000 and
$15,000,000 notes by and between Hall Phoenix
and Hallwood Energy, L.P., dated April 19, 2007,
and January 18, 2008,

Hallwood Gathering, L.P.
3710 Rawlins Street
Suite 1500
Dallas, TX 75219

Party to that certain Acquisition and Farmout
Agreement dated June 9, 2008, by and between
FEl Shale, L..P., and Hallwood Energy, L.P., et al.

Hallwood Gathering, L.P.
3710 Rawlins Street
Suite 1500
Dallas, TX 75219

Co-guarantor on $100,000,000 and $15,000,000
notes by and between Hall Phoenix and Hallwood
Energy, L.P., dated April 19, 2007, and January 18,
2008.

1
continuation sheets attached to Schedule of Codebtors

Copyright (c) 1898-2008 - Bast Case Solutions - Evanston, IL - {500) 492-8037

Hall Phoenix Inwood, Ltd.
6801 Gaylord Parkway
Suite 100

Frisco, TX 75034

FEl Shale, L.P.
2000 888 3d Street S.W.
Calgary, Alberta Canada T2P 5C5

Hall Phoenix inwood, Ltd.
6801 Gaylord Parkway
Suite 100

Frisco, TX 75034

FEl Shale, L..P.
2000 888 3d Street S.W.
Calgary, Atberta Canada T2P 5C5

Hall Phoenix Inwood, Ltd.
6801 Gaylord Parkway
Suite 100

Frisco, TX 75034

Best Case Banksuptcy




Inre Hallwood SWD, LLC

Case No. 09-31258

Debtor

SCHEDULE H - CODEBTORS

{Continuation Sheet)

NAME AND ADDRESS OF CODEBTOR

NAME AND ADDRESS OF CREDITOR

Hallwood Petroleum, L1.C
3710 Rawlins St.
Suite 1500
Dallas, TX 75219

Party to that certain Acquisition and Farmout
Agreement dated June 9, 2008, by and between
FEI Shale, L.P,, and Hallwood Energy, L.P., et al.

Hallwood Petroleum, LLC
3710 Rawlins 5t,
Suite 1500
Dallas, TX 75219

Co-guarantor on $100,000,000 and $15,000,000
notes by and between Hall Phoenix and Hallwood
Energy, L.P., dated April 19, 2007, and January 18,
2008.

HG Il Management, LLC
3710 Rawlins St.
Ste. 1500
Dallas, TX 75219

Co-guarantor on $100,000,000 and $15,000,000
notes by and between Hall Phoenix and Hallwood
Energy, L.P., dated April 19, 2007, and January 18,
2008.

FE! Shale, L.P.
2000 888 3d Street S.W.
Calgary, Alberta Canada T2P 5C5

Hall Phoenix Inwood, Ltd.
6801 Gaylord Parkway
Suite 100

Frisco, TX 75034

Hall Phoenix Inwood, Ltd.
6801 Gaylord Parkway
Suite 100

Frisco, TX 75034

Sheet 1 of 1 continuation sheets attached to the Schedule of Codebtors

Copyright (¢) 1996-2008 - Best Case Solutions - Evanston, IL - (800) 482-8037
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B6 Declaration (Official Form 6 - Declaration). (12/07}

United States Bankruptcy Court
Northern District of Texas

Inre _Hallwood SWD, LLC Case No. 09-31258
Debtor(s) Chapter 11

DECLARATION CONCERNING DEBTOR'S SCHEDULES

DECLARATION UNDER PENALTY OF PERJURY ON BEHALF OF CORPORATION OR PARTNERSHIP

I, the Chief Financial Officer & Secretary of the corporation named as debtor in this case, declare under
penalty of perjury that I have read the foregoing summary and schedules, consisting of __12__ sheets, and that they
are true and correct to the best of my knowledge, information, and belief,

Date March 30, 2009 Signature /s/ Tony Strehlow
Tony Strehiow
Chief Financial Officer & Secretary

Penalty for making a false statement or concealing property: Fine of up to $500,000 or imprisonment for up to 5 years or both.
18 U.S8.C. §§ 152 and 3571,

Software Copyright {¢) 1996-2006 Bast Case Solutions, Inc. - Evanston, IL - (800) 482-8037 Best Case Bankuptcy




