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Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of
the registrant under any of the following provisions

¨ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

¨ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

¨ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

¨ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
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Item 2.02 Results of Operations and Financial Condition.

On August 3, 2010, Sonic Foundry, Inc. reported financial results for the fiscal quarter ended June 30, 2010.  See
attached press release at exhibit 99.1.

The information in this Report on Form 8-K (including the exhibit) is furnished and shall not be deemed to be "filed"
for purposes of the Securities Exchange Act of 1934, as amended (the "Exchange Act"), nor shall it be deemed
incorporated by reference in any filing made by the Company under the Securities Act of 1933, as amended, or the
Exchange Act, except as expressly set forth by specific reference in such a filing.

Item 9.01 Financial Statements and Exhibits.

(d) Exhibits

99.1 Press release concerning financial results for the fiscal quarter ended June 30, 2010.
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EXHIBIT LIST

NUMBER DESCRIPTION

99.1 Press release concerning financial results for the fiscal quarter ended June 30, 2010.
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.

Sonic Foundry, Inc.
(Registrant)

August 3, 2010 By: /s/ Kenneth A. Minor
 Kenneth A. Minor
 Chief Financial Officer

text-indent:4%">(10) make any change in the preceding amendment, supplement and waiver provisions.

Notwithstanding the preceding, without the consent of any Holder of notes, the Company, the Guarantors and the Trustee may amend or
supplement the Indenture, the notes or the Subsidiary Guarantees:

(1) to cure any ambiguity, defect or inconsistency;

(2) to provide for uncertificated notes in addition to or in place of certificated notes;

(3) to provide for the assumption of the Company�s or a Guarantor�s obligations to Holders of notes in the case of a merger or consolidation or
sale of all or substantially all of the Company�s or a Guarantor�s properties or assets in compliance with the Indenture;

(4) to add or release Guarantors in compliance with the Indenture;

(5) to make any change that would provide any additional rights or benefits to the Holders of notes or that does not adversely affect the legal
rights under the Indenture of any such Holder; provided, however, that any change to the Indenture to conform it to this �Description of the New
Notes� shall not be deemed to adversely affect such legal rights;

(6) to secure the notes, including pursuant to the requirements of the covenant described above under the caption ��Certain covenants�Liens;�

(7) to comply with requirements of the SEC in order to effect or maintain the qualification of the Indenture under the Trust Indenture Act; or

(8) to provide for the issuance of Exchange Notes or Additional Notes.

Concerning the Trustee

The Trustee, U.S. Bank Trust National Association, also acts as trustee under the Indentures for the old notes and the Company�s 9.125% Senior
Notes due 2013, its 10.5% Senior Notes due 2014 and its 7.875% Senior Notes due 2015.

If the Trustee becomes a creditor of the Company or any Guarantor, the Indenture will limit its right to obtain payment of claims in certain cases,
or to realize on certain property received in respect of any such claim as security or otherwise. The Trustee will be permitted to engage in other
transactions; however, if it acquires any conflicting interest after a Default has occurred and is continuing it must eliminate such conflict within
90 days, apply to the SEC for permission to continue or resign.
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The Holders of a majority in principal amount of the then outstanding notes will have the right to direct the time, method and place of
conducting any proceeding for exercising any remedy available to the Trustee, subject to certain exceptions. If an Event of Default shall occur
and be continuing, the Trustee will be required, in the exercise of its power, to use the degree of care of a prudent person in the conduct of his
own affairs. Subject to such provisions, the Trustee will be under no obligation to exercise any of its rights or powers under the Indenture at the
request of any Holder of notes, unless such Holder shall have offered to the Trustee security and indemnity satisfactory to it against any loss,
liability or expense as provided in the Indenture.

Governing Law

The Indenture, the notes and the Subsidiary Guarantees will be governed by, and construed in accordance with, the laws of the State of New
York.

Additional Information

Anyone who receives this prospectus may obtain a copy of the proposed forms of Indenture and Registration Rights Agreement without charge
by writing to Petrohawk Energy Corporation, 1000 Louisiana, Suite 5600, Houston, Texas 77002, Attention: Corporate Secretary.

Certain Definitions

Set forth below are certain defined terms used in the Indenture. Reference is made to the Indenture for a full disclosure of all such terms, as well
as any other capitalized terms used herein for which no definition is provided.

�ACNTA� means (without duplication), as of the date of determination:

(1) the sum of:

(a) discounted future net revenue from proved crude oil and natural gas reserves of the Company and its Restricted Subsidiaries calculated in
accordance with SEC guidelines before any state or federal income taxes, as estimated in a reserve report prepared as of the end of the
Company�s most recently completed fiscal year, which reserve report is prepared or reviewed by independent petroleum engineers, as increased
by, as of the date of determination, the discounted future net revenue of:

(A) estimated proved crude oil and natural gas reserves of the Company and its Restricted Subsidiaries attributable to acquisitions consummated
since the date of such year-end reserve report, and

(B) estimated crude oil and natural gas reserves of the Company and its Restricted Subsidiaries attributable to extensions, discoveries and other
additions and upward determinations of estimates of proved crude oil and natural gas reserves (including previously estimated development
costs incurred during the period and the accretion of discount since the prior year end) due to exploration, development or exploitation,
production or other activities which reserves were not reflected in such year-end reserve report, in the case of the determination made under each
of clauses (A) and (B) above, calculated in accordance with SEC guidelines (utilizing the prices utilized in such year-end reserve report), and
decreased by, as of the date of determination, the discounted future net revenue attributable to

(C) estimated proved crude oil and natural gas reserves of the Company and its Restricted Subsidiaries reflected in such year-end reserve report
produced or disposed of since the date of such year-end reserve report, and

(D) reductions in the estimated crude oil and natural gas reserves of the Company and its Restricted Subsidiaries reflected in such year-end
reserve report since the date of such year-end reserve
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report attributable to downward determinations of estimates of proved crude oil and natural gas reserves due to exploration, development or
exploitation, production or other activities conducted or otherwise occurring since the date of such year-end reserve report, in each case
calculated in accordance with SEC guidelines (utilizing the prices utilized in such year-end reserve report);

provided, however, that, in the case of each of the determinations made pursuant to clauses (A) through (D), such increases and decreases shall
be as estimated by the Company�s engineers, except that if as a result of such acquisitions, dispositions, discoveries, extensions or revisions, there
is a Material Change, then such increases and decreases in the discounted future net revenue shall be confirmed in writing by an independent
petroleum engineer;

(b) the capitalized costs that are attributable to crude oil and natural gas properties of the Company and its Restricted Subsidiaries to which no
proved crude oil and natural gas reserves are attributed, based on the Company�s books and records as of a date no earlier than the date of the
Company�s latest annual or quarterly financial statements;

(c) the Net Working Capital on a date no earlier than the date of the Company�s latest annual or quarterly financial statements; and

(d) the greater of (I) the net book value on a date no earlier than the date of the Company�s latest annual or quarterly financial statements and (II)
the appraised value, as estimated by independent appraisers within the immediately preceding 12 months, of other tangible assets of the
Company and its Restricted Subsidiaries (provided that the Company shall not be required to obtain such an appraisal of such assets if no such
appraisal has been performed);

minus

(2) to the extent not otherwise taken into account in the immediately preceding clause (a), the sum of:

(a) minority interests;

(b) any net gas or other balancing liabilities of the Company and its Restricted Subsidiaries reflected in the Company�s latest audited financial
statements;

(c) the discounted future net revenue, calculated in accordance with SEC guidelines (utilizing the same prices utilized in the Company�s year-end
reserve report), attributable to reserves subject to participation interests, royalty interests, overriding royalty interests, net profits interests or
other interests of third parties, pursuant to participation, partnership, vendor financing or other agreements then in effect, or which otherwise are
required to be delivered to third parties;

(d) the discounted future net revenue, calculated in accordance with SEC guidelines (utilizing the same prices utilized in the Company�s year-end
reserve report), attributable to reserves that are required to be delivered to third parties to fully satisfy the obligations of the Company and its
Restricted Subsidiaries with respect to Volumetric Production Payments on the schedules specified with respect thereto; and

(e) the discounted future net revenue, calculated in accordance with SEC guidelines, attributable to reserves subject to Dollar-Denominated
Production Payments that, based on the estimates of production included in determining the discounted future net revenue specified in the
immediately preceding clause (a)(i) (utilizing the same prices utilized in the Company�s year-end reserve report), would be necessary to satisfy
fully the obligations of the Company and its Restricted Subsidiaries with respect to Dollar-Denominated Production Payments on the schedules
specified with respect thereto.

If the Company changes its method of accounting from the full cost method to the successful efforts method or a similar method of accounting,
ACNTA will continue to be calculated as if the Company were still using the full cost method of accounting.
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�Acquired Debt� means, with respect to any specified Person:

(1) Indebtedness of any other Person existing at the time such other Person is merged with or into or became a Restricted Subsidiary of such
specified Person, whether or not such Indebtedness is incurred in connection with, or in contemplation of, such other Person merging with or
into, or becoming a Restricted Subsidiary of, such specified Person; and

(2) Indebtedness secured by a Lien encumbering any asset acquired by such specified Person.

�Affiliate� of any specified Person means any other Person directly or indirectly controlling or controlled by or under direct or indirect common
control with such specified Person. For purposes of this definition, �control,� as used with respect to any Person, shall mean the possession,
directly or indirectly, of the power to direct or cause the direction of the management or policies of such Person, whether through the ownership
of voting securities, by agreement or otherwise; provided that beneficial ownership of 10% or more of the Voting Stock of a Person shall be
deemed to be control. For purposes of this definition, the terms �controlling,� �controlled by� and �under common control with� shall have correlative
meanings.

�Asset Sale� means:

(1) the sale, lease, conveyance or other disposition (including, without limitation, by means of a sale and leaseback transaction) of any assets,
including, without limitation, any sale of hydrocarbons or other mineral products as a result of the creation of Production Payments and Reserve
Sales (other than Production Payments and Reserve Sales created or sold in connection with the financing of, and within 90 days after, the
acquisition of the properties subject thereto); provided that the sale, lease conveyance or other disposition of all or substantially all of the assets
of the Company and its Restricted Subsidiaries taken as a whole will be governed by the provisions of the Indenture described above under the
caption ��Repurchase at the option of Holders�Change of Control,� and/or the provisions described above under the caption ��Certain
covenants�Merger, consolidation or sale of Assets� and not by the provisions described above under the caption ��Certain covenants�Asset Sales;� and

(2) the issuance of Equity Interests by any of the Company�s Restricted Subsidiaries or the sale of Equity Interests in any of its Subsidiaries
(other than directors� qualifying shares or shares required by applicable law to be held by a Person other than the Company or a Restricted
Subsidiary).

Notwithstanding the preceding, the following items shall not be deemed to be Asset Sales:

(1) any single transaction or series of related transactions that: (a) involves assets having a Fair Market Value of less than $2.0 million; or
(b) results in Net Proceeds to the Company and its Restricted Subsidiaries of less than $2.0 million;

(2) a transfer of assets between or among the Company and its Restricted Subsidiaries;

(3) an issuance of Equity Interests by a Restricted Subsidiary to the Company or to another Restricted Subsidiary;

(4) a disposition of cash or Cash Equivalents;

(5) a Permitted Investment or a Restricted Payment that is permitted by the covenant described above under the caption ��Certain
covenants�Restricted Payments;�

(6) a disposition of oil, natural gas or other hydrocarbons or other mineral products in the ordinary course of business of the oil and gas
production operations of the Company and its Subsidiaries;
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(7) any abandonment, relinquishment, farm-in, farm-out, lease and sub-lease of developed and/or undeveloped properties made or entered into in
the ordinary course of business, but excluding any disposition as a result of the creation of a Production Payment and Reserve Sale;

(8) the provision of services, equipment and other assets for the operation and development of the Company�s and its Restricted Subsidiaries� oil
and natural gas wells, in the ordinary course of the Company�s and its Restricted Subsidiaries� Oil and Gas Business, notwithstanding that such
transactions may be recorded as asset sales in accordance with full cost accounting guidelines;

(9) the creation or perfection of a Lien (but not the sale or other disposition of any asset subject to such Lien);

(10) the trade or exchange (�Permitted Asset Exchange�) by the Company or any Restricted Subsidiary of any crude oil or natural gas property or
interest therein owned or held by the Company or such Restricted Subsidiary for (a) any crude oil or natural gas property or interest therein
owned or held by another Person or (b) the Capital Stock of another Person that becomes a Restricted Subsidiary as a result of such trade or
exchange or the Capital Stock of another Person that is a joint venture, partnership or other similar entity, in each case all or substantially all of
whose assets consist of crude oil or natural gas properties, including in the case of either of clauses (a) or (b), any cash or cash equivalents
necessary in order to achieve an exchange of equivalent value; provided, however, that the value of the property or Capital Stock received by the
Company or any Restricted Subsidiary in such trade or exchange (including any cash or cash equivalents) is at least equal to the Fair Market
Value of the property (including any cash or cash equivalents) so traded or exchanged;

(11) the surrender or waiver of contract rights or the settlement, release or surrender of contract, tort or other claims of any kind;

(12) any assignment of an overriding royalty or net profits interest to an employee or consultant of the Company or any of its Restricted
Subsidiaries in the ordinary course of business in connection with the generation of prospects or the development of oil and natural gas projects;
and

(13) the sale or other disposition (whether or not in the ordinary course of business) of oil and gas properties, provided at the time of such sale or
other disposition such properties do not have associated with them any proved reserves.

�Attributable Debt� in respect of a sale and leaseback transaction means, at the time of determination, the present value of the obligation of the
lessee for net rental payments during the remaining term of the lease included in such sale and leaseback transaction including any period for
which such lease has been extended or may, at the option of the lessor, be extended. Such present value shall be calculated using a discount rate
equal to the rate of interest implicit in such transaction, determined in accordance with GAAP. As used in the preceding sentence, the �net rental
payments� under any lease for any such period shall mean the sum of rental and other payments required to be paid with respect to such period by
the lessee thereunder, excluding any amounts required to be paid by such lessee on account of maintenance and repairs, insurance, taxes,
assessments, water rates or similar charges. In the case of any lease that is terminable by the lessee upon payment of penalty, such net rental
payment shall also include the amount of such penalty, but no rent shall be considered as required to be paid under such lease subsequent to the
first date upon which it may be so terminated.

�Beneficial Owner� has the meaning assigned to such term in Rule 13d-3 and Rule 13d-5 under the Exchange Act.

�Business Day� means any day other than a Saturday, Sunday or other day on which commercial banks in New York, New York are authorized or
required by law to close.
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�Capital Lease Obligation� means, at the time any determination thereof is to be made, the amount of the liability of a Person in respect of a
capital lease that would at that time be required to be capitalized on a balance sheet of such Person in accordance with GAAP.

�Capital Stock� means:

(1) in the case of a corporation, corporate stock;

(2) in the case of an association or business entity, any and all shares, interests, participations, rights or other equivalents (however designated)
of corporate stock;

(3) in the case of a partnership or limited liability company, partnership or membership interests (whether general or limited); and

(4) any other interest or participation (other than any debt security convertible into an equity interest) that confers on a Person the right to receive
a share of the profits and losses of, or distributions of assets of, the issuing Person.

�Cash Equivalents� means:

(1) United States dollars;

(2) securities issued or directly and fully guaranteed or insured by the United States government or any agency or instrumentality thereof
(provided that the full faith and credit of the United States is pledged in support thereof) having maturities of not more than one year from the
date of acquisition;

(3) demand accounts, time deposit accounts, certificates of deposit and Eurodollar time deposits with maturities of six months or less from the
date of acquisition, bankers� acceptances with maturities not exceeding six months and overnight bank deposits, in each case, with any domestic
commercial bank having capital and surplus in excess of $250.0 million and a Thomson BankWatch Rating of �B� or better;

(4) repurchase obligations with a term of not more than seven days for underlying securities of the types described in clauses (2) and (3) above
entered into with any financial institution meeting the qualifications specified in clause (3) above;

(5) commercial paper having the highest rating obtainable from Moody�s or S&P Ratings Services (or its successor) and in each case maturing
within 270 days after the date of acquisition;

(6) deposits and certificates of deposit with any commercial bank not meeting the qualifications specified in clause (3) above, provided all such
deposits do not exceed $1.0 million in the aggregate at any one time; and

(7) money market or other mutual funds substantially all of the assets of which constitute Cash Equivalents of the kinds described in clauses
(1) through (6) of this definition.

�Change of Control� means the occurrence of any of the following:

(1) the sale, lease, transfer, conveyance or other disposition (other than by way of merger or consolidation), in one or a series of related
transactions, of all or substantially all of the assets of the Company and its Subsidiaries taken as a whole, which disposition is followed by a
Rating Decline within 90 days after its consummation;

(2) the adoption by the Board of Directors of a plan of liquidation or dissolution of the Company;
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(3) the consummation of any transaction (including, without limitation, any merger or consolidation) the result of which is that any �person� (as
such term is used in Section 13(d)(3) of the Exchange Act), becomes the Beneficial Owner, directly or indirectly, of more than 50% of the
Voting Stock of the Company, measured by voting power rather than number of shares, which occurrence is followed by a Rating Decline
within 90 days thereafter; or

(4) the first day on which a majority of the members of the Board of Directors of the Company are not Continuing Directors, which occurrence
is followed by a Rating Decline within 90 days thereafter.

�Commodity Agreement� means any oil or natural gas hedging agreement and other agreement or arrangement entered into in the ordinary
course of business and designed to protect the Company or any Restricted Subsidiary against fluctuations in oil or natural gas prices.

�Consolidated Net Income� means, with respect to any specified Person for any period, the aggregate of the net income of such Person and its
Restricted Subsidiaries for such period, on a consolidated basis, determined in accordance with GAAP; provided that there shall be excluded
therefrom:

(1) the net income (or loss) of any Person that is not a Restricted Subsidiary or that is accounted for by the equity method of accounting, except
to the extent of the amount of dividends or distributions paid in cash to the specified Person or a Restricted Subsidiary thereof;

(2) the net income of any Restricted Subsidiary to the extent that the declaration or payment of dividends or similar distributions by that
Restricted Subsidiary of that net income is not at the date of determination permitted without any prior governmental approval (that has not been
obtained) or, directly or indirectly, by operation of the terms of its charter or any agreement, instrument, judgment, decree, order, statute, rule or
governmental regulation applicable to that Restricted Subsidiary or its stockholders;

(3) the cumulative effect of a change in accounting principles;

(4) any write-downs of non-current assets; provided, however, that any �ceiling limitation� writedowns under SEC guidelines shall be treated as
capitalized costs, as if such write-downs had not occurred;

(5) any unrealized non-cash gains or losses or charges in respect of hedge or non-hedge derivatives (including those resulting from the
application of ASC 815);

(6) any gain (or loss), together with any related provision for taxes on such gain (or loss), realized in connection with: (a) any Asset Sale or
(b) the disposition of any securities by such Person or any of its Restricted Subsidiaries or the extinguishment of any Indebtedness of such
Person or any of its Restricted Subsidiaries;

(7) any extraordinary or non-recurring gain (or loss), together with any related provision for taxes on such extraordinary or non-recurring gain
(or loss); and

(8) any non-cash compensation charge arising from any grant of stock, stock options or other equity based awards.

�Continuing Directors� means, as of any date of determination, any member of the Board of Directors of the Company who:

(1) was a member of such Board of Directors on the Issue Date; or

(2) was nominated for election, appointed or elected to such Board of Directors with the approval of a majority of the Continuing Directors who
were members of such Board at the time of such nomination, appointment or election.
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�Credit Facilities� means, with respect to the Company or any Guarantor, one or more debt facilities, indentures or commercial paper facilities
(including, without limitation, the Existing Credit Facility), in each case with banks or other financial institutions, providing for revolving credit
loans, term loans, capital market financings, private placements, receivables financings (including through the sale of receivables to such lenders
or to special purpose entities formed to borrow from such lenders against such receivables) or letters of credit or letter of credit guarantees, in
each case, as amended, restated, modified, supplemented, extended, renewed, refunded, replaced or refinanced in whole or in part from time to
time.

�Currency Agreements� means, at any time as to the Company and its Restricted Subsidiaries, any foreign currency exchange agreement, option
or future contract or other similar agreement or arrangement entered into in the ordinary course of business and designed to protect against or
manage the Company or any of its Restricted Subsidiaries� exposure to fluctuations in foreign currency exchange rates.

�Default� means any event that is, or with the passage of time or the giving of notice or both would be, an Event of Default.

�Disqualified Stock� means any Capital Stock that, by its terms (or by the terms of any security into which it is convertible, or for which it is
exchangeable, in each case at the option of the holder thereof), or upon the happening of any event, matures or is mandatorily redeemable, for
any consideration other than Capital Stock pursuant to a sinking fund obligation or otherwise, or is redeemable for any consideration other than
Capital Stock at the option of the holder thereof, in whole or in part, on or prior to the date that is 91 days after the date on which the notes
mature. Notwithstanding the preceding sentence, any Capital Stock that would constitute Disqualified Stock solely because the holders thereof
have the right to require the Company to repurchase such Capital Stock upon the occurrence of a change of control or an asset sale shall not
constitute Disqualified Stock if the terms of such Capital Stock provide that the Company may not repurchase or redeem any such Capital Stock
pursuant to such provisions unless such repurchase or redemption complies with the covenant described above under the caption ��Certain
covenants�Restricted Payments.�

�Dollar-Denominated Production Payments� mean production payment obligations recorded as liabilities in accordance with GAAP, together
with all undertakings and obligations in connection therewith.

�EBITDA� means, with respect to any Person for any period, without duplication, the Consolidated Net Income of such Person for such period
plus:

(1) provision for taxes based on income or profits of such Person and its Restricted Subsidiaries for such period, to the extent that such provision
for taxes was deducted in computing such Consolidated Net Income; plus

(2) consolidated interest expense of such Person and its Restricted Subsidiaries for such period, whether paid or accrued and whether or not
capitalized (including, without limitation, amortization of original issue discount, non-cash interest payments (other than amortization of debt
issuance costs), the interest component of any deferred payment obligations, the interest component of all payments associated with Capital
Lease Obligations, imputed interest with aspect to Attributable Debt, commissions, discounts and other fees and charges incurred in respect of
letter of credit or bankers� acceptance financings, and net payments, if any, pursuant to Interest Rate Agreements), to the extent that any such
expense was deducted in computing such Consolidated Net Income; plus

(3) depreciation, depletion, amortization (including amortization of goodwill and other intangibles but excluding amortization of prepaid cash
expenses that were paid in a prior period) and other non-cash expenses (excluding any such non-cash expense to the extent that it represents an
accrual of or reserve for cash expenses in any future period or amortization of a prepaid cash expense that was paid in a prior period other than
non-cash charges resulting from the application of ASC 410) of such Person and its Restricted Subsidiaries for such period to the extent that
such depreciation, depletion, amortization and other non-cash expenses were deducted in computing such Consolidated Net Income; minus
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(4) non-cash items increasing such Consolidated Net Income for such period, other than items that were accrued in the ordinary course of
business, in each case, on a consolidated basis and determined in accordance with GAAP; minus

(5) (to the extent included in determining Consolidated Net Income) the sum of

(a) the amount of deferred revenues that are amortized during the period and are attributable to reserves that are subject to Volumetric
Production Payments; and

(b) amounts recorded in accordance with GAAP as repayments of principal and interest pursuant to Dollar-Denominated Production Payments.

Notwithstanding the preceding, the provision for taxes based on the income or profits of, and the depreciation, depletion and amortization and
other non-cash charges of, a Restricted Subsidiary of the Company shall be added to Consolidated Net Income to compute EBITDA of the
Company only to the extent that a corresponding amount would be permitted at the date of determination to be dividended to the Company by
such Restricted Subsidiary without prior approval (that has not been obtained), pursuant to the terms of its charter and all agreements,
instruments, judgments, decrees, orders, statutes, rules and governmental regulations applicable to that Subsidiary or its stockholders.

�Equity Interests� mean Capital Stock and all warrants, options or other rights to acquire Capital Stock (but excluding any debt security that is
convertible into, or exchangeable for, Capital Stock).

�Equity Offering� means:

(1) any underwritten public offering of common stock of the Company registered under the Securities Act (other than on Form S-8 or any
successor thereto) and other than any issuance of securities under any benefit plan of the Company; and

(2) any unregistered offering of common stock of the Company, so long as, at the time of the consummation thereof, the Company has a class of
common equity securities registered pursuant to Section 12(b) or 12(g) under the Exchange Act.

�Existing Credit Facility� means the senior secured revolving credit facility of the Company under the Fifth Amended and Restated Senior
Revolving Credit Agreement, dated as of August 2, 2010 by and among the Company and the commercial lending institutions that are agents
and lenders thereunder as amended through the Issue Date.

�Existing Indebtedness� means Indebtedness outstanding on the Issue Date.

�Fair Market Value� means, with respect to any Asset Sale (or Permitted Asset Exchange) or Restricted Payment (or Investment or Permitted
Investment), the price that would be negotiated in an arm�s-length transaction between a willing seller and a willing and able buyer, neither of
which is under any compulsion to complete the transaction, as such price is determined in good faith by:

(1) if the value of such Asset Sale (or Permitted Asset Exchange having a value of more than $2.0 million) or Restricted Payment (or Investment
or Permitted Investment) is less than $10.0 million, an officer of the Company, as evidenced by an officers� certificate delivered to the Trustee;
and

(2) if the value of such Asset Sale (or Permitted Asset Exchange) or Restricted Payment (or Investment or Permitted Investment) is $10.0
million or greater, the Board of Directors of the Company, as evidenced by a board resolution delivered to the Trustee in the form of an officers�
certificate.

�Fixed Charge Coverage Ratio� means, with respect to any specified Person for any period, the ratio of the EBITDA of such Person and its
Restricted Subsidiaries for such period to the Fixed Charges of such Person
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for such period. In the event that the specified Person or any of its Restricted Subsidiaries incurs, assumes, Guarantees, redeems or repays any
Indebtedness (other than revolving credit borrowings unless the commitments to lend associated with such revolving credit borrowings are
permanently reduced or canceled) or issues or redeems preferred stock subsequent to the commencement of the period for which the Fixed
Charge Coverage Ratio is being calculated but prior to the date on which the event for which the calculation of the Fixed Charge Coverage Ratio
is made (the �Calculation Date�), then the Fixed Charge Coverage Ratio shall be calculated giving pro forma effect to such incurrence,
assumption, Guarantee, redemption or repayment of Indebtedness, or such issuance or redemption of preferred stock, as if the same had occurred
at the beginning of the applicable four-quarter reference period.

In addition, for purposes of calculating the Fixed Charge Coverage Ratio:

(1) acquisitions that have been made by the specified Person or any of its Restricted Subsidiaries, including through mergers or consolidations
and including any related financing transactions, during the four-quarter reference period or subsequent to such reference period and on or prior
to the Calculation Date shall be deemed to have occurred on the first day of the four-quarter reference period;

(2) the EBITDA attributable to discontinued operations, as determined in accordance with GAAP, and operations or businesses disposed of prior
to the Calculation Date, shall be excluded; and

(3) the Fixed Charges attributable to discontinued operations, as determined in accordance with GAAP, and operations or businesses disposed of
prior to the Calculation Date, shall be excluded, but only to the extent that the obligations giving rise to such Fixed Charges will not be
obligations of the specified Person or any of its Restricted Subsidiaries following the Calculation Date.

�Fixed Charges� means, with respect to any Person for any period, the sum, without duplication, of:

(1) the consolidated interest expense of such Person and its Restricted Subsidiaries for such period, whether paid or accrued and whether or not
capitalized, including, without limitation, amortization of original issue discount, non-cash interest payments (other than amortization of debt
issuance costs), the interest component of any deferred payment obligations, the interest component of all payments associated with Capital
Lease Obligations, imputed interest with respect to Attributable Debt, commissions, discounts, and other fees and charges incurred in respect of
letters of credit or bankers� acceptance financings, and net payments, if any, pursuant to Interest Rate Agreements; plus

(2) the consolidated interest of such Person and its Restricted Subsidiaries that was capitalized during such period; plus

(3) any interest expense on Indebtedness of another Person that is Guaranteed by such Person or one of its Restricted Subsidiaries or secured by
a Lien on assets of such Person or one of its Restricted Subsidiaries, whether or not such Guarantee or Lien is called upon; plus

(4) all dividend payments, whether or not in cash, on any series of preferred stock of such Person or any of its Restricted Subsidiaries, other than
dividend payments on Equity Interests payable solely in Equity Interests of the Company (other than Disqualified Stock) or to the Company or a
Restricted Subsidiary of the Company.

�Foreign Subsidiary� means any Restricted Subsidiary incorporated or organized under the laws of a foreign jurisdiction and having substantially
all its operations outside the United States of America.

�GAAP� means accounting principles generally accepted in the United States set forth in the opinions and pronouncements of the Accounting
Principles Board of the American Institute of Certified Public Accountants and statements, and pronouncements of the Financial Accounting
Standards Board or in such other statements by such other entity as have been approved by a significant segment of the accounting profession,
which are in effect from time to time.
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�Guarantee� means, without duplication, any obligation, contingent or otherwise, of any Person directly or indirectly guaranteeing any
Indebtedness of any other Person and any other obligation, direct or indirect, contingent or otherwise, of such Person:

(1) to purchase or pay (or advance or supply funds for the purchase or payment of) such Indebtedness of such other Person (whether arising by
virtue of partnership arrangements, or by agreements to keep-well, to purchase assets, goods, securities or services, to take-or-pay or to maintain
financial statement conditions or otherwise), or

(2) entered into for the purpose of assuring in any other manner the obligee of such Indebtedness of the payment therefor to protect such obligee
against loss in respect thereof (in whole or in part); provided, however, that the term �Guarantee� shall not include endorsements for collection or
deposit in the ordinary course of business. The term �Guarantee� used as a verb has a corresponding meaning.

�Guarantors� means each Subsidiary that executes the Indenture as an initial Subsidiary Guarantor, any Restricted Subsidiary of the Company
that becomes a Subsidiary Guarantor in accordance with the provisions of the Indenture, and their respective successors and assigns.

�Hedging Obligations� means, with respect to any Person, the obligations of such Person under Currency Agreements, Interest Rate Agreements
and Commodity Agreements.

�Holder� means a person in whose name a Note is registered on the Registrar�s books.

�Indebtedness� means, with respect to any specified Person, without duplication,

(1) all obligations of such Person, whether or not contingent, in respect of:

(a) the principal of and premium, if any, in respect of outstanding (A) Indebtedness of such Person for money borrowed and (B) Indebtedness
evidenced by notes, debentures, bonds or other similar instruments for the payment of which such Person is responsible or liable;

(b) all Capital Lease Obligations of such Person and all Attributable Debt in respect of sale and leaseback transactions entered into by such
Person;

(c) the deferred purchase price of property, which purchase price is due more than six months after the date of taking delivery of title to such
property, including all obligations of such Person for the deferred purchase price of property under any title retention agreement, but excluding
accrued expenses and trade accounts payable arising in the ordinary course of business; and

(d) the reimbursement obligation of any obligor for the principal amount of any letter of credit, banker�s acceptance or similar transaction
(excluding obligations with respect to letters of credit securing obligations (other than obligations described in clauses (i) through (iii) above)
entered into in the ordinary course of business of such Person to the extent such letters of credit are not drawn upon or, if and to the extent drawn
upon, such drawing is reimbursed no later than the tenth Business Day following receipt by such Person of a demand for reimbursement
following payment on the letter of credit);

(2) all net obligations in respect of Currency Agreements, Interest Rate Agreements and Commodity Agreements, except to the extent such net
obligations are otherwise included in this definition;

(3) all liabilities of others of the kind described in the preceding clause (a) or (b) that such Person has Guaranteed or that are otherwise its legal
liability;

(4) with respect to any Production Payment and Reserve Sale, any warranties or guaranties of production or payment by such Person with
respect to such Production Payment and Reserve Sale but excluding other contractual obligations of such Person with respect to such Production
Payment and Reserve Sale;
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(5) Indebtedness (as otherwise defined in this definition) of another Person secured by a Lien on any asset of such Person, whether or not such
Indebtedness is assumed by such Person, the amount of such obligations being deemed to be the lesser of:

(a) the full amount of such obligations so secured and

(b) the fair market value of such asset as determined in good faith by such specified Person;

(6) Disqualified Stock of such Person or a Restricted Subsidiary in an amount equal to the greater of the maximum mandatory redemption or
repurchase price (not including, in either case, any redemption or repurchase premium) or the liquidation preference thereof;

(7) the aggregate preference in respect of amounts payable on the issued and outstanding shares of preferred stock of any of the Company�s
Restricted Subsidiaries in the event of any voluntary or involuntary liquidation, dissolution or winding up (excluding any such preference
attributable to such shares of preferred stock that are owned by such Person or any of its Restricted Subsidiaries; provided, that if such Person is
the Company, such exclusion shall be for such preference attributable to such shares of preferred stock that are owned by the Company or any of
its Restricted Subsidiaries); and

(8) any and all deferrals, renewals, extensions, refinancings and refundings (whether direct or indirect) of, or amendments, modifications or
supplements to, any liability of the kind described in any of the preceding clauses (1), (2), (3), (4), (5), (6), (7) or this clause (8), whether or not
between or among the same parties.

Subject to clause (4) of the preceding sentence, Production Payments and Reserve Sales shall not be deemed to be Indebtedness.

�Interest Rate Agreements� means, with respect to the Company and its Restricted Subsidiaries, interest rate agreements, interest rate cap
agreements and interest rate collar agreements and other agreements or arrangements designed to protect such Person against fluctuations in
interest rates, with respect to any Indebtedness that is permitted to be incurred under the Indenture.

�Investment Grade Rating� means a rating equal to or higher than:

(1) Baa3 (or the equivalent) with a stable or better outlook by Moody�s; and

(2) BBB- (or the equivalent) with a stable or better outlook by S&P,

or, if either such entity ceases to make a rating on the notes publicly available for reasons outside of the Company�s control, the equivalent
investment grade credit rating from any other rating agency.

�Investment Grade Rating Event� means the first day on which the notes have an Investment Grade Rating from each of S&P and Moody�s, and
no Default has occurred and is then continuing under the Indenture.

�Investments� means, with respect to any Person, all investments by such Person in other Persons (including Affiliates) in the forms of direct or
indirect loans (including Guarantees of Indebtedness or other obligations), advances or capital contributions (excluding commission, travel and
similar advances to officers and employees made in the ordinary course of business), purchases or other acquisitions for consideration of
Indebtedness, Equity Interests or other securities, together with all items that are or would be classified as investments on a balance sheet
prepared in accordance with GAAP. If the Company or any Restricted Subsidiary of the Company sells or otherwise disposes of any Equity
Interests of any direct or indirect Restricted Subsidiary of the Company such that, after giving effect to any such sale or disposition, such Person
is no longer a Restricted Subsidiary of the Company, the Company shall be deemed to have made an Investment on the date of any such sale or
disposition equal to the Fair Market Value of the Equity Interests of such Restricted Subsidiary not sold or disposed of in an amount determined
as provided in the third to last paragraph of the covenant described above under the caption ��Certain covenants�Restricted Payments.�
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�Issue Date� means the first date on which the notes are issued, authenticated and delivered under the Indenture.

�KCS Merger Agreement� means that certain Amended and Restated Agreement and Plan of Merger dated as of May 16, 2006, and effective as
of April 20, 2006, among KCS Energy, Inc., the Company and Hawk Nest Corporation, as amended or supplemented from time to time.

�Lien� means, with respect to any asset, any mortgage, lien, pledge, charge, security interest or encumbrance of any kind in respect of such asset,
whether or not filed, recorded or otherwise perfected under applicable law, including any conditional sale or other title retention agreement, any
lease in the nature thereof, any option or other agreement to sell or give a security interest in any assets and any filing of or agreement to give
any financing statement under the Uniform Commercial Code (or equivalent statutes) of any jurisdiction.

�Make Whole Premium� means, with respect to a Note at any time, the excess, if any, of (a) the present value at such time of (i) the redemption
price of such note at August 15, 2014 plus (ii) any required interest payments due on such note through August 15, 2014 (except for currently
accrued and unpaid interest), computed using a discount rate equal to the Treasury Rate plus 50 basis points, discounted to the redemption date
on a semi-annual basis (assuming a 360-day year consisting of twelve 30-day months), over (b) the principal amount of such Note.

�Material Change� means an increase or decrease (excluding changes that result solely from changes in prices and changes resulting from the
incurrence of previously estimated future development costs) of more than 25% during a fiscal quarter in the discounted future net revenues
from proved crude oil and natural gas reserves of the Company and its Restricted Subsidiaries, calculated in accordance with clause (a)(i) of the
definition of ACNTA; provided, however, that the following will be excluded from the calculation of Material Change:

(1) any acquisitions during the fiscal quarter of oil and natural gas reserves that have been estimated by independent petroleum engineers and
with respect to which a report or reports of such engineers exist; and

(2) any disposition of properties existing at the beginning of such fiscal quarter that have been disposed of in compliance with the covenant
described under ��Repurchase at the option of Holders�Assets Sales.�

�Moody�s� means Moody�s Investors Service, Inc. and any successor to its rating agency business.

�Net Cash Proceeds,� with respect to any issuance or sale of Capital Stock or the sale or incurrence of any Indebtedness, means the cash proceeds
of such issuance or sale net of attorneys� fees, accountants� fees, underwriters� or placement agents� fees, listing fees, discounts or commissions and
brokerage, consultant and other fees and charges actually incurred in connection with such issuance or sale and net of taxes paid or payable as a
result of such issuance or sale.

�Net Proceeds� means the aggregate cash proceeds received by the Company or any of its Restricted Subsidiaries in respect of any Asset Sale
(including, without limitation, any cash received upon the sale or other disposition of any non-cash consideration received in any Asset Sale), net
of, without duplication:

(1) the direct costs relating to such Asset Sale, including, without limitation, legal, title, engineering, environmental, accounting and investment
banking fees, and sales commissions, and any relocation expenses incurred as a result thereof;

(2) taxes paid or payable as a result thereof;

(3) amounts required to be applied to the repayment of Indebtedness (other than under the Credit Facilities) secured by a Lien on the asset or
assets that were the subject of such Asset Sale;
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(4) any reserve established in accordance with GAAP against liabilities associated with such Asset Sale or any amount placed in escrow for
adjustment in respect of the purchase price of such Asset Sale, until such time as such reserve is reversed or such escrow arrangement is
terminated, in which case Net Proceeds shall be increased by the amount of the reserve so reversed or the amount returned to the Company or its
Restricted Subsidiaries from such escrow arrangement, as the case may be; and

(5) any distributions and other payments required to be made to minority interest holders in any Restricted Subsidiaries as a result of such Asset
Sale.

�Net Working Capital� means:

(a) all current assets of the Company and its Restricted Subsidiaries, minus

(b) all current liabilities of the Company and its Restricted Subsidiaries, except current liabilities included in Indebtedness; in each case
determined in accordance with GAAP.

�Non-Recourse Debt� means Indebtedness:

(1) as to which neither the Company nor any of its Restricted Subsidiaries (a) provides credit support of any kind (including any undertaking,
agreement or instrument that would constitute Indebtedness), (b) is directly or indirectly liable as a guarantor or otherwise, or (c) constitutes the
lender; and

(2) no default with respect to which (including any rights that the holders thereof may have to take enforcement action against an Unrestricted
Subsidiary) would permit upon notice, lapse of time or both any holder of any other Indebtedness of the Company or any of its Restricted
Subsidiaries to declare a default on such other Indebtedness or cause the payment thereof to be accelerated or payable prior to its Stated
Maturity.

�Non-Recourse Purchase Money Indebtedness� means Indebtedness (other than Capital Lease Obligations) of the Company or any Guarantor
incurred in connection with the acquisition by the Company or such Guarantor of assets used in the Oil and Gas Business (including office
buildings and other real property used by the Company or such Guarantor in conducting its operations) with respect to which:

(1) the holders of such Indebtedness agree that they will look solely to the assets so acquired that secure such Indebtedness, and neither the
Company nor any Restricted Subsidiary (a) is directly or indirectly liable for such Indebtedness or (b) provides credit support, including any
undertaking, Guarantee, agreement or instrument that would constitute Indebtedness (other than the grant of a Lien on such acquired assets); and

(2) no default or event of default with respect to such Indebtedness would cause, or permit (after notice or passage of time or otherwise), any
holder of any other Indebtedness of the Company or a Guarantor to declare a default or event of default on such other Indebtedness or cause the
payment, repurchase, redemption, defeasance or other acquisition or retirement for value thereof to be accelerated or payable prior to any
scheduled principal payment, scheduled sinking fund payment or maturity.

�Oil and Gas Business� means

(1) the acquisition, exploration, exploitation, development, operation or disposition of interests in, or obtaining production from, oil, natural gas
or other hydrocarbon properties;

(2) the gathering, marketing, treating, processing (but not refining), storage, selling or transporting of any production from such interests or
properties; or

(3) any activity that is ancillary, necessary or appropriate to facilitate, or that is incidental to, the activities described in clauses (1) and (2) of this
definition.
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�Oil and Gas Liens� means:

(1) Liens on any specific property or any interest therein, construction thereon or improvement thereto to secure all or any part of the costs
incurred for surveying, exploration, drilling, extraction, development, operation, production, construction, alteration, repair or improvement of,
in, under or on such property and the plugging and abandonment of wells located thereon (it being understood that, in the case of oil and gas
producing properties, or any interest therein, costs incurred for �development� will include costs incurred for all facilities relating to such
properties or to projects, ventures or other arrangements of which such properties form a part or that relate to such properties or interests);

(2) Liens on an oil or gas producing property to secure obligations incurred or Guarantees of obligations incurred in connection with or
necessarily incidental to commitments for the purchase or sale of, or the transportation or distribution of, the products derived from such
property;

(3) Liens arising under partnership agreements, oil and gas leases, overriding royalty agreements, net profits agreements, production payment
agreements, royalty trust agreements, incentive compensation programs on terms that are reasonably customary, in the Oil and Gas Business for
geologists, geophysicists and other providers of technical services to the Company or a Restricted Subsidiary, farm-out agreements, farm-in
agreements, division orders, contracts for the sale, purchase, exchange, transportation, gathering or processing of oil, gas or other hydrocarbons,
unitizations and pooling designations, declarations, orders and agreements, development agreements, operating agreements, production sales
contracts, area of mutual interest agreements, gas balancing or deferred production agreements, injection, repressuring and recycling agreements,
salt water or other disposal agreements, seismic or geophysical permits or agreements, and other agreements that are customary in the Oil and
Gas Business; provided, however, that in all instances such Liens are limited to the assets that are the subject of the relevant agreement,
program, order or contract;

(4) Liens securing Production Payments and Reserve Sales; provided that such Liens are limited to the property that is subject to such
Production Payments and Reserve Sales, and such Production Payments and Reserve Sales either:

(a) were in existence on the Issue Date,

(b) were created in connection with the acquisition of property after the date of the Indenture and such Lien was incurred in connection with the
financing of, and within 90 days after the acquisition of the property subject thereto, or

(c) constitute Asset Sales made in compliance with the covenant entitled ��Certain covenants�Repurchase at the option of Holders�Asset Sales;� and

(5) Liens on pipelines or pipeline facilities that arise by operation of law.

�Permitted Acquisition Indebtedness� means Indebtedness (including Disqualified Stock) of the Company or any of the Restricted Subsidiaries
to the extent such Indebtedness was Indebtedness:

(1) of an acquired Person prior to the date on which such Person became a Restricted Subsidiary as a result of having been acquired and not
incurred in contemplation of such acquisition; or

(2) of a Person that was merged, consolidated or amalgamated with or into the Company or a Restricted Subsidiary that was not incurred in
contemplation of such merger, consolidation or amalgamation,

provided that on the date such Person became a Restricted Subsidiary or the date such Person was merged, consolidated and amalgamated with
or into the Company or a Restricted Subsidiary, as applicable, after giving pro forma effect thereto,

(a) the Restricted Subsidiary or the Company, as applicable, would be permitted to incur at least $1.00 of additional Indebtedness pursuant to the
Fixed Charge Coverage Ratio test described under ��Certain covenants�Incurrence of Indebtedness,� or
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(b) the Fixed Charge Coverage Ratio for the Company would be greater than the Fixed Charge Coverage Ratio for the Company immediately
prior to such transaction.

�Permitted Business Investments� means Investments made in the ordinary course of, and of a nature that is or shall have become customary in,
the Oil and Gas Business, including through agreements, transactions, interests or arrangements that permit one to share risk or costs, comply
with regulatory requirements regarding local ownership or satisfy other objectives customarily achieved through the conduct of the Oil and Gas
Business jointly with third parties, including without limitation:

(1) ownership of oil, natural gas, other related hydrocarbon and mineral properties or any interest therein or gathering, transportation, processing,
storage or related systems; and

(2) the entry into operating agreements, joint ventures, processing agreements, working interests, royalty interests, mineral leases, farm-in
agreements, farm-out agreements, development agreements, production sharing agreements, area of mutual interest agreements, contracts for the
sale, transportation or exchange of oil and natural gas and related hydrocarbons and minerals, unitization agreements, pooling arrangements,
joint bidding agreements, service contracts, partnership agreements (whether general or limited), or other similar or customary agreements
(including for limited liability companies), transactions, properties, interests or arrangements, and Investments and expenditures in connection
therewith or pursuant thereto, in each case made or entered into in the ordinary course of the Oil and Gas Business, excluding, however,
Investments in corporations.

�Permitted Investments� means:

(1) any Investment in the Company or in a Restricted Subsidiary of the Company;

(2) any Investment in Cash Equivalents;

(3) any Investment by the Company or any Restricted Subsidiary of the Company in a Person if as a result of such Investment:

(a) such Person becomes a Restricted Subsidiary of the Company; or

(b) such Person is merged, consolidated or amalgamated with or into, or transfers or conveys substantially all of its assets to, or is liquidated
into, the Company or a Restricted Subsidiary of the Company;

(4) any Investment made as a result of the receipt of non-cash consideration from an Asset Sale that was made pursuant to and in compliance
with the covenant described above under the caption ��Repurchase at the option of Holders�Asset Sales;�

(5) any acquisition of assets solely in exchange for the issuance of Equity Interests (other than Disqualified Stock) of the Company;

(6) receivables owing to the Company or any Restricted Subsidiary created or acquired in the ordinary course of business and payable or
dischargeable in accordance with customary trade terms; provided, however, that such trade terms may include such concessionary trade terms
as the Company or any such Restricted Subsidiary deems reasonable under the circumstances;

(7) payroll, travel, relocation and similar advances to officers, directors and employees to cover matters that are expected at the time of such
advances ultimately to be treated as expenses for accounting purposes and that are made in the ordinary course of business;

(8) loans or advances to employees made in the ordinary course of business of the Company or such Restricted Subsidiary made for bona fide
business purposes;
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(9) Capital Stock, obligations or securities received in settlement of debts created in the ordinary course of business and owing to the Company
or any Restricted Subsidiary or in satisfaction of judgments or pursuant to any plan of reorganization or similar arrangement upon the
bankruptcy or insolvency of a debtor or received in connection with a work-out or recapitalization of the issuer or as a result of a foreclosure or
other transfer of title or perfection or enforcement of any lien with respect to any secured Investment in default;

(10) Hedging Obligations, which transactions or obligations are incurred in compliance with ��Certain covenants�Incurrence of Indebtedness;�

(11) Permitted Business Investments; and

(12) other Investments in any Person having an aggregate Fair Market Value (measured on the date each such Investment was made and without
giving effect to subsequent changes in value), when taken together with all other Investments made pursuant to this clause (12) since the Issue
Date, not to exceed $20.0 million.

�Permitted Liens� means:

(1) Liens on any property or assets of the Company and any Guarantor securing Indebtedness and other obligations under Credit Facilities that
were permitted by the terms of the Indenture to be incurred;

(2) Liens in favor of the Company or the Guarantors;

(3) Liens on any property or assets of a Person existing at the time such Person is merged with or into or consolidated with the Company or any
Restricted Subsidiary of the Company, provided that such Liens were in existence prior to the contemplation of such merger or consolidation
and do not extend to any property or assets other than those of the Person merged into or consolidated with the Company or the Restricted
Subsidiary;

(4) Liens on any property or assets existing at the time of acquisition thereof by the Company or any Restricted Subsidiary of the Company,
provided that such Liens were not incurred in connection with the contemplation of such acquisition;

(5) Liens to secure the performance of statutory obligations, surety or appeal bonds, performance bonds or other obligations of a like nature
incurred in the ordinary course of business;

(6) Liens existing on the Issue Date;

(7) Liens arising from Uniform Commercial Code financing statement filings regarding operating leases entered into by the Company and its
Restricted Subsidiaries in the ordinary course of business;

(8) Liens securing Permitted Refinancing Indebtedness incurred to refinance Indebtedness that was previously so secured, provided that any
such Lien is limited to all or part of the same property or assets (plus improvements, accessions, proceeds or dividends or distributions in respect
thereof) that secured (or, under the written arrangements under which the original Lien arose, could secure) the Indebtedness being refinanced or
is in respect of property that is the security for a Permitted Lien hereunder;

(9) Liens securing Hedging Obligations of the Company or any of its Restricted Subsidiaries;

(10) Liens securing Non-Recourse Purchase Money Indebtedness granted in connection with the acquisition by the Company or any Restricted
Subsidiary of assets used in the Oil and Gas Business (including the office buildings and other real property used by the Company or such
Restricted Subsidiary in conducting its operations); provided that (i) such Liens attach only to the assets acquired with the proceeds of such
Non-Recourse Purchase Money Indebtedness; and (ii) such Non-Recourse Purchase Money Indebtedness is not in excess of the purchase price
of such fixed assets;
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(11) any Lien incurred in the ordinary course of business incidental to the conduct of the business of the Company or the Restricted Subsidiaries
or the ownership of their property (including (a) easements, rights of way and similar encumbrances, (b) rights or title of lessors under leases
(other than Capital Lease Obligations), (c) rights of collecting banks having rights of setoff, revocation, refund or chargeback with respect to
money or instruments of the Company or the Restricted Subsidiaries on deposit with or in the possession of such banks, (d) Liens imposed by
law, including Liens under workers� compensation or similar legislation and mechanics�, carriers�, warehousemen�s, materialmen�s, suppliers� and
vendors� Liens, (e) Liens incurred to secure performance of obligations with respect to statutory or regulatory requirements, performance or
return-of-money bonds, surety bonds or other obligations of a like nature and incurred in a manner consistent with industry practice and (f) Oil
and Gas Liens, in each case which are not incurred in connection with the borrowing of money, the obtaining of advances or credit or the
payment of the deferred purchase price of property (other than trade accounts payable arising in the ordinary course of business)); and

(12) Liens for taxes, assessments and governmental charges not yet due or the validity of which are being contested in good faith by appropriate
proceedings, promptly instituted and diligently conducted, and for which adequate reserves have been established to the extent required by
GAAP as in effect at such time.

�Permitted Refinancing Indebtedness� means any Indebtedness of the Company or any of its Restricted Subsidiaries issued in exchange for, or
the Net Cash Proceeds of which are used to extend, refinance, renew, replace, defease or refund other Indebtedness of the Company or any of its
Restricted Subsidiaries (other than intercompany Indebtedness); provided that:

(1) the principal amount (or accreted value, if applicable) of such Permitted Refinancing Indebtedness does not exceed the principal amount of
(or accreted value, if applicable), plus premium, if any, and accrued and unpaid interest on the Indebtedness so extended, refinanced, renewed,
replaced, defeased or refunded (plus the amount of reasonable expenses incurred in connection therewith);

(2) (a) if the final maturity date of the Indebtedness being extended, refinanced, renewed, replaced, deferred or refunded is earlier than the final
maturity date of the notes, the Permitted Refinancing Indebtedness has a final maturity date no earlier than the final maturity date of the
Indebtedness being extended, refinanced, renewed, replaced, deferred or refunded; or

(b) if the final maturity date of the Indebtedness being extended, refinanced, renewed, replaced, deferred or refunded is later than the final
maturity date of the notes, the Permitted Refinancing Indebtedness has a final maturity date at least 91 days later than the final maturity date of
the notes;

(3) the Permitted Refinancing Indebtedness has a Weighted Average Life to Maturity at the time such Permitted Refinancing Indebtedness is
incurred that is equal to or greater than the Weighted Average Life to Maturity of the Indebtedness being extended, refinanced, renewed,
replaced, deferred or refunded;

(4) if the Indebtedness being extended, refinanced, renewed, replaced, defeased or refunded is subordinated in right of payment to the notes or a
Subsidiary Guarantee, such Permitted Refinancing Indebtedness is subordinated in right of payment to the notes or such Subsidiary Guarantee
on terms at least as favorable, taken as a whole, to the Holders of notes as those contained in the documentation governing the Indebtedness
being extended, refinanced, renewed, replaced, defeased or refunded;

(5) such Indebtedness is not incurred by a Restricted Subsidiary if the Company is the obligor on the Indebtedness being extended, refinanced,
renewed, replaced, defeased or refunded; provided, however, that a Restricted Subsidiary that is also a Guarantor may Guarantee Permitted
Refinancing Indebtedness incurred by the Company, whether or not such Restricted Subsidiary was an obligor or guarantor of the Indebtedness
being extended, refinanced, renewed, replaced, defeased or refunded; provided further, however, that if such Permitted Refinancing
Indebtedness is subordinated to the notes, such Guarantee shall be subordinated to such Restricted Subsidiary�s Subsidiary Guarantee to at least
the same extent; and
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(6) if the Indebtedness being extended, refinanced, renewed, replaced, defeased, or refunded is Non-Recourse Purchase Money Indebtedness,
such Permitted Refinancing Indebtedness satisfies clauses (1) and (2) of the definition of �Non-Recourse Purchase Money Indebtedness.�

�Person� means any individual, corporation, partnership, limited liability company, joint venture, association, joint stock company, trust,
unincorporated organization, government or any agency or political subdivision thereof or any other entity.

�Production Payments� means, collectively, Dollar-Denominated Production Payments and Volumetric Production Payments.

�Production Payments and Reserve Sales� means the grant or transfer by the Company or a Restricted Subsidiary to any Person of a royalty,
overriding royalty, net profits interest or Production Payment in oil and natural gas properties, reserves or the right to receive all or a portion of
the production or the proceeds from the sale of production attributable to such properties where, in the case of each of the foregoing, the holder
of such interest has recourse solely to such production or proceeds of production, subject to the obligation of the grantor or transferor to operate
and maintain, or cause the subject interests to be operated and maintained, in a reasonably prudent manner or other customary standard or
subject to the obligation of the grantor or transferor to indemnify for environmental, title or other matters customary in the foregoing interests.

�Rating Category� means:

(1) with respect to S&P, any of the following categories: AAA, AA, A, BBB, BB, B, CCC, CC, C and D (or equivalent successor categories);
and

(2) with respect to Moody�s, any of the following categories: Aaa, Aa, A, Baa, Ba, B, Caa, Ca, C and D (or equivalent successor categories).

�Rating Decline� means a decrease in the rating of the notes by either Moody�s or S&P by one or more gradations (including gradations within
Rating Categories as well as between Rating Categories). In determining whether the rating of the notes has decreased by one or more
gradations, gradations within Rating Categories, namely + or � for S&P, and 1, 2, and 3 for Moody�s, will be taken into account; for example, in
the case of S&P, a rating decline either from BB+ to BB or BB- to B+ will constitute a decrease of one gradation.

�Restricted Subsidiary� of a Person means any Subsidiary of the referenced Person that is not an Unrestricted Subsidiary.

�S&P� means Standard & Poor�s Ratings Services, a division of The McGraw-Hill Companies, Inc., and any successor to its rating agency
business.

�Senior Debt� means:

(1) all Indebtedness of the Company or any Guarantor outstanding under Credit Facilities and all Hedging Obligations with respect thereto; and

(2) any other Indebtedness of the Company or any Guarantor permitted to be incurred by it under the terms of the Indenture, unless such
Indebtedness is Subordinated Indebtedness.

�Significant Subsidiary� means any Subsidiary that would be a �significant subsidiary� as defined in Article 1, Rule 1-02 of Regulation S-X,
promulgated pursuant to the Securities Act, as such Regulation is in effect on the Issue Date.

�Stated Maturity� means, with respect to any installment of interest or principal on any series of Indebtedness, the date on which such payment of
interest or principal was scheduled to be paid in the original documentation governing such Indebtedness, and shall not include any contingent
obligations to repay, redeem or repurchase any such interest or principal prior to the date originally scheduled for the payment thereof.
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�Subordinated Indebtedness� means Indebtedness of the Company (or a Guarantor) that is expressly subordinated or junior in right of payment
to the notes (or a Subsidiary Guarantee, as appropriate) pursuant to a written agreement to that effect.

�Subsidiary� means any subsidiary of the Company. A �subsidiary� of any Person means:

(1) a corporation a majority of whose Voting Stock is at the time, directly or indirectly owned by such Person, by one or more subsidiaries of
such Person or by such Person and one or more subsidiaries of such Person; or

(2) a partnership, joint venture, limited liability company or similar entity, in which such Person or a subsidiary of such Person is, at the date of
determination, in the case of a partnership, a general or limited partner of such partnership, and, in the case of each of the foregoing entities, is
entitled to receive more than 50 percent of the assets of such entity upon its dissolution.

�Subsidiary Guarantee� means a Guarantee by a Subsidiary Guarantor of the Company�s obligations with respect to the notes.

�Treasury Rate� means the yield to maturity at the time of computation of United States Treasury securities with a constant maturity (as compiled
and published in the most recent Federal Reserve Statistical Release H.15(519) which has become publicly available at least two Business Days
prior to the date fixed for redemption (or, if such Statistical Release is no longer published, any publicly available source of similar market data))
most nearly equal to the period from the redemption date to August 15, 2014; provided, however, that if such period is not equal to the constant
maturity of a United States Treasury security for which a weekly average yield is given, the Company shall obtain the Treasury Rate by linear
interpolation (calculated to the nearest one-twelfth of a year) from the weekly average yields of United States Treasury securities for which such
yields are given, except that if the period from the redemption date to August 15, 2014 is less than one year, the weekly average yield on actually
traded United States Treasury securities adjusted to a constant maturity of one year shall be used. The Company will (a) calculate the Treasury
Rate on the second Business Day preceding the applicable redemption date and (b) prior to such redemption date file with the Trustee an officers�
certificate setting forth the Make Whole Premium and the Treasury Rate and showing the calculation of each in reasonable detail.

�Unrestricted Subsidiary� means any Subsidiary of the Company that is designated by the Board of Directors as an Unrestricted Subsidiary
pursuant to a Board Resolution, but only to the extent that such Subsidiary:

(1) has no Indebtedness other than Non-Recourse Debt;

(2) is not party to any agreement, contract, arrangement or understanding with the Company or any Restricted Subsidiary or the Company unless
the terms of any such agreement, contract, arrangement or understanding are no less favorable to the Company or such Restricted Subsidiary
than those that might be obtained at the time from Persons who are not Affiliates of the Company;

(3) is a Person with respect to which neither the Company nor any of its Restricted Subsidiaries has any obligation (a) to subscribe for additional
Equity Interests or (b) to maintain or preserve such Person�s financial condition or to cause such Person to achieve any specified levels of
operating results; and

(4) has not Guaranteed or otherwise directly or indirectly provided credit support for any Indebtedness of the Company or any of its Restricted
Subsidiaries.

The Board of Directors may designate any Restricted Subsidiary to be an Unrestricted Subsidiary if that designation is in compliance with the
next succeeding sentence and would not otherwise cause a Default. If a

73

Edgar Filing: SONIC FOUNDRY INC - Form 8-K

Table of Contents 23



Table of Contents

Restricted Subsidiary is designated as an Unrestricted Subsidiary, such designation shall be deemed an Investment in the Subsidiary so
designated and all outstanding Investments owned by the Company and its Restricted Subsidiaries in the Subsidiary so designated, shall be
valued at their Fair Market Value at the time of such designation for purposes of determining compliance with the covenant described above
under the caption ��Certain covenants�Restricted Payments;� provided, however, that such covenant need not be complied with if the Subsidiary to
be so designated has total assets of $1,000 or less. That designation will only be permitted if such Restricted Payment would be so permitted at
that time and if such Restricted Subsidiary otherwise meets the definition of an Unrestricted Subsidiary.

Any designation of a Subsidiary of the Company as an Unrestricted Subsidiary shall be evidenced to the Trustee by filing with the Trustee a
copy of the Board Resolution giving effect to such designation certified in an officers� certificate that also certifies that such designation
complied with the preceding conditions and was permitted by the covenant described above under the caption ��Certain covenants�Restricted
Payments� in which case such designation shall be effective as of the date specified in such resolution. If, at any time, any Unrestricted
Subsidiary would fail to meet the preceding requirements as an Unrestricted Subsidiary, it shall thereafter cease to be an Unrestricted Subsidiary
for purposes of the Indenture and any Indebtedness of such Subsidiary shall be deemed to be incurred by a Restricted Subsidiary of the
Company as of such date and, if such Indebtedness is not permitted to be incurred as of such date under the covenant described under the caption
��Certain covenants�Incurrence of Indebtedness,� the Company shall be in default of such covenant.

The Board of Directors of the Company may at any time designate any Unrestricted Subsidiary to be a Restricted Subsidiary; provided that such
designation shall be deemed to be an incurrence of Indebtedness by a Restricted Subsidiary of the Company of any outstanding Indebtedness of
such Unrestricted Subsidiary and such designation shall only be permitted if (1) such Indebtedness is permitted under the covenant described
under the caption ��Certain covenants�Incurrence of Indebtedness,� calculated on a pro forma basis as if such designation had occurred at the
beginning of the four-quarter reference period; and (2) no Default or Event of Default would be in existence following such designation.

�Volumetric Production Payments� mean production payment obligations recorded as deferred revenue in accordance with GAAP, together with
all undertakings and obligations in connection therewith.

�Voting Stock� of any Person as of any date means the Capital Stock of such Person that is at the time entitled (without reference to the
occurrence of any contingency) to vote in the election of the directors, managers or trustees of such Person.

�Weighted Average Life to Maturity� means, when applied to any Indebtedness at any date, the number of years obtained by dividing:

(1) the sum of the products obtained by multiplying (a) the amount of each then remaining installment, sinking fund, serial maturity or other
required payments of principal, including payment at final maturity, in respect thereof, by (b) the number of years (calculated to the nearest
one-twelfth) that will elapse between such date and the making of such payment; by

(2) the then outstanding principal amount of such Indebtedness.

Global Securities; Book-Entry System

The Global Securities

The notes will initially be represented by one or more permanent global notes in definitive, fully registered book-entry form (the �global
securities�) which will be registered in the name of Cede & Co., as nominee of DTC, or such other name as may be requested by an authorized
representative of DTC. The global notes will be deposited with the Trustee as custodian for DTC and may not be transferred except as a whole
by DTC to a nominee of DTC or by a nominee of DTC to DTC or another nominee of DTC or by DTC or any nominee to a successor of DTC or
a nominee of such successor.
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We expect that pursuant to procedures established by DTC (a) upon deposit of the global securities, DTC or its custodian will credit on its
internal system portions of the global securities which will contain the corresponding respective amount of the global securities to the respective
accounts of persons who have accounts with such depositary and (b) ownership of the notes will be shown on, and the transfer of ownership
thereof will be affected only through, records maintained by DTC or its nominee (with respect to interests of participants (as defined below)) and
the records of participants (with respect to interests of persons other than participants). Such accounts initially will be designated by or on behalf
of the initial purchasers and ownership of beneficial interests in the global securities will be limited to persons who have accounts with DTC (the
�participants�) or persons who hold interests through participants. Noteholders may hold their interests in a global security directly through DTC if
they are participants in such system, or indirectly through organizations which are participants in such system.

So long as DTC or its nominee is the registered owner or holder of any of the notes, DTC or such nominee will be considered the sole owner or
holder of such notes represented by such global securities for all purposes under the indenture and under the notes represented thereby. No
beneficial owner of an interest in the global securities will be able to transfer such interest except in accordance with the applicable procedures
of DTC.

Certain Book-Entry Procedures for the Global Securities

The operations and procedures of DTC is solely within the control of DTC and are subject to change by them from time to time. Investors are
urged to contact the DTC or its participants directly to discuss these matters.

DTC has advised us that it is:

� a limited purpose trust company organized under the laws of the State of New York;

� a �banking organization� within the meaning of the New York Banking Law;

� a member of the Federal Reserve System;

� a �clearing corporation� within the meaning of the New York Uniform Commercial Code, as amended; and

� a �clearing agency� registered pursuant to Section 17A of the Securities Exchange Act of 1934.
DTC was created to hold securities for its participants (collectively, the �participants�) and to facilitate the clearance and settlement of securities
transactions, such as transfers and pledges, between participants through electronic book-entry changes to the accounts of its participants,
thereby eliminating the need for physical transfer and delivery of certificates. DTC�s participants include securities brokers and dealers (including
the initial purchasers), banks and trust companies, clearing corporations and certain other organizations. DTC is a wholly owned subsidiary of
The Depository Trust & Clearing Corporation, which is owned by a number of direct participants of DTC and by the New York Stock
Exchange, Inc., the American Stock Exchange, LLC and the National Association of Securities Dealers, Inc. Indirect access to DTC�s system is
also available to other entities such as banks, brokers, dealers and trust companies (collectively, the �indirect participants�) that clear through or
maintain a custodial relationship with a participant, either directly or indirectly. Investors who are not participants may beneficially own
securities held by or on behalf of DTC only through participants or indirect participants. The rules applicable to DTC and its participants are on
file with the SEC.

The laws of some jurisdictions may require that some purchasers of securities take physical delivery of those securities in definitive form.
Accordingly, the ability to transfer beneficial interests in notes represented by a global security to those persons may be limited. In addition,
because DTC can act only on behalf of its participants, who in turn act on behalf of persons who hold interests through participants, the ability of
a person holding a beneficial interest in a global security to pledge or transfer that interest to persons or entities that do not participate in DTC�s
system, or to otherwise take actions in respect of that interest, may be affected by the lack of a physical security in respect of that interest.
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So long as DTC or its nominee is the registered owner of a global security, DTC or that nominee, as the case may be, will be considered the sole
legal owner or holder of the notes represented by that global security for all purposes of the notes and the indenture. Except as provided below,
owners of beneficial interests in a global security will not be entitled to have the notes represented by that global security registered in their
names, will not receive or be entitled to receive physical delivery of certificated securities, and will not be considered the owners or holders of
the notes represented by that beneficial interest under the indenture for any purpose, including with respect to the giving of any direction,
instruction or approval to the Trustee. To facilitate subsequent transfers, all global securities that are deposited with, or on behalf of, DTC will
be registered in the name of DTC�s nominee, Cede & Co. The deposit of global securities with, or on behalf of, DTC and their registration in the
name of Cede & Co. effect no change in beneficial ownership.

We understand that DTC has no knowledge of the actual beneficial owners of the securities. Accordingly, each holder owning a beneficial
interest in a global security must rely on the procedures of DTC and, if that holder is not a participant or an indirect participant, on the
procedures of the participant through which that holder owns its interest, to exercise any rights of a holder of notes under the indenture or that
global security. We understand that under existing industry practice, in the event that we request any action of holders of notes, or a holder that
is an owner of a beneficial interest in a global security desires to take any action that DTC, as the holder of that global security, is entitled to
take, DTC would authorize the participants to take that action and the participants would authorize holders owning through those participants to
take that action or would otherwise act upon the instruction of those holders.

Conveyance of notices and other communications by DTC to its direct participants, by its direct participants to indirect participants and by its
direct and indirect participants to beneficial owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time.

Neither DTC nor Cede & Co. will consent or vote with respect to the global securities unless authorized by a direct participant under DTC�s
procedures. Under its usual procedures, DTC will mail an omnibus proxy to us as soon as possible after the applicable record date. The omnibus
proxy assigns Cede & Co.�s consenting or voting rights to those direct participants of DTC to whose accounts the securities are credited on the
applicable record date, which are identified in a listing attached to the omnibus proxy.

Neither we nor the Trustee will have any responsibility or liability for any aspect of the records relating to or payments made on account of
beneficial interests in the global securities by DTC, or for maintaining, supervising or reviewing any records of DTC relating to those beneficial
interests.

Payments with respect to the principal of and premium, if any, liquidated damages, if any, and interest on a global security will be payable by
the Trustee to or at the direction of DTC or its nominee in its capacity as the registered holder of the global security under the Indenture. Under
the terms of the Indenture, we and the Trustee may treat the persons in whose names the notes, including the global securities, are registered as
the owners thereof for the purpose of receiving payment thereon and for any and all other purposes whatsoever. Accordingly, neither we nor the
Trustee has or will have any responsibility or liability for the payment of those amounts to owners of beneficial interests in a global security. It is
our understanding that DTC�s practice is to credit the direct participants� accounts upon DTC�s receipt of funds and corresponding detail
information from us or the Paying Agent on the applicable payment date in accordance with their respective holdings shown on DTC�s records.
Payments by the participants and the indirect participants to the owners of beneficial interests in a global security will be governed by standing
instructions and customary industry practice and will be the responsibility of the participants and indirect participants and not of DTC, us or the
Trustee, subject to statutory or regulatory requirements in effect at the time.

Transfers between participants in DTC will be effected in accordance with DTC�s procedures, and, except for trades involving only the Euroclear
System as operated by Euroclear Bank S.A./N.V., or Euroclear, or
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Clearstream Banking, S.A. of Luxembourg, or Clearstream Luxembourg, such transfers will be settled in same-day funds. Transfers between
participants in Euroclear or Clearstream Luxembourg will be effected in the ordinary way in accordance with their respective rules and operating
procedures.

Subject to compliance with the transfer restrictions applicable to the notes, cross-market transfers between the participants in DTC, on the one
hand, and Euroclear or Clearstream Luxembourg participants, on the other hand, will be effected through DTC in accordance with DTC�s rules
on behalf of Euroclear or Clearstream Luxembourg, as the case may be, by its respective depositary; however, those cross-market transactions
will require delivery of instructions to Euroclear or Clearstream Luxembourg, as the case may be, by the counterparty in that system in
accordance with the rules and procedures and within the established deadlines (Brussels time) of that system. Euroclear or Clearstream
Luxembourg, as the case may be, will, if the transaction meets its settlement requirements, deliver instructions to its respective depositary to take
action to effect final settlement on its behalf by delivering or receiving interests in the relevant global securities in DTC, and making or receiving
payment in accordance with normal procedures for same-day funds settlement applicable to DTC. Euroclear participants and Clearstream
Luxembourg participants may not deliver instructions directly to the depositaries for Euroclear or Clearstream Luxembourg.

Because of time zone differences, the securities account of a Euroclear or Clearstream Luxembourg participant purchasing an interest in a global
security from a participant in DTC will be credited, and any such crediting will be reported to the relevant Euroclear or Clearstream
Luxembourg participant, during the securities settlement processing day (which must be a business day for Euroclear and Clearstream
Luxembourg) immediately following the settlement date of DTC. Cash received in Euroclear or Clearstream Luxembourg as a result of sales of
interests in a global security by or through a Euroclear or Clearstream Luxembourg participant to a participant in DTC will be received with
value on the settlement date of DTC but will be available in the relevant Euroclear or Clearstream Luxembourg cash account only as of the
business day for Euroclear or Clearstream Luxembourg following DTC�s settlement date.

Although DTC has agreed to the foregoing procedures to facilitate transfers of interests in the global securities among participants in DTC, it is
under no obligation to perform or to continue to perform those procedures, and those procedures may be discontinued at any time. Neither we
nor the Trustee will have any responsibility for the performance by DTC or its participants or indirect participants of their respective obligations
under the rules and procedures governing their operations.

DTC may discontinue providing its services as securities depositary with respect to the global securities at any time by giving reasonable notice
to us or the Trustee. Under such circumstances, if a successor securities depositary is not obtained, certificates for the securities are required to
be printed and delivered.

We may decide to discontinue use of the system of book-entry transfers through DTC or a successor securities depositary. In that event,
certificates for the securities will be printed and delivered.

We have provided the foregoing information with respect to DTC to the financial community for information purposes only. Although we
obtained the information in this section and elsewhere in this prospectus concerning DTC and its book-entry system from sources that we
believe are reliable, we take no responsibility for the accuracy of such information.

Registration Rights

We entered into a registration rights agreement with the initial purchasers for each offering of the old notes. Under each registration rights
agreement, we agreed for the benefit of the holders of the old notes, that we would, at our cost and subject to certain exceptions, consummate the
exchange offer described in this prospectus. For details regarding the exchange offer, please read �The Exchange Offer.�
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Pursuant to the registration rights agreement, we agreed to:

(1) file a registration statement (the �Exchange Offer Registration Statement�) with the SEC on or before November 15, 2010 with respect to a
registered offer (the �Registered Exchange Offer�) to exchange each note for a new note of the Company (the �Exchange Notes�) having terms
substantially identical in all material respects to such note (except that the Exchange Note will not contain terms with respect to transfer
restrictions);

(2) use reasonable best efforts to cause the Exchange Offer Registration Statement to be declared effective under the Securities Act on or before
May 14, 2011;

(3) promptly following the effectiveness of the Exchange Offer Registration Statement (the �Effectiveness Date�), offer the Exchange Notes in
exchange for surrender of the notes; and

(4) keep the Registered Exchange Offer open for not less than 20 business days (or longer if required by applicable law) after the date notice of
the Registered Exchange Offer is mailed to the Holders of the notes.

For each Note tendered to us pursuant to the Registered Exchange Offer, we will issue to the Holder of such Note an Exchange Note having a
principal amount equal to that of the surrendered Note. Interest on each Exchange Note will accrue from the last interest payment date on which
interest was paid on the Note surrendered in exchange thereof or, if no interest has been paid on such Note, from the Issue Date.

Under existing SEC interpretations, the Exchange Notes will be freely transferable by Holders other than our affiliates after the Registered
Exchange Offer without further registration under the Securities Act if the Holder of the Exchange Notes represents that it is acquiring the
Exchange Notes in the ordinary course of its business, that it has no arrangement or understanding with any Person to participate in the
distribution of the Exchange Notes and that it is not an affiliate of the Company, as such terms are interpreted by the SEC; provided, however,
that broker-dealers (�Participating Broker-Dealers�) receiving Exchange Notes in the Registered Exchange Offer will have a prospectus delivery
requirement with respect to resales of such Exchange Notes. The SEC has taken the position that Participating Broker-Dealers may fulfill their
prospectus delivery requirements with respect to Exchange Notes (other than a resale of an unsold allotment from the original sale of the notes)
with the prospectus contained in the Exchange Offer Registration Statement.

Under the Registration Rights Agreement, we are required to allow Participating Broker-Dealers and other Persons, if any, with similar
prospectus delivery requirements to use the prospectus contained in the Exchange Offer Registration Statement in connection with the resale of
such Exchange Notes for 180 days following the effective date of such Exchange Offer Registration Statement (or such shorter period during
which Participating Broker-Dealers are required by law to deliver such prospectus).

A Holder of notes (other than certain specified holders) who wishes to exchange such notes for Exchange Notes in the Registered Exchange
Offer will be required to represent, among other things, that any Exchange Notes to be received by it will be acquired in the ordinary course of
its business and that at the time of the commencement of the Registered Exchange Offer it has no arrangement or understanding with any Person
to participate in the distribution (within the meaning of the Securities Act) of the Exchange Notes and that it is not an �affiliate� of the Company,
as defined in Rule 405 of the Securities Act, or if it is an affiliate, that it will comply with the registration and prospectus delivery requirements
of the Securities Act to the extent applicable.

In the event that:

(1) applicable interpretations of the staff of the SEC do not permit us to effect a Registered Exchange Offer; or

(2) for any other reason the Registered Exchange Offer is not consummated by June 23, 2011; or
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(3) any of the initial purchasers notifies us following consummation of the Registered Exchange Offer that notes held by it are not eligible to be
exchanged for Exchange Notes in the Registered Exchange Offer; or

(4) certain holders are prohibited by law or SEC policy from participating in the Registered Exchange Offer or may not resell the Exchange
Notes acquired by them in the Registered Exchange Offer to the public without delivering a prospectus, we will, subject to certain exceptions:

(a) promptly file a shelf registration statement (the �Shelf Registration Statement�) covering resales of the notes or the Exchange Notes, as the case
may be;

(b) (i) in the case of clause (1) above, use reasonable best efforts to cause the Shelf Registration Statement to be declared effective under the
Securities Act on or prior to May 14, 2011 and (ii) in the case of clause (2), (3) or (4) above, use reasonable best efforts to cause the Shelf
Registration Statement to be declared effective under the Securities Act on or prior to the 180th day after the date on which the Shelf
Registration Statement is required to be filed; and

(c) keep the Shelf Registration Statement effective until the earliest of (i) the time when the notes covered by the Shelf Registration Statement
can be sold pursuant to Rule 144 without any limitations by non-affiliates of ours under clause (d) of Rule 144 (ii) two years from the effective
date of the Shelf Registration Statement and (iii) the date on which all notes registered thereunder are disposed of in accordance therewith.

We will, in the event a Shelf Registration Statement is filed, among other things, provide to each Holder for whom such Shelf Registration
Statement was filed copies of the prospectus which is a part of the Shelf Registration Statement, notify each such Holder when the Shelf
Registration Statement has become effective and take certain other actions as are required to permit unrestricted resales of the notes or the
Exchange Notes, as the case may be. A Holder selling such notes or Exchange Notes pursuant to the Shelf Registration Statement generally
would be required to be named as a selling security holder in the related prospectus and to deliver a prospectus to purchasers, will be subject to
certain of the civil liability provisions under the Securities Act in connection with such sales and will be bound by the provisions of the
Registration Rights Agreement that are applicable to such Holder (including certain indemnification obligations).

We will pay additional cash interest on the applicable notes, subject to certain exceptions:

(1) if we fail to file an Exchange Offer Registration Statement with the SEC on or prior to November 15, 2010;

(2) if the Exchange Offer Registration Statement or, if obligated to file a Shelf Registration Statement pursuant to clause (b)(i) above, a Shelf
Registration Statement, is not declared effective by the SEC on or prior to May 14, 2011;

(3) if the Exchange Offer is not consummated on or before the 40th day after the Exchange Offer Registration Statement is declared effective;

(4) if obligated to file the Shelf Registration Statement pursuant to clause (b)(ii) above, we fail to file the Shelf Registration Statement with the
SEC on or prior to the 30th day after the date (the �Shelf Filing Date�) on which the obligation to file a Shelf Registration Statement arises;

(5) if obligated to file a Shelf Registration Statement, the Shelf Registration Statement is not declared effective on or prior to the 180th day after
the Shelf Filing Date; or

(6) after the Exchange Offer Registration Statement or the Shelf Registration Statement, as the case may be, is declared effective, such
Registration Statement thereafter ceases to be effective or usable (subject to certain exceptions) (each such event referred to in the preceding
clauses (1) through (6) a �Registration Default�); from and including the date on which any such Registration Default shall occur to but excluding
the date on which all Registration Defaults have been cured.
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The rate of the additional interest will be 0.50% per year for the first 90-day period immediately following the occurrence of a Registration
Default, and such rate will increase by an additional 0.50% per year with respect to each subsequent 90-day period until all Registration Defaults
have been cured, up to a maximum additional interest rate of 1.50% per year. We will pay such additional interest on regular interest payment
dates. Such additional interest will be in addition to any other interest payable from time to time with respect to the notes and the Exchange
Notes. We will not be required to pay additional interest for more than one Registration Default at any given time. Following the cure of all
Registration Defaults, the accrual of additional interest will cease.

All references in the Indenture and in this �Description of the New Notes,� in any context, to any interest or other amount payable on or with
respect to the Notes shall be deemed to include any additional interest payable pursuant to the Registration Rights Agreement.

If we effect the Registered Exchange Offer, we will be entitled to close the Registered Exchange Offer 30 days after the commencement thereof,
provided that we have accepted all Notes theretofore validly tendered in accordance with the terms of the Registered Exchange Offer.
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MATERIAL UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS

The following is a summary of the material United States federal income tax considerations relating to the acquisition, ownership and
disposition of the new notes, but does not purport to be a complete analysis of all the potential tax considerations relating thereto. This summary
is based upon the provisions of the Internal Revenue Code of 1986, as amended (the �Code�), Treasury regulations promulgated under the Code,
and currently effective administrative rulings and judicial decisions as of the date hereof. These authorities may be changed, possibly
retroactively, so as to result in United States federal income tax consequences different from those set forth below. We have not sought any
ruling from the Internal Revenue Service (the �IRS�) or an opinion of counsel with respect to the statements made and the conclusions reached in
the following summary, and there can be no assurance that the IRS will agree with such statements and conclusions.

This summary assumes that the old notes and the new notes are held as capital assets (generally, property held for investment) and holders are
investors who purchased the old notes for cash upon their original issue at their initial offering price. This summary does not address the tax
considerations arising under the laws of any foreign, state or local jurisdiction or the effect of any income tax treaty. In addition, this discussion
does not address tax considerations applicable to a holder�s particular circumstances or to holders that may be subject to special tax rules,
including, without limitation:

� holders subject to the alternative minimum tax;

� banks, insurance companies, or other financial institutions;

� regulated investment companies;

� real estate investment trusts;

� tax-exempt organizations;

� dealers or traders in securities or commodities;

� traders in securities that elect to use a mark-to-market method of accounting for their securities holdings;

� holders whose �functional currency� is not the United States dollar;

� United States expatriates;

� foreign governments or international organizations;

� persons that will hold the new notes as a position in a hedging transaction, straddle, conversion transaction or other risk reduction
transaction;
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� persons deemed to sell the new notes under the constructive sale provisions of the Code; or

� partnerships (including any entity treated as a partnership for United States federal income tax purposes) or other pass-through
entities or investors in such entities.

If a partnership (including any entity treated as a partnership for United States federal income tax purposes) holds new notes, the tax treatment of
a partner in the partnership generally will depend upon the status of the partner and the activities of the partnership. If you are a partner of a
partnership holding our new notes, you should consult your tax advisor.

THIS SUMMARY DOES NOT REPRESENT A DETAILED DESCRIPTION OF THE UNITED STATES FEDERAL INCOME TAX
CONSEQUENCES TO YOU IN LIGHT OF YOUR PARTICULAR CIRCUMSTANCES AND DOES NOT ADDRESS THE EFFECTS
OF ANY STATE, LOCAL OR NON-UNITED STATES TAX LAWS. IT IS NOT INTENDED TO BE, AND SHOULD NOT BE
CONSTRUED TO BE, LEGAL OR TAX ADVICE TO ANY PARTICULAR HOLDER OF NEW NOTES.

81

Edgar Filing: SONIC FOUNDRY INC - Form 8-K

Table of Contents 33



Table of Contents

YOU SHOULD SEEK ADVICE BASED ON YOUR PARTICULAR CIRCUMSTANCES FROM AN INDEPENDENT TAX ADVISOR
WITH RESPECT TO THE APPLICATION TO SUCH CIRCUMSTANCES OF THE UNITED STATES FEDERAL TAX LAWS AS
WELL AS WITH RESPECT TO ANY TAX CONSEQUENCES ARISING UNDER THE LAWS OF ANY STATE, LOCAL OR
OTHER TAXING JURISDICTION OR UNDER ANY APPLICABLE TAX TREATY.

Consequences to United States Holders

The following is a summary of the material United States federal income tax consequences that will apply to you if you are a United States
holder of the new notes. Certain consequences to non-United States holders of the new notes are described under �Consequences to Non-United
States Holders� below. �United States holder� means a beneficial owner of a new note for United States federal income tax purposes that is:

� an individual who is a citizen or resident of the United States, including an alien individual who is a lawful permanent resident of the
United States or who meets the �substantial presence� test under Section 7701(b) of the Code;

� a corporation, or other entity taxable as a corporation for United States federal income tax purposes, created or organized in or under
the laws of the United States, any political subdivision or state thereof, or the District of Columbia;

� an estate whose income is subject to United States federal income taxation regardless of its source; or

� a trust (i) if it is subject to the primary supervision of a court within the United States and one or more United States persons have the
authority to control all substantial decisions of the trust or (ii) that has a valid election in effect under applicable Treasury regulations
to be treated as a United States person.

Exchange Offer

The new notes do not differ materially in kind or extent from the old notes and, as a result, your exchange of old notes for new notes will not
constitute a taxable disposition of the old notes for United States federal income tax purposes. As a result, you will not recognize taxable
income, gain or loss on such exchange, your holding period for the new notes generally will include the holding period for the old notes so
exchanged, and your adjusted tax basis in the new notes generally will be the same as your adjusted tax basis in the old notes so exchanged.

Payments of Interest

Stated interest on the new notes generally will be taxable to you as ordinary income at the time it is received or accrued in accordance with your
regular method of accounting for United States federal income tax purposes.

Acquisition Premium, Amortizable Bond Premium

Generally, if a United States holder purchases a new note for an amount that exceeds the sum of all amounts payable on the new note after the
purchase date other than stated interest, the new note will be considered to have been purchased at a premium. This premium may be amortized
over the remaining term (or an applicable call date as discussed below) of the new note on a yield to maturity basis if the United States holder so
elects. The amortizable bond premium is treated as an offset to interest income on the new note for United States federal income tax purposes. A
United States holder who elects to amortize bond premium must reduce its tax basis in the new note by the deductions allowable for amortizable
bond premium. An election to amortize bond premium is revocable only with the consent of the IRS and applies to all obligations owned or
acquired by the United States holder on or after the first day of the taxable year to which the election applies. We may redeem the new notes in
certain circumstances as described in this prospectus under �Description of the New Notes�Optional Redemption.� The amount of amortizable bond
premium will be based on the amount payable at the applicable
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call date, but only if use of the call date (in lieu of the stated maturity date) results in a smaller amortizable bond premium for the period ending
on the call date. If a new note purchased at a premium is redeemed before its maturity and a United States holder has elected to deduct the bond
premium, the United States holder may be permitted to deduct any remaining unamortized bond premium as an ordinary loss in the taxable year
of the redemption.

If a United States holder does not elect to amortize bond premium, that premium will decrease the gain or increase the loss the United States
holder would otherwise recognize on disposition of the new note.

Market Discount

The resale of new notes may be affected by the market discount provisions of the Code. If a United States holder purchases a new note for an
amount that is less than its principal amount, the amount of the difference will be treated as �market discount� for United States federal income tax
purposes, unless that difference is less than a specified de minimis amount. Under the market discount rules, the United States holder will be
required to treat any principal payment on a new note, or any gain on its sale, exchange, retirement or other disposition as ordinary income to the
extent of the accrued market discount that was not previously included in gross income. If the new note is disposed of in a non-taxable
transaction (other than a non-recognition transaction described in Section 1276 of the Code), accrued market discount will be taxable to the
United States holder as ordinary income as if the United States holder had sold the new note at its fair market value. In addition, the United
States holder may be required to defer, until the maturity of a new note or its earlier disposition (including a non-taxable transaction other than a
transaction described in Section 1276 of the Code), the deduction of all or a portion of the interest expense in respect of any indebtedness
incurred or maintained to purchase or carry the new note. Market discount will be considered to accrue on a straight-line basis during the period
from the date of acquisition to the maturity date of the new note unless the United States holder elects to accrue market discount on a constant
interest rate basis.

A United States holder may elect to include market discount in gross income as the discount accrues, either on a straight-line basis or on a
constant interest rate basis. This current inclusion election, once made, applies to all market discount obligations acquired by the United States
holder on or after the first day of the first taxable year to which the election applies, and may not be revoked without the consent of the IRS. If
an election is made, the foregoing rules with respect to the recognition of ordinary income on sales and other dispositions of such debt
instruments and on any partial principal payment with respect to the new notes, and the deferral of interest deductions on indebtedness incurred
or maintained to purchase or carry such debt instruments, would not apply.

Disposition of the New Notes

Upon the sale, exchange, redemption, retirement or other taxable disposition of the new notes, you will generally recognize capital gain or loss
equal to the difference between:

� the amount of cash proceeds and the fair market value of any property received on such disposition (less any amount attributable to
accrued and unpaid interest on the new notes that you have not previously included in income, which will generally be taxable as
ordinary income); and

� your adjusted tax basis in the new notes.
Your adjusted tax basis in a new note generally will equal the cost of the new note to you. Any gain or loss that is recognized on the disposition
of the new notes generally will be capital gain or loss and will be long-term capital gain or loss if you have held the notes for more than one
year. Long-term capital gains of individuals, estates and trusts are generally taxed at reduced rates. Your ability to deduct capital losses is subject
to certain limitations.
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New Legislation Relating to Net Investment Income

For taxable years beginning after December 31, 2012, newly-enacted legislation is scheduled to impose a 3.8% tax on the �net investment income�
of certain United States individuals, and on the undistributed �net investment income� of certain estates and trusts. Among other items, �net
investment income� generally includes interest and certain net gain from the disposition of property, less certain deductions.

You should consult your own tax advisor with respect to the tax consequences of the new legislation described above.

Consequences to Non-United States Holders

The following is a summary of the material United States federal income tax consequences that will apply to you if you are a non-United States
holder of new notes. The term �non-United States holder� means a beneficial owner of a new note that is an individual, corporation, estate or trust
and that is not a United States holder.

United States Federal Withholding Tax

Under the �portfolio interest rule,� the payment to you of interest on a new note generally will not be subject to a 30% United States federal
withholding tax provided that:

� interest paid on the new notes is not effectively connected with your conduct of a trade or business in the United States;

� you do not actually or constructively own, under applicable attribution rules, 10% or more of the total combined voting power of all
classes of our voting stock within the meaning of the Code and applicable Treasury regulations;

� you are not a controlled foreign corporation that is related to us, actually or constructively, through stock ownership as provided in
the Code and applicable Treasury regulations;

� you are not a bank whose receipt of interest on the new notes is described in Section 881(c)(3)(A) of the Code; and

� either (1) you timely provide your name and address on an IRS Form W-8BEN (or other applicable form) and certify under penalty
of perjury that you are not a United States person; or (2) you hold your notes through a bank, brokerage house, other financial
institution or certain other intermediaries, and you and the intermediary each comply with the IRS certification requirements of
applicable United States Treasury regulations. Special rules apply to non-United States holders that are pass-through entities rather
than corporations or individuals.

If you cannot satisfy the requirements described in the immediately preceding paragraph, payments of interest made to you will be subject to a
30% United States federal withholding tax unless you timely provide us with a properly executed:

� IRS Form W-8BEN (or other applicable form) claiming an exemption from, or reduction in the rate of, withholding under the benefit
of an applicable income tax treaty; or

� IRS Form W-8ECI (or other applicable form) stating that the interest paid on the new note is not subject to withholding tax because
it is effectively connected with your conduct of a trade or business in the United States. In addition, you may, under certain
circumstances, be required to obtain a United States taxpayer identification number (�TIN�).
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exchange, retirement or other taxable disposition of a new note.
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United States Federal Income Tax

If you are engaged in a trade or business in the United States and interest on the new note is effectively connected with the conduct of that trade
or business (and, if required by an applicable income tax treaty, is attributable to a permanent establishment maintained by you in the United
States), you will be subject to United States federal income tax on such interest on a net income basis at regular graduated rates in generally the
same manner as if you were a United States holder, unless you can claim an exemption under the benefit of an applicable income tax treaty. In
addition, if you are a foreign corporation, you may be subject to a branch profits tax equal to 30% (or lower applicable income tax treaty rate) of
such interest, subject to certain adjustments.

Generally, you will not be subject to United States federal income tax with respect to gain realized on the sale, exchange, redemption or other
disposition of a new note unless:

� the gain is effectively connected with the conduct by you of a trade or business in the United States (and, if required by an applicable
income tax treaty, is attributable to a permanent establishment maintained by you in the United States), in which case, you generally
will be subject to United States federal income tax in the same manner as a United States person, and if you are a foreign
corporation, you may incur a branch profits tax at a rate of 30% (of a lower applicable treaty rate) of your effectively connected
earnings and profits, which will include such gain; or

� in the case of a non-United States holder who is a nonresident alien individual, such individual is present in the United States for 183
days or more in the taxable year of disposition and certain other conditions are met, in which case, you generally will be subject to
United States federal income tax at a 30% rate on the gain, which may be offset by United States source capital losses.

Information Reporting and Backup Withholding

United States Holders

United States holders, unless otherwise exempt as noted below, will be subject to information reporting with respect to payments of principal,
interest and the gross proceeds from the sale, exchange, redemption or other disposition of a new note. Backup withholding may apply to
payments of interest and to the gross proceeds from the sale, exchange, redemption or other disposition of a note if the United States holder:

� fails to furnish its TIN on an IRS Form W-9 within a reasonable time after we request this information;

� furnishes an incorrect TIN;

� is informed by the IRS that it failed to report properly any interest or dividends; or

� fails, under certain circumstances, to provide a certified statement signed under penalty of perjury that the TIN provided is its correct
number and that it is not subject to backup withholding.

Certain persons are exempt from information reporting and backup withholding, including corporations and financial institutions. Holders of the
new notes should consult their tax advisors as to their qualification for exemption and the procedure for obtaining such exemption.

Non-United States Holders

Non-United States holders generally will not be subject to backup withholding with respect to payments of interest on the new notes if (a) we do
not have actual knowledge or reason to know that the non-United States holder is a United States person and (b) such holder provides the
requisite certification on IRS Form W-8BEN or otherwise establishes an exemption from backup withholding. Payments of interest, however,
would generally be subject to reporting requirements.
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Payments of the gross proceeds from the sale, exchange, redemption or other disposition of a new note effected by or through a United States
office of a broker generally will be subject to backup withholding and information reporting unless the non-United States holder certifies as to its
non-United States status on IRS Form W-8BEN or otherwise establishes an exemption. Generally, information reporting and backup
withholding will not apply to a payment of disposition proceeds where the sale is effected outside the United States through a non-United States
office of a non-United States broker and payment is not received in the United States.

However, information reporting generally will apply to a payment of disposition proceeds where the sale is effected outside the United States by
or through an office outside the United States of a broker that fails to maintain documentary evidence that the holder is a non-United States
holder or that the holder otherwise is entitled to an exemption, and the broker is:

� a United States person;

� a foreign person that derives 50% or more of its gross income for defined periods from the conduct of a trade or business in the
United States;

� a controlled foreign corporation for United States federal income tax purposes; or

� a foreign partnership (1) more than 50% of the capital or profits interest of which is owned by United States persons or (2) that is
engaged in a United States trade or business.

Backup withholding is not an additional tax. The amount of any backup withholding imposed on a payment to a holder of the new notes will be
allowed as a refund or a credit against that holder�s United States federal income tax liability if the required information is timely furnished to the
IRS.
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ERISA CONSIDERATIONS

If you intend to use plan assets to exchange for any of the new notes offered by this prospectus, you should consult with counsel on the potential
consequences of your investment under the fiduciary responsibility provisions of the Employee Retirement Income Security Act of 1974, as
amended (�ERISA�), and the prohibited transaction provisions of ERISA. If you intend to use governmental or church plan assets to exchange
for any of the new notes, you should consult with counsel on the potential consequences of your investment under similar provisions applicable
under laws governing governmental and church plans.

The following summary is based on the provisions of ERISA and the Code and related guidance in effect as of the date of this prospectus. This
summary does not attempt to be a complete summary of these considerations. Future legislation, court decisions, administrative regulations or
other guidance may change the requirements summarized in this section. Any of these changes could be made retroactively and could apply to
transactions entered into before the change is enacted.

Fiduciary Responsibilities

ERISA imposes requirements on (1) employee benefit plans subject to ERISA, (2) entities whose underlying assets include employee benefit
plan assets, for example, collective investment funds and insurance company general accounts, and (3) fiduciaries of employee benefit plans.
Under ERISA, fiduciaries generally include persons who exercise discretionary authority or control over plan assets. Before investing any
employee benefit plan assets in any note offered in connection with this prospectus, you should determine whether the investment:

(1) is permitted under the plan document and other instruments governing the plan; and

(2) is appropriate for the plan in view of its overall investment policy and the composition and diversification of its portfolio, taking into
account the limited liquidity of the notes.

You should consider all factors and circumstances of a particular investment in the notes, including, for example, the risk factors discussed in the
section of this prospectus entitled �Risk Factors� and the fact that in the future there may not be a market in which you will be able to sell or
otherwise dispose of your interest in the notes.

We are not making any representation that the sale of any notes to a plan meets the fiduciary requirements for investment by plans generally or
any particular plan or that such an investment is appropriate for plans generally or any particular plan.

Prohibited Transactions

ERISA and the Code prohibit a wide range of transactions involving (1) employee benefit plans and arrangements subject to ERISA and/or the
Code, and (2) persons who have specified relationships to the plans. These persons are called �parties in interest� under ERISA and �disqualified
persons� under the Code. The transactions prohibited by ERISA and the Code are called �prohibited transactions.� If you are a party in interest or
disqualified person who engages in a prohibited transaction, you may be subject to excise taxes and other penalties and liabilities under ERISA
and/or the Code. As a result, if you are considering using plan assets to invest in any of the notes offered for sale in connection with this
prospectus, you should consider whether the investment might be a prohibited transaction under ERISA and/or the Code.

Prohibited transactions may arise, for example, if the notes are acquired by a plan with respect to which we, or any of our affiliates, are a party in
interest or a disqualified person. Exemptions from the prohibited transaction provisions of ERISA and the Code may apply depending in part on
the type of plan fiduciary making the decision to acquire a note and the circumstances under which such decision is made. Some of these
exemptions include:

(1) Prohibited transaction class exemption or �PTCE� exemptions 75-1 (relating to specified transactions involving employee benefit plans
and broker-dealers, reporting dealers and banks).
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(2) PTCE 84-14 (relating to specified transactions directed by independent qualified professional asset managers);

(3) PTCE 90-1 (relating to specified transactions involving insurance company pooled separate accounts);

(4) PTCE 91-38 (relating to specified transactions by bank collective investment funds);

(5) PTCE 95-60 (relating to specified transactions involving insurance company general accounts); and

(6) PTCE 96-23 (relating to specified transactions directed by in-house asset managers).
These exemptions do not, however, provide relief from the self-dealing prohibitions under ERISA and the Code. In addition, there is no
assurance that any of these class exemptions or other exemptions will be available with respect to any particular transaction involving the notes.

Treatment of Notes as Debt Instruments

Some transactions involving our operations could give rise to prohibited transactions under ERISA and the Code if our assets were deemed to be
plan assets. Pursuant to Department of Labor Regulations Section 2510.3-101 (which we refer to as the �plan assets regulations�), in general, when
a plan acquires an �equity interest� in an entity such as Petrohawk Energy Corporation, the plan�s assets include both the equity interest and an
undivided interest in each of the underlying assets of the entity unless exceptions set forth in the plan assets regulations apply.

In general, an �equity interest� is defined under the plan assets regulations as any interest in an entity other than an instrument which is treated as
indebtedness under applicable local law and which has no substantial equity features. Although there is very little published authority concerning
the application of this definition, we believe that the notes should be treated as debt rather than equity interest under the plan assets regulations
because the notes (1) should be treated as indebtedness under applicable local law and debt, rather than equity, for United States tax purposes
and (2) should not be deemed to have any �substantial equity features.� However, no assurance can be given that the notes will be treated as debt
for purposes of ERISA. If the notes were to be treated as an equity interest under the plan assets regulations, the purchase of the notes using plan
assets could cause our assets to become subject to the fiduciary and prohibited transaction provisions of ERISA and the Code unless investment
in the notes by �benefit plan investors� is not �significant,� as determined under the plan assets regulations. Generally speaking, equity participation
by benefit plan investors is significant on any date if, immediately after the most recent acquisition of any equity interest in the entity, 25% or
more of the value of any equity class in the entity is held by benefit plan investors. We cannot assure you that the criteria for this exception will
be satisfied at any particular time and no monitoring or other measures will be taken to determine whether such criteria are met. This means that,
if the notes are treated as equity interests under the plan asset regulations and investment in the notes by benefit plan investors is significant, our
assets could be treated as plan assets subject to ERISA and a non-exempt prohibited transaction could arise in connection with our operating
activities.

Any insurance company proposing to invest assets of its general account in the notes should consider the implications of the United States
Supreme Court�s decision in John Hancock Mutual Life Insurance Co. v. Harris Trust and Savings Bank, 510 U.S. 86, 114 S. Ct. 517 (1993),
which, in some circumstances, treats such general account as including the assets of a plan that owns a policy or other contract with such
insurance company, as well as the effect of Section 401(c) of ERISA, as interpreted by regulations proposed by the Department of Labor.

Government and Church Plans

Governmental plans and some church plans, while not subject to the fiduciary responsibility provisions of ERISA or the prohibited transactions
provisions of ERISA or the Code, may be subject to state or other federal
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laws that are very similar to the provisions of ERISA and the Code. If you are a fiduciary of a governmental or church plan, you should consult
with counsel before purchasing any notes offered for sale in connection with this prospectus.

Foreign Indicia of Ownership

ERISA also prohibits plan fiduciaries from maintaining the indicia of ownership of any plan assets outside the jurisdiction of the United States
district courts except in specified cases. Before investing in any note offered for sale in connection with this prospectus, you should consider
whether the acquisition, holding or disposition of a note would satisfy such indicia of ownership rules.

Representations and Warranties

If you acquire or accept a note offered in connection with this prospectus, you and any subsequent transferee will be deemed to have represented
and warranted that either:

(1) you have not used plan assets to acquire such note;

(2) your acquisition and holding of a note (A) is exempt from the prohibited transaction restrictions of ERISA and the Code under one or
more prohibited transaction class exemptions or does not constitute a prohibited transaction under ERISA and the Code, and
(B) meets the fiduciary requirements of ERISA; or

(3) if you use plan assets to acquire such note and you are not otherwise subject to ERISA, such acquisition is in compliance with the
applicable laws governing such plan.
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PLAN OF DISTRIBUTION

Each broker-dealer that receives new notes for its own account pursuant to the exchange offer must acknowledge that it will deliver a prospectus
in connection with any resale of such new notes. This prospectus, as it may be amended or supplemented from time to time, may be used by a
broker-dealer in connection with resales of new notes received in exchange for old notes where such old notes were acquired as a result of
market-making activities or other trading activities. We have agreed that, for a period of 180 days after the consummation of the exchange offer,
we will make this prospectus, as amended or supplemented, available to any broker-dealer for use in connection with any such resale. In
addition, until January 25, 2011 (90 days after the consummation of the exchange offer), all dealers effecting transactions may be required to
deliver a prospectus.

We will not receive any proceeds from any sale of new notes by broker-dealers. New notes received by broker-dealers for their own account
pursuant to the exchange offer may be sold from time to time in one or more transactions in the over-the-counter market, in negotiated
transactions, through the writing of options on the new notes or a combination of such methods of resale, at market prices prevailing at the time
of resale, at prices related to such prevailing market prices or negotiated prices. Any such resale may be made directly to purchasers or to or
through brokers or dealers who may receive compensation in the form of commissions or concessions from any such broker-dealer or the
purchasers of any such new notes. Any broker-dealer that resells new notes that were received by it for its own account pursuant to the exchange
offer and any broker or dealer that participates in a distribution of such new notes may be deemed to be an �underwriter� within the meaning of the
Securities Act and any profit on any such resale of new notes and any commission or concessions received by any such persons may be deemed
to be underwriting compensation under the Securities Act. The enclosed letter of transmittal states that, by acknowledging that it will deliver and
by delivering a prospectus, a broker-dealer will not be deemed to admit that it is an �underwriter� within the meaning of the Securities Act.

For a period of 180 days after the consummation of the exchange offer, we will promptly send additional copies of this prospectus and any
amendment or supplement to this prospectus to any broker-dealer that requests such documents as provided in the letter of transmittal. We have
agreed to pay all expenses incident to the exchange offer (including the expenses of one counsel for the holders of the notes) other than
commissions or concessions of any brokers or dealers and will indemnify the holders of the old notes (including any broker-dealers) against
certain liabilities, including liabilities under the Securities Act.

Following completion of the exchange offer, we may, in our sole discretion, commence one or more additional exchange offers to holders of old
notes who did not exchange their old notes for new notes in the exchange offer on terms which may differ from those contained in this
prospectus and the enclosed letter of transmittal. This prospectus, as it may be amended or supplemented from time to time, may be used by us
in connection with any additional exchange offers. These additional exchange offers may take place from time to time until all outstanding old
notes have been exchanged for new notes, subject to the terms and conditions in the prospectus and letter of transmittal distributed by us in
connection with these additional exchange offers.

LEGAL MATTERS

The validity of the new notes being offered hereby and certain other legal matters are being passed upon for us by Thompson & Knight LLP,
Houston, Texas.
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EXPERTS

The consolidated financial statements incorporated in this Prospectus by reference from Petrohawk Energy Corporation�s Annual Report on Form
10-K for the year ended December 31, 2009, and the effectiveness of Petrohawk Energy Corporation and subsidiaries� internal control over
financial reporting, have been audited by Deloitte & Touche LLP, an independent registered public accounting firm, as stated in their report
(which report expresses an unqualified opinion on the financial statements and includes an explanatory paragraph referring to the adoption of
Accounting Standards Update No. 2010-3, �Oil and Gas Reserve Estimation and Disclosures�), which is incorporated herein by reference. Such
financial statements have been so incorporated in reliance upon the report of such firm given upon their authority as experts in accounting and
auditing.

The estimated reserve evaluations and related calculations of Netherland, Sewell & Associates, Inc., an independent reserve engineering firm,
included or incorporated by reference in this prospectus have been included or incorporated by reference in reliance on the authority of that firm
as experts in reserve engineering.
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Offer to Exchange up to

$825,000,000 of 7.25% Senior Notes due 2018

that have been Registered under the Securities Act of 1933

for

$825,000,000 of 7.25% Senior Notes due 2018

that have not been Registered under the Securities Act of 1933
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September 29, 2010
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