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PROSPECTUS

Saratoga Resources, Inc.

Offer to Exchange

$127,500,000 of 12.5% Senior Secured Notes due 2016

that have been registered under the Securities Act of 1933

for

$127,500,000 of 12.5% Senior Secured Notes due 2016

that have not been registered under the Securities Act of 1933

Saratoga Resources, Inc. is offering to exchange registered 12.5% Senior Secured Notes due 2016, or the �exchange
notes,� for any and all of its unregistered 12.5% Senior Secured Notes due 2016, or the �outstanding notes,� that were
issued pursuant to a private placement on July 12, 2011. We refer to the outstanding notes and the exchange notes
together in this prospectus as the �notes.� We refer to this exchange as the �exchange offer.� The exchange notes are
substantially identical to the outstanding notes, except the exchange notes are registered under the Securities Act of
1933, as amended (the �Securities Act�), and the transfer restrictions and registration rights, and related additional
interest provisions, applicable to the outstanding notes will not apply to the exchange notes. The exchange notes will
represent the same debt as the outstanding notes and we will issue the exchange notes under the same indenture used
in issuing the outstanding notes.

Terms of the exchange offer:

� The exchange offer expires at 5:00 p.m., New York City time, on November 29, 2011, unless we extend
it.

� The exchange offer is subject to customary conditions, which we may waive.
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� We will exchange all outstanding notes that are validly tendered and not withdrawn prior to the expiration
of the exchange offer for an equal principal amount of exchange notes. All interest due and payable on
the outstanding notes will become due and payable on the same terms under the exchange notes.

� You may withdraw your tender of outstanding notes at any time prior to the expiration of the exchange
offer.

� If you fail to tender your outstanding notes, you will continue to hold unregistered, restricted securities,
and your ability to transfer them could be adversely affected.

� We believe that the exchange of exchange notes for outstanding notes will not be a taxable transaction for
U.S. federal income tax purposes, but you should see the discussion under the caption �Material U.S.
Federal Income and Estate Tax Considerations� for more information.

� We will not receive any proceeds from the exchange offer.
Please read �Risk Factors� beginning on page 7 for a discussion of factors you should consider before deciding
whether to participate in the exchange offer.

Each broker-dealer that receives the exchange notes for its own account pursuant to this exchange offer must
acknowledge by way of the letter of transmittal that it will deliver a prospectus in connection with any resale of the
exchange notes. The letter of transmittal states that by so acknowledging and by delivering a prospectus, such
broker-dealer will not be deemed to admit that it is an �underwriter� within the meaning of the Securities Act. 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 the exchange notes received in exchange for outstanding notes where such outstanding notes were
acquired by such broker-dealer as a result of market-making activities or other trading activities. Until December 3,
2011 all dealers that effect transactions in the exchange notes, whether or not participating in this offering, may be
required to deliver a prospectus. This is in addition to the dealers� obligation to deliver a prospectus when acting as
underwriters with respect to their unsold allotments or subscriptions. We have agreed that, until April 16, 2012, we
will make this prospectus available to any broker-dealer for use in connection with any such resale. See �Plan of
Distribution.�
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Neither the Securities and Exchange Commission (the �SEC�) nor any state securities commission has approved
or disapproved of these securities or passed upon the adequacy or accuracy of this prospectus. Any
representation to the contrary is a criminal offense.

YOU SHOULD READ THIS ENTIRE DOCUMENT AND THE ACCOMPANYING LETTER OF
TRANSMITTAL AND RELATED DOCUMENTS AND ANY AMENDMENTS OR SUPPLEMENTS
CAREFULLY BEFORE MAKING YOUR DECISION TO PARTICIPATE IN THE EXCHANGE OFFER.

The date of this prospectus is October 19, 2011.
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_____________________________________________________________

This prospectus is part of a registration statement we filed with the SEC. In making your decision whether to
participate in this exchange offer, you should rely only on the information contained in or incorporated by reference
into this prospectus and in the letter of transmittal accompanying this prospectus. We have not authorized any other
person to provide you with additional or different information. If you receive any unauthorized information, you must
not rely on it. We are not making an offer to sell these securities in any jurisdiction where the offer is not permitted.
You should not assume that the information contained in this prospectus or in the documents incorporated by
reference into this prospectus is accurate as of any date other than the date on the front cover of this prospectus or the
date of such incorporated documents, as the case may be.

This prospectus incorporates by reference business and financial information about us that is not included in or
delivered with this prospectus. This information is available without charge upon written or oral request directed to:
Saratoga Resources, Inc., Attention: Investor Relations, 7500 San Felipe, Suite 675, Houston, Texas 77063; telephone
number: (713) 458-1560.

_____________________________________________________________

FORWARD-LOOKING STATEMENTS

This prospectus contains ��forward-looking statements�� within the meaning of Section 27A of the Securities Act, and
Section 21E of the Securities Exchange Act of 1934, as amended (the ��Exchange Act��). Forward-looking statements
give our current expectations or forecasts of future events. These statements can be identified by the use of
forward-looking words, including �may,� �expect,� �anticipate,� �plan,� �project,� �believe,� �estimate,� �intend,� �will,� �should� or other
similar words. Forward-looking statements may include statements that relate to, among other things, our:

� forward-looking reserve estimates;
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� financial position;

� business strategy and budgets;

� anticipated capital expenditures;

� drilling of wells;

� oil and natural gas reserves;

� timing and amount of future production of oil and natural gas;

� operating costs and other expenses;

� cash flow and anticipated liquidity;

� prospect development; and

� property acquisitions and sales.

i
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Although we believe the expectations reflected in such forward-looking statements are reasonable, we cannot assure
you that such expectations will occur. These forward-looking statements involve known and unknown risks,
uncertainties and other factors that may cause our actual results, performance or achievements to be materially
different from future results expressed or implied by the forward-looking statements. These factors include among
others:

� general economic conditions;

� our inability to prevent significant net losses;

� recovery of proved undeveloped reserves;

� our ability to generate sufficient cash flow to service our debt obligations;

� our ability to finance capital expenditures;

� price volatility and low and/or declining prices for oil and natural gas;

� regulation of derivatives and our ability to successfully hedge our commodity risk;

� changes in favorable tax legislation;

� operating hazards attendant to the oil and natural gas business, such as natural conditions affecting the
geographic region and mechanical failures;

� uncertainties in the estimation of proved reserves and in the projection of future rates of production;

� ability to find, acquire, market, develop and produce new oil and natural gas properties;

� strength and financial resources of competitors;

� availability and cost of material and equipment;

� our ability to achieve and manage our growth;
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� actions or inactions of third-party operators of our properties;

� down hole drilling and completion risks that are generally not recoverable from third parties or insurance;

� federal and state regulatory developments and approvals;

� environmental risks;

� ability to find and retain skilled personnel;

� work stoppages and other personnel-related issues;

� risks associated with decommissioning wells; and

� our ability to acquire or renew permits and approvals for operations.

Other factors described herein or incorporated by reference, or factors that are unknown or unpredictable, could also
have a material adverse effect on future results. Please read �Risk Factors� beginning on page 7 of this prospectus.

For these and other reasons, actual results may differ materially from those projected or implied. We believe it is
important to communicate our expectations of future performance to our investors. However, events may occur in the
future that we are unable to accurately predict, or over which we have no control. We caution you against putting
undue reliance on forward-looking statements or projecting any future results based on such statements.

All subsequent written and oral forward-looking statements attributable to us or any person acting on our behalf are
expressly qualified in their entirety by the cautionary statements contained or referred to in this section and any other
cautionary statements that may accompany such forward-looking statements. We do not undertake any obligation to
release publicly any revisions to these forward-looking statements to reflect events or circumstances after the date of
this prospectus or to reflect the occurrence of unanticipated events, unless the securities laws require us to do so.

ii
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SUMMARY

This summary highlights selected information about us, but does not contain all the information that may be important
to you. This prospectus includes specific information about the exchange offer and incorporates by reference
information about our business and financial data. You should read this prospectus carefully, including the matters
set forth under the caption �Risk Factors� and the information incorporated by reference in this prospectus before
making a decision whether to participate in the exchange offer.

In this prospectus, except under the caption �Description of the Exchange Notes� and unless the context indicates
otherwise, references to �Saratoga,� the �Company,� �we�, �our� and �us� refer to Saratoga Resources, Inc. and
its subsidiaries. For more information about the industry terms used in this prospectus, please read �Glossary of Oil
and Natural Gas Terms� in our Current Report on Form 8-K filed September 23, 2011.

Our Company

We are an independent oil and natural gas company engaged in the production, development, acquisition and
exploitation of crude oil and natural gas properties. Our properties are located exclusively in the transitional coastline
in protected in-bay environments on parish and state leases in south Louisiana. The properties span 12 fields which are
characterized by over 30 years of development drilling and production history, including Grand Bay field which has
over 70 years of production history and over 250 MMBoe produced to date, yet remains virtually unexplored at depths
greater than 15,000 feet. We believe the quality and location of our properties reduce our development risk and
promote operating efficiencies which help to reduce our lifting costs. Our properties, the majority of which were
acquired in July 2008, cover an estimated 33,625 gross acres (31,125 net) and substantially all are held by production
(��HBP��) without near-term lease expirations. We do not hold, nor do we conduct operations in, any properties in the
Gulf of Mexico that are subject to the oversight of the U.S. Bureau of Ocean Energy Management, Regulation and
Enforcement (��BOEMRE��). Instead, our properties are subject to regulation by the Louisiana Department of Natural
Resources and other state and parish governmental bodies.

Corporate Information

Our principal executive offices are located at 7500 San Felipe, Suite 675, Houston, Texas 77063. We can be reached
at (713) 458-1560, and our website address is www.saratogaresources.com. Information on our website is not part of
this prospectus.
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The Exchange Offer

On July 12, 2011, we completed a private offering of $127.5 million aggregate principal amount of the outstanding
notes. As part of this private offering, we entered into a registration rights agreement with the initial purchaser of the
outstanding notes in which we agreed, among other things, to use our commercially reasonable efforts to complete the
exchange offer no later than 180 days after July 12, 2011. The following is a summary of the exchange offer.

Outstanding Notes On July 12, 2011, we issued $127.5 million aggregate principal amount
of 12.5% Senior Secured Notes due 2016.

Exchange Notes 12.5% Senior Secured Notes due 2016. The terms of the exchange notes
are identical to the terms of the outstanding notes, except that the transfer
restrictions, registration rights and provisions for additional interest
relating to the outstanding notes will not apply to the exchange notes.

Exchange Offer We are offering to exchange up to $127.5 million principal amount of
our 12.5% Senior Secured Notes due 2016 that have been registered
under the Securities Act of 1933, or the Securities Act, for an equal
amount of our outstanding 12.5% Senior Secured Notes due 2016 issued
on July 12, 2011 to satisfy our obligations under the registration rights
agreement that we entered into when we issued the outstanding notes in a
transaction exempt from registration under the Securities Act.

Expiration Date The exchange offer will expire at 5:00 p.m., New York City time,
on November 29, 2011, unless we extend it.

Conditions to the Exchange Offer The registration rights agreement does not require us to accept
outstanding notes for exchange if the exchange offer or the making of
any exchange by a holder of the outstanding notes would violate any
applicable law or SEC policy. There is no condition to the exchange offer
that a minimum aggregate principal amount of outstanding notes be
tendered. Please read �The Exchange Offer � Conditions to the Exchange
Offer� for more information about the conditions to the exchange offer.

Procedures for Tendering Outstanding NotesAll of the outstanding notes are held in book-entry form through the
facilities of The Depository Trust Company, or DTC. To participate in
the exchange offer, you must follow the automatic tender offer program,
or ATOP, procedures established by DTC for tendering notes held in
book-entry form. The ATOP procedures require that the exchange agent
receive, prior to the expiration date of the exchange offer, a
computer-generated message known as an �agent�s message� that is
transmitted through ATOP and that DTC confirm that:
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� DTC has received instructions to exchange your notes; and

� you agree to be bound by the terms of the letter of transmittal in
Annex A hereto.

For more details, please read �The Exchange Offer � Terms of the
Exchange Offer� and �The Exchange Offer � Procedures for Tendering.�

Guaranteed Delivery Procedures None.

Withdrawal of Tenders You may withdraw your tender of outstanding notes at any time prior to
the expiration date. To withdraw, you must submit a notice of withdrawal
to the exchange agent using ATOP procedures before 5:00 p.m., New
York City time, on the expiration date of the exchange offer. Please read
�The Exchange Offer � Withdrawal of Tenders.�

2

Edgar Filing: SARATOGA RESOURCES INC /TX - Form 424B3

12



Acceptance of Outstanding Notes and
Delivery of Exchange Notes

If you fulfill all conditions required for proper acceptance of outstanding
notes, we will accept any and all outstanding notes that you properly
tender in the exchange offer before 5:00 p.m., New York City time, on
the expiration date. We will return to you any outstanding note that we
do not accept for exchange without expense promptly after the expiration
date. We will deliver the exchange notes promptly after the expiration
date. Please read �The Exchange Offer � Terms of the Exchange Offer.�

Use of Proceeds We will not receive any proceeds from the issuance of the exchange
notes. We are making the exchange offer solely to satisfy our obligations
under the registration rights agreement.

Consequences of Failure to Exchange
Outstanding Notes

If you do not exchange your outstanding notes in the exchange offer, you
will no longer be able to require us to register the outstanding notes
under the Securities Act, except in the limited circumstances provided
under our registration rights agreement. In addition, you will not be able
to resell, offer to resell or otherwise transfer the outstanding notes unless
we have registered the outstanding notes under the Securities Act, or
unless you resell, offer to resell or otherwise transfer them under an
exemption from the registration requirements of, or in a transaction not
subject to, the Securities Act.

Material U.S. Federal Income Tax
Considerations

We believe that the exchange of exchange notes for outstanding notes in
the exchange offer will not be a taxable event for U.S. federal income tax
purposes. Please read �Material U.S. Federal Income and Estate Tax
Considerations.�

Exchange Agent We have appointed The Bank of New York Mellon Trust Company, N.A.
as the exchange agent for the exchange offer. You should direct
questions and requests for assistance and requests for additional copies of
this prospectus (including the letter of transmittal) to the exchange agent
addressed as follows:

The Bank of New York Mellon Trust Company, N.A.  as Exchange
Agent
c/o The Bank of New York Mellon Corporation
Corporate Trust Operations � Reorganization Unit
101 Barclay Street, Floor 7 East
New York, NY 10286
Attention:  William Buckley
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Telephone: (212) 815-5788
Facsimile: (212) 298-1915

3
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Terms of the Exchange Notes

The exchange notes will be identical to the outstanding notes, except that the exchange notes will be registered under
the Securities Act and will not have restrictions on transfer, registration rights or provisions for additional interest.
The exchange notes will evidence the same debt as the outstanding notes, and the same indenture will govern the
exchange notes and the outstanding notes. We refer to both the exchange notes and the outstanding notes together as
the �notes.�

The following summary contains basic information about the exchange notes and is not intended to be complete. It
does not contain all the information that may be important to you. For a more complete understanding of the
exchange notes, please read �Description of the Exchange Notes.�

Issuer Saratoga Resources, Inc.

Notes Offered $127,500,000 aggregate principal amount of 12.5% senior secured
notes due 2016.

Maturity Date July 1, 2016.

Interest Rate The exchange notes will bear interest at a rate of 12.5% per year.

Interest Payment Dates January 1 and July 1 of each year to holders of record as of the
preceding December 15 and June 15, respectively. The initial interest
payment on the exchange notes will include all accrued and unpaid
interest on the outstanding notes exchanged therefor. See �Description of
the Exchange Notes � Principal, Maturity and Interest.�

Guarantees The exchange notes will be fully and unconditionally guaranteed,
jointly and severally, on a senior secured basis by each of our existing
and future domestic subsidiaries, which we refer to in this prospectus as
the �guarantors.�

Security Interest The notes and the guarantees will be secured by liens on substantially
all of our and the guarantors� assets, subject to certain exceptions and
permitted liens. Pursuant to the terms of an intercreditor agreement that
we anticipate entering into concurrently with or shortly after the closing
of the notes offered hereby, we expect the liens on the collateral
securing the notes and the guarantees will be contractually subordinated
to the liens on the collateral securing our new revolving credit facility
and certain other permitted indebtedness. Under the terms of the
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intercreditor agreement, in the event of a foreclosure on the collateral or
of insolvency proceedings, we expect that the holders of the notes will
receive proceeds from the collateral only after obligations under our
new revolving credit facility and certain other permitted indebtedness
have been paid in full. See �Description of the Exchange Notes�Security.�

Intercreditor Agreement Concurrently with or shortly after the closing of this offering, we expect
the administrative agent and the collateral agent under our new
revolving credit facility, on behalf of the secured parties thereunder and
our hedging counterparty, and the collateral agent for the notes offered
hereby, on behalf of the secured parties under the indenture governing
the notes offered hereby, to enter into an intercreditor agreement, which
will, among other things, define the relative priorities of their respective
security interests in the assets securing the notes and certain other
matters relating to the administration of security interests, exercise of
remedies, certain bankruptcy-related provisions and other intercreditor
matters. We expect the intercreditor agreement to also provide that in
the event of a foreclosure on the collateral or of insolvency proceedings,
the holders of the notes and any other pari passu indebtedness will
receive proceeds from the collateral only after obligations under our
new revolving credit facility and certain other permitted indebtedness
have been paid in full. See �Description of the Exchange
Notes�Intercreditor Agreement.�

4

Ranking The exchange notes will be our and the guarantors� senior secured
obligations. The exchange notes will:

�rank equal in right of payment with all of our and the guarantors�
existing and future senior indebtedness;

�rank senior in right of payment to all of our and the guarantors�
existing and future subordinated indebtedness;

�be effectively senior to all of our and the guarantors� existing and
future unsecured indebtedness to the extent of the value of the
collateral securing such indebtedness;
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�be effectively subordinated to our and the guarantors� obligations
under our new revolving credit facility and any other future pari
passu lien obligations to the extent of the value of the collateral
securing such indebtedness; and

�be structurally junior to all existing and future indebtedness and other
liabilities of each of our non-guarantor subsidiaries, if any.

Redemption of the Notes at Our Option On or after January 1, 2014, we may redeem some or all of the notes at
a premium that will decrease over time as set forth in �Description of
Notes�Optional Redemption,� plus accrued and unpaid interest, if any, to
the date of redemption.

Prior to January 1, 2014, we may, at our option, redeem up to 35% of
the aggregate principal amount of the notes using the net proceeds of
certain equity offerings at a price equal to 112.500% of the principal
amount thereof, plus accrued and unpaid interest, if any, to the date of
redemption; provided that, following any and all such redemptions, at
least 65% of the aggregate principal amount of the notes originally
issued under the indenture remains outstanding and the redemption
occurs within 60 days of the closing of such equity offering. In addition,
at any time prior to January 1, 2014, we may, at our option, redeem all
or a part of the notes, upon not less than 30 nor more than 60 days�
notice, at a redemption price equal to 100% of the principal amount of
the notes redeemed plus a specified make-whole premium, plus accrued
and unpaid interest, if any, to the applicable date of redemption.

In addition, during each twelve-month period commencing on the issue
date and ending on or prior to January 1, 2014, we may redeem up to
10% of the aggregate principal amount of the notes at a redemption
price equal to 106.250% of the principal amount thereof, plus accrued
and unpaid interest to the redemption date. See �Description of the
Exchange Notes�Optional Redemption.�

Change of Control If we experience certain kinds of changes of control (as defined in the
indenture governing the notes), the holders of the notes will have the
right to require us to purchase all or a portion of their notes at an offer
price in cash equal to 101% of the aggregate principal amount thereof,
plus accrued and unpaid interest, if any, to the date of purchase.  See
�Description of the Exchange Notes � Repurchase at the Option of
Holders � Change of Control.�

Asset Sale Upon certain asset sales, we may be required to offer to use the net
proceeds of an asset sale to purchase the notes at 100% of the aggregate
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principal amount thereof, plus accrued and unpaid interest, if any, to the
date of purchase.  See �Description of the Exchange Notes � Repurchase
at the Option of Holders � Asset Sale.�

5
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Certain Covenants The indenture governing the exchange notes contains covenants that,
among other things, limit our ability and the ability of our restricted
subsidiaries to:

�transfer or sell assets or use asset sale proceeds;

�pay dividends or make distributions, redeem subordinated debt or
make other restricted payments;

�make certain investments;

�incur or guarantee additional debt or issue preferred equity securities;

�issue or sell capital stock of certain subsidiaries;

�create or incur certain liens on our assets;

�incur dividend or other payment restrictions affecting our restricted
subsidiaries;

�merge, consolidate or transfer all or substantially all of our assets;

�enter into certain transactions with affiliates;

�engage in a business other than a business that is the same or similar
to our current business and reasonably related businesses; and

�take or omit to take any actions that would adversely affect or impair
in any material respect the collateral securing the notes.

These covenants are subject to a number of important exceptions and
limitations and are described in more detail under �Description of the
Exchange Notes � Certain Covenants.�
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Absence of a Public Market for the Notes The exchange notes generally will be freely transferable, but will also
be new securities for which there will not initially be a market. We do
not intend to make a trading market in the exchange notes after the
exchange offer. Accordingly, a market for the exchange notes may not
develop, or if one does develop, it may not provide adequate liquidity.

Global Notes The exchange notes will be evidenced by one or more global notes
deposited with the trustee as custodian for DTC. These global notes will
be registered in the name of Cede & Co., as DTC�s nominee.

Risk Factors You should consider carefully all of the information set forth in this
prospectus and incorporated by reference and, in particular, you should
evaluate the risks described under �Risk Factors� in this prospectus and in
our filings with the SEC before making a decision whether to
participate in the exchange offer.

No Listing of the Notes We do not intend to apply to list the notes on any securities exchange.

Trustee and Exchange Agent The Bank of New York Mellon Trust Company, N.A.

6
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RISK FACTORS

You should consider carefully the risks discussed below as well as those described in our Annual Report on Form
10-K for the year ended December 31, 2010 and in our other filings with the SEC before making a decision whether to
participate in the exchange offer. Additional risks and uncertainties described elsewhere in this prospectus or in the
documents incorporated by reference in this prospectus may also adversely affect our business, operating results,
financial condition and prospects, as well as the value of the exchange notes.

If any of the following risks actually were to occur, our business, financial condition, results of operations or cash
flow could be affected materially and adversely. In that case, you could lose all or part of your investment in or fail to
achieve the expected return on the notes.

Risks Related to the Exchange Offer

If you fail to exchange outstanding notes, existing transfer restrictions will remain in effect and the market value
of outstanding notes may be adversely affected because they may be more difficult to sell.

If you fail to exchange outstanding notes for exchange notes under the exchange offer, you will continue to be subject
to the existing transfer restrictions on your outstanding notes. In general, the outstanding notes may not be offered or
sold unless they are registered or exempt from registration under the Securities Act and applicable state securities
laws. Except in connection with this exchange offer or as required by the registration rights agreement, we do not
intend to register resales of the outstanding notes.

Any tenders of outstanding notes under the exchange offer will reduce the principal amount of the currently
outstanding notes. Due to the corresponding reduction in liquidity, this may have an adverse effect upon, and increase
the volatility of, the market price of any currently outstanding notes that you continue to hold following completion of
the exchange offer.

Risks Related to the Notes

The forward-looking production estimates presented in this prospectus will differ from our actual results.
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The forward-looking production estimates we have included in this prospectus are based upon a number of
assumptions and on information that we believe are reliable as of today. However, these forward-looking production
estimates and assumptions are inherently subject to significant business and economic uncertainties, many of which
are beyond our control. These forward-looking production estimates are necessarily speculative in nature, and you
should expect that some or all of the assumptions will not materialize. Actual results will vary from the
forward-looking production estimates and the variations will likely be material and are likely to increase over time.
Consequently, the inclusion of these forward-looking production estimates in this prospectus should not be regarded
as a representation by us or any other person that the forward-looking production estimates will actually be achieved.
Moreover, we do not intend to update or otherwise revise these forward-looking production estimates to reflect events
or circumstances after the date of this prospectus to reflect the occurrence of unanticipated events. You are cautioned
not to place undue reliance on the forward-looking production estimates.

Our forward-looking production estimates were not prepared with a view toward compliance with published
guidelines of the SEC, the American Institute of Certified Public Accountants, the Society of Petroleum Engineers, the
World Petroleum Congress or any other regulatory or professional body or generally accepted accounting principles.
No independent accountants or independent petroleum engineers compiled or examined the forward-looking
production estimates, and accordingly no independent accountant or independent petroleum engineer has expressed an
opinion or any other form of assurances with respect thereto or has assumed any responsibility for the forward-looking
production estimates. Further, our independent petroleum engineers made different assumptions when calculating our
respective proved reserve estimates. As a result, our forward-looking production estimates may not accurately portray
our proved reserves in the future.

Our leverage and debt service obligations may adversely affect our cash flow and our ability to make payments on
the notes.

We have a substantial amount of debt currently outstanding. As of June 30, 2011, on an as adjusted basis after giving
effect to the issuance of the outstanding notes and related transactions that occurred at or about the time of the
issuance of the outstanding notes, we would have had approximately $133.5 million of debt outstanding. In addition,
we are undertaking efforts to establish a new revolving credit facility with the expectation of having unused available
credit of approximately $35 million.

7
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Our substantial level of indebtedness could have important consequences to you, including the following:

� it may make it difficult for us to satisfy our obligations under the notes, our other indebtedness and
contractual and commercial commitments;

� we must use a substantial portion of our cash flow from operations to pay interest on the notes and our other
indebtedness, which will reduce the funds available to us for other purposes;

� our ability to obtain additional debt financing in the future for working capital, capital expenditures,
acquisitions or general corporate purposes may be limited;

� our flexibility in reacting to changes in the industry may be limited and we could be more vulnerable to
adverse changes in our business or economic conditions in general; and

� we may be at a competitive disadvantage to those of our competitors who operate on a less leveraged basis.

Furthermore, we expect all of our borrowings under our new revolving credit facility to bear interest at variable rates.
If these rates were to increase significantly, our ability to borrow additional funds may be reduced, our interest
expense would significantly increase and the risks related to our substantial indebtedness would intensify.

Although we have commenced negotiations with a senior lender for our new revolving credit facility and expect to
enter into such new revolving credit facility shortly, a revolving credit facility has not yet been established. The lack
of a revolving credit facility or other working capital facility may substantially limit our liquidity. We may not have
sufficient revenue or cash on hand to maintain current operations or respond to changing business conditions. There
can be no assurance that we will be successful in establishing a new revolving credit facility or that the terms will be
commercially reasonable or customary.

Despite current indebtedness levels, we may still be able to incur substantially more debt, which would increase the
risks associated with our substantial leverage.

Even with our existing debt levels, we and our subsidiaries may be able to incur substantial additional indebtedness in
the future. Although the indenture governing the notes includes, and the documentation governing our new revolving
credit facility is expected to include, restrictions on the incurrence of additional indebtedness, these restrictions are
subject to a number of significant qualifications and exceptions and, under certain circumstances, the amount of
indebtedness that could be incurred in compliance with these restrictions could be substantial. If we incur additional
indebtedness, the related risks that we now face would intensify and could further exacerbate the risks associated with
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our substantial leverage.

We may not be able to generate sufficient cash flow to meet our debt service and other obligations, including the
notes, due to events beyond our control.

Our ability to generate cash flows from operations and to make scheduled payments on or refinance our indebtedness,
including the notes, and to fund working capital needs and planned capital expenditures will depend on our future
financial performance and our ability to generate cash in the future. Our future financial performance will be affected
by a range of economic, financial, competitive, business and other factors that we cannot control, such as general
economic and financial conditions in the oil and gas industry, the economy generally or other risks summarized here.
A significant reduction in operating cash flows resulting from adverse changes in the oil and gas industry or general
economic conditions, increased competition or other events beyond our control could increase the need for additional
or alternative sources of liquidity and could have a material adverse effect on our business, financial condition, results
of operations, prospects and our ability to service our debt and other obligations, including the notes. If we are unable
to service our indebtedness or to fund our other liquidity needs, we may be forced to adopt an alternative strategy that
may include actions such as reducing or delaying capital expenditures, selling assets, restructuring or refinancing our
indebtedness, seeking additional capital, or any combination of the foregoing. If we raise additional debt, it would
increase our interest expense, leverage and our operating and financial costs. We cannot assure you that any of these
alternative strategies could be effected on satisfactory terms, if at all, or that they would yield sufficient funds to make
required payments on the notes and any other indebtedness or to fund our other liquidity needs. Reducing or delaying
capital expenditures or selling assets could delay future cash flows. In addition, the terms of existing or future debt
agreements, including the indenture governing the notes and the agreement governing our new revolving credit
facility, may restrict us from adopting any of these alternatives. We cannot assure you that our business will generate
sufficient cash flows from operations or that future borrowings will be available in an amount sufficient to enable us
to pay our indebtedness, including these notes, or to fund our other liquidity needs.

8
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The failure to generate sufficient cash flows or to effect any of these alternatives could significantly adversely affect
the value of the notes and our ability to pay amounts due under the notes. If for any reason we are unable to meet our
debt service and repayment obligations, including under the notes and under our new revolving credit facility, we
would be in default under the terms of the agreements governing our indebtedness, which would allow our creditors at
that time to declare all outstanding indebtedness to be due and payable. This would likely in turn trigger
cross-acceleration or cross-default rights between our applicable debt agreements. Under these circumstances, our
lenders could compel us to apply all of our available cash to repay our borrowings or they could prevent us from
making payments on the notes. In addition, these lenders could then seek to foreclose on our assets that are their
collateral. If the amounts outstanding under our indebtedness, including under the notes or under our new revolving
credit facility, were to be accelerated, or were the subject of foreclosure actions, we cannot assure you that our assets
would be sufficient to repay in full the money owed to our debt holders, including you as a noteholder.

In particular, we note that the severe downturn in the global and U.S. economy in late 2008 and continuing into 2009,
and the accompanying sharp drop in oil and natural gas prices, were principal factors that led to the issuance of letters
from our then term and revolver lenders alleging certain covenant defaults under our previous credit facilities and our
ultimate filing of petitions for protection under Chapter 11. While we have since emerged from bankruptcy,
renegotiated certain debt obligations, secured additional equity financing and taken steps to improve overall
profitability, there is no assurance that future downturns in the broader economy or declines in oil and natural gas
prices will not result in similar circumstances that led to our 2009 Chapter 11 filings.

We have a holding company structure in which our subsidiaries conduct our operations and own our operating
assets.

We are a holding company and our subsidiaries conduct all of our operations and own all of our operating assets. We
have no significant assets other than the limited liability company interests and other equity interests in our
subsidiaries. As a result, our ability to make required payments on the notes will depend on the performance of our
subsidiaries and their ability to distribute funds to us. The ability of our subsidiaries to make distributions to us may be
restricted by, among other things, applicable state laws and other laws and regulations. If we are unable to obtain the
funds necessary to pay the principal amount of the notes, or to repurchase the notes upon the occurrence of a change
of control, or if our subsidiaries are unable to satisfy their obligations as guarantors of the notes, we may be required
to adopt one or more alternatives, such as a refinancing of the notes. We cannot assure you that we would be able to
refinance the notes.

The indenture governing the notes imposes, and we expect that the agreement governing our new revolving credit
facility will impose, significant operating and financial restrictions, which may prevent us from pursuing certain
business opportunities and restrict our ability to operate our business.

The indenture governing the notes contains, and we expect that the documentation governing our new revolving credit
facility will contain, customary restrictions on our activities, including covenants that limit our and our restricted
subsidiaries� ability to:
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� transfer or sell assets or use asset sale proceeds;

� incur or guarantee additional indebtedness or issue preferred equity securities;

� pay dividends, redeem subordinated indebtedness or make other restricted payments;

� make certain investments;

� create or incur certain liens on our assets;

� incur dividend or other payment restrictions affecting our restricted subsidiaries;

� enter into certain transactions with affiliates;

� merge, consolidate or transfer all or substantially all of our assets;  

� engage in a business other than a business that is the same or similar to our current business and reasonably
related businesses; and

� take or omit to take any actions that would adversely affect or impair in any material respect the collateral
securing the notes.

In addition, we expect that our new revolving credit facility will require us to meet certain financial ratios, which may
include fixed charge coverage, total leverage or other similar such ratios.

9
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The restrictions in the indenture governing the notes and in the agreement governing our new revolving credit facility
may prevent us from taking actions that we believe would be in the best interest of our business, and may make it
difficult for us to successfully execute our business strategy or effectively compete with companies that are not
similarly restricted. We also may incur future debt obligations that might subject us to additional restrictive covenants
that could affect our financial and operational flexibility. We cannot assure you that we will be granted waivers or
amendments to these agreements if for any reason we are unable to comply with these agreements, or that we will be
able to refinance our debt on terms acceptable to us, or at all. The breach of any of these covenants and restrictions
could result in a default under the indenture governing the notes or under the agreement governing our new revolving
credit facility. An event of default under our new revolving credit facility could permit some of our lenders to declare
all amounts borrowed from them to be due and payable.

Our ability to repurchase the notes with cash upon a change of control or upon an offer to repurchase the notes in
the case of an asset sale, as required by the indenture, may be limited.

Upon the occurrence of a change of control, as defined in the indenture governing the notes, we will be required to
offer to repurchase all of the outstanding notes at 101% of the aggregate principal amount of the notes repurchased,
plus accrued and unpaid interest to the date of repurchase. See �Description of the Exchange Notes�Repurchase at the
Option of Holders�Change of Control.�  In addition, upon the occurrence of certain asset sales, as defined in the
indenture governing the notes, we will be required to offer to repurchase all of the outstanding notes at 100% of the
aggregate principal amount of the notes repurchased, plus accrued and unpaid interest to the date of repurchase. See
�Description of the Exchange Notes�Repurchase at the Option of Holders�Asset Sales.�

However, it is possible that we will not have sufficient funds at the time of the change of control or upon an asset sale
to make the required repurchase of notes, or that restrictions in the agreement governing our new revolving credit
facility will not allow such repurchases. Our failure to purchase tendered notes would constitute an event of default
under the indenture governing the notes, which, in turn, would likely constitute a default under the agreement
governing our new revolving credit facility. In that event, we would need to cure or refinance our new revolving credit
facility before making an offer to purchase.

Moreover, the agreement governing our new revolving credit facility and the agreements governing any future
indebtedness we incur may restrict our ability to repurchase the notes, including following a change of control event
or upon an asset sale, as required by the indenture. As a result, following such an event, we would not be able to
repurchase notes unless we first repay all such indebtedness or obtain a waiver from the holders of such indebtedness
to permit us to repurchase the notes. We may be unable to repay all of that indebtedness or obtain a waiver of that
type. Any requirement to offer to repurchase outstanding notes may therefore require us to refinance any other
outstanding debt, which we may not be able to do on commercially reasonable terms, if at all. These repurchase
requirements may also delay or make it more difficult for others to obtain control of us.

In addition, certain important corporate events, such as takeovers, recapitalizations, restructurings, mergers or similar
transactions, may not constitute a change of control under the indenture governing the notes and, therefore, would not
permit the holders of the notes to require us to repurchase the notes. See �Description of the Exchange
Notes�Repurchase at the Option of Holders�Change of Control.�

In addition, the definition of change of control includes a phrase relating to the sale or other transfer of �all or
substantially all� of the properties or assets of the company and its subsidiaries, taken as a whole. There is no precise
definition of the phrase under applicable law. Accordingly, in certain circumstances there may be a degree of
uncertainty in ascertaining whether a particular transaction would involve a disposition of �all or substantially all� of the
assets of the company, and, therefore, it may be unclear as to whether a change of control has occurred and whether
the holders of the notes have the right to require us to repurchase such notes.
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The notes are secured only to the extent of the value of the assets that have been granted as security for the notes
and in the event that the security is enforced against the collateral, the holders of the notes will receive proceeds
from the collateral only after obligations under our new revolving credit facility and certain other permitted
indebtedness have been paid in full.

If we default on the notes, the holders of the notes will be secured only to the extent of the value of the assets
underlying their security interest. Furthermore, upon enforcement against any collateral or insolvency, under the terms
of the intercreditor agreement that we anticipate entering into, proceeds of such enforcement will first be used to pay
obligations outstanding under our new revolving credit facility in full (including post-petition interest, whether or not
allowable in any bankruptcy case) and certain other permitted indebtedness prior to paying the notes. See ��The rights of
holders of notes in the collateral may be adversely affected by the intercreditor agreement.�

10
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The value of the noteholders� security interest in the collateral may not be sufficient to satisfy all our obligations
under the notes.

The notes and the guarantees of the notes are secured on a senior secured basis by a lien on the assets that secure our
obligations under our new revolving credit facility, including accounts, chattel paper, instruments, letter of credit
rights, documents, equipment, general intangibles, inventory, cash and deposit accounts, investment property, owned
real property and proceeds of the foregoing, in each case, subject to certain permitted liens and certain excluded
assets. See �Description of the Exchange Notes�Security.�

If we default on the notes, the holders of the notes will be secured only to the extent of the value of the assets
underlying their security interest. Furthermore, upon enforcement against any collateral or insolvency, under the terms
of the intercreditor agreement that we anticipate entering into, proceeds of such enforcement will be used first to pay
obligations outstanding under our new revolving credit facility in full (including post-petition interest, whether or not
allowable in any bankruptcy case) and certain other permitted indebtedness and then to pay the notes. To prevent
foreclosure, we may be motivated to commence voluntary bankruptcy proceedings, or the holders of the notes and/or
various other interested persons may be motivated to institute bankruptcy proceedings against us. The commencement
of such bankruptcy proceedings would expose the holders of the notes to additional risks, including additional
restrictions on exercising rights against collateral. See ��Rights of holders of notes in the collateral may be adversely
affected by bankruptcy proceedings.�

Our new revolving credit facility and the indenture governing the notes will allow us to incur additional obligations
secured by liens in amounts that may be significant. Any additional indebtedness or obligations secured by a lien on
the collateral securing the notes could adversely affect the relative position of the holders of the notes with respect to
the collateral securing the notes.

The collateral may be subject to exceptions, defects, encumbrances, liens and other imperfections. Further, the value
of the collateral at any time will depend on market and other economic conditions, including the availability of
suitable buyers for the collateral. By its nature, some or all of the collateral may be illiquid and may have no readily
ascertainable market value. The value of the assets pledged as collateral for the notes could be impaired in the future
as a result of changing trends in the energy markets, economic conditions, our failure to implement our business
strategy, competition or other future trends. In the event of a foreclosure, liquidation, bankruptcy or similar
proceeding, no assurance can be given that the proceeds from any sale or liquidation of the collateral securing our
obligations under our new revolving credit facility will be sufficient to pay our obligations under the notes, in full or at
all, after first satisfying our obligations in full under our new revolving credit facility and certain other permitted
indebtedness. There also can be no assurance that the collateral will be saleable, and, even if saleable, the timing of its
liquidation would be uncertain.

In addition, we may not have liens perfected on all of the collateral securing the notes or, in some cases, such liens
may not be perfected at all. To the extent certain security interests have not been previously granted, filed and/or
perfected, a covenant in the indenture governing the notes requires us to do or cause to be done all things that may be
required under applicable law, or that the trustee under the indenture governing the notes from time to time may
reasonably request, to grant, preserve, protect and perfect the validity and priority of the security interest in the
collateral. We cannot assure you that we will be able to perfect the security interests on a timely basis, and our failure
to do so may result in a default under the indenture, our new revolving credit facility and the security documents.

Accordingly, there may not be sufficient collateral to pay all or any of the amounts due on the notes. Any claim for the
difference between the amount, if any, realized by holders of the notes from the sale of the collateral securing the
notes and the obligations under the notes will rank equally in right of payment with all of our other unsecured
unsubordinated indebtedness and other obligations, including trade payables.
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With respect to some of the collateral, the trustee�s security interest and ability to foreclose will also be limited by the
need to meet certain requirements, such as obtaining third-party consents and making additional filings. If we are
unable to obtain these consents or make these filings, the security interests may be invalid and the holders will not be
entitled to the collateral or any recovery with respect thereto. We cannot assure you that any such required consents
can be obtained on a timely basis or at all. These requirements may limit the number of potential bidders for certain
collateral in any foreclosure and may delay any sale, either of which events may have an adverse effect on the sale
price of the collateral. Therefore, the practical value of realizing on the collateral may, without the appropriate
consents and filings, be limited.
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The collateral is subject to casualty risks.

We will be obligated under the indenture and collateral arrangements governing the notes to maintain adequate
insurance or otherwise insure against hazards as is typically done by corporations having assets of a similar nature in
the same or similar localities. There are, however, certain losses that may be either uninsurable or not economically
insurable, in whole or in part. As a result, it is possible that the insurance proceeds will not compensate us fully for our
losses. If there is a total or partial loss of any of the pledged collateral, we cannot assure you that any insurance
proceeds received by us will be sufficient to satisfy all of our secured obligations, including the notes.

The security interest in after-acquired property may not be perfected promptly or at all.

Applicable law requires that security interests in certain property acquired after the grant of a general security interest
can only be perfected at the time such property and rights are acquired and identified. There can be no assurance that
the trustee or the collateral agent will monitor, or that we will inform such trustee or collateral agent of, the future
acquisition of property and rights that constitute collateral, and that the necessary action will be taken to properly
perfect the security interest in such after-acquired collateral. Neither the trustee nor the collateral agent has an
obligation to monitor the acquisition of additional property or rights that constitute collateral or the perfection of any
security interest. Such failure may result in the loss of the security interest in certain of the after-acquired collateral or
the priority of the security interest in favor of the notes against third parties.

There are circumstances other than repayment or discharge of the notes under which the collateral securing the
notes and guarantees will be released automatically, without holders� consent or the consent of the trustee under
the indenture governing the notes.

Under various circumstances, all or a portion of the collateral securing the notes and the guarantees may be released
automatically, including:

� a sale, transfer or other disposal of such collateral in a transaction not prohibited under the indenture
governing the notes or the documentation governing our new revolving credit facility, including the sale of
any entity in its entirety that owns or holds such collateral;

� to the extent required in accordance with the intercreditor agreement that we expect to enter into;

� to the extent we have defeased or satisfied and discharged the indenture governing the notes; and

� with respect to collateral held by a guarantor, upon the release of such guarantor from its guarantee.
In addition, a guarantee will be automatically released in connection with a sale of such guarantor in a transaction not
prohibited under the indenture governing the notes.

Certain assets will be excluded from the collateral.

Certain assets are excluded from the collateral securing the notes, as described in �Description of the Exchange
Notes�Security,� including the following:
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� any capital stock of any foreign subsidiaries of the guarantors in excess of 65% of the capital stock of such
foreign subsidiaries;

� items as to which a security interest cannot be granted without violating contract rights or applicable law;

� assets securing purchase money debt or capitalized lease obligations permitted to be incurred under the
indenture to the extent the documentation relating to such purchase money debt or capitalized lease
obligations prohibits such assets from being collateral; and

� certain other exceptions described in the security documents governing the notes.
If an event of default occurs and the notes are accelerated, the notes will rank equally with the holders of all of our
other unsubordinated and unsecured indebtedness and other liabilities with respect to such excluded assets. As a
result, if the value of the security interest for the notes and the guarantees is less than the value of the claims of the
holders of the notes, no assurance can be provided that the holders of the notes would receive any substantial recovery
from the excluded assets.

The rights of holders of notes in the collateral may be adversely affected by the intercreditor agreement.

Under the terms of the intercreditor agreement that we expect to enter into, we expect that the liens securing the
obligations under our new revolving credit facility and certain other permitted indebtedness on assets of ours or the
guarantors will generally
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rank equally with the liens on such assets securing ours and the guarantors� obligations under the notes and the
guarantees. However, we expect the intercreditor agreement to provide that the obligations under our new revolving
credit facility (including post-petition interest, whether or not allowable in any bankruptcy case) and certain other
permitted indebtedness will be paid prior to the obligations under the notes and guarantees in the event of any
foreclosure or bankruptcy event. Additionally, we expect that the intercreditor agreement will generally permit each of
the notes trustee, the collateral agent for the lenders under our new revolving credit facility and the collateral agent for
any other holders of pari passu lien indebtedness to independently enforce their liens on the collateral (provided that
distributions received on enforcement are applied as provided in the intercreditor agreement). Moreover, there can be
no assurance that the terms of the intercreditor agreement as agreed to will be as favorable to holders of the notes as
the descriptions thereof in �Description of the Exchange Notes�Intercreditor Agreement� or that the terms will be
commercially reasonable or customary. It is possible that disputes may occur between the holders of the notes and
lenders under our new revolving credit facility or other secured parties as to the appropriate manner of pursuing
enforcement remedies with respect to the collateral which may delay enforcement of the collateral, result in litigation
and/or result in enforcement actions against the collateral that are not approved by the holders of the notes. See
�Description of the Exchange Notes�Security� and �Description of the Exchange Notes�Intercreditor Agreement.�

Rights of holders of notes in the collateral may be adversely affected by bankruptcy proceedings.

The right of the collateral agent for the notes to repossess and dispose of the collateral securing the notes upon
acceleration is likely to be significantly impaired by federal bankruptcy law if bankruptcy proceedings are commenced
by or against us prior to or possibly even after the collateral agent has repossessed and disposed of the collateral.
Under the U.S. Bankruptcy Code, a secured creditor, such as the collateral agent for the notes, is prohibited from
repossessing its security from a debtor in a bankruptcy case, or from disposing of security repossessed from a debtor,
without bankruptcy court approval. Moreover, bankruptcy law permits the debtor to continue to retain and to use
collateral, and the proceeds, products, rents, or profits of the collateral, even though the debtor is in default under the
applicable debt instruments, provided that the secured creditor is given �adequate protection.� The meaning of the term
�adequate protection� may vary according to circumstances, but it is intended in general to protect the value of the
secured creditor�s interest in the collateral and may include cash payments or the granting of additional security, if and
at such time as the court in its discretion determines, for any diminution in the value of the collateral as a result of the
stay of repossession or disposition or any use of the collateral by the debtor during the pendency of the bankruptcy
case. In view of the broad discretionary powers of a bankruptcy court, it is impossible to predict how long payments
under the notes could be delayed following commencement of a bankruptcy case, whether or when the collateral agent
would repossess or dispose of the collateral, or whether or to what extent holders of the notes would be compensated
for any delay in payment of loss of value of the collateral through the requirements of �adequate protection.�
Furthermore, in the event the bankruptcy court determines that the value of the collateral is not sufficient to repay all
amounts due on the notes, the holders of the notes would have �undersecured claims� as to the difference. Federal
bankruptcy laws do not permit the payment or accrual of interest, costs, and attorneys� fees for �undersecured claims�
during the debtor�s bankruptcy case. Additionally, the trustee�s ability to foreclose on the collateral on your behalf may
be subject to the consent of third parties, prior liens and practical problems associated with the realization of the
trustee�s security interest in the collateral. Moreover, the debtor or trustee in a bankruptcy case may seek to avoid an
alleged security interest in collateral for the benefit of the bankruptcy estate. It may successfully do so if the security
interest is not properly perfected or was perfected within a specified period of time (generally 90 days) prior to the
initiation of such proceeding. Under such circumstances, a creditor may hold no security interest and be treated as
holding a general unsecured claim in the bankruptcy case. It is impossible to predict what recovery (if any) would be
available for such an unsecured claim if we became a debtor in a bankruptcy case. While U.S. bankruptcy law
generally invalidates provisions restricting a debtor�s ability to assume and/or assign a contract, there are exceptions to
this rule which could be applicable in the event that we become subject to a U.S. bankruptcy proceeding.

Any future pledge of collateral may be avoidable in bankruptcy.
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Any future pledge of collateral in favor of the trustee or collateral agent for the notes, including pursuant to security
documents delivered after the date of the indenture governing the notes, may be avoidable in bankruptcy if certain
events or circumstances exist or occur, including, among others, if:

� the pledgor is insolvent at the time of the pledge, the pledge permits the holder of the notes to receive a
greater recovery than if the pledge had not been given; and

� a bankruptcy proceeding in respect of the pledgor is commenced within 90 days following the pledge, or, in
certain circumstances, a longer period.

Federal, state and foreign fraudulent transfer laws may permit a court to avoid the notes and the guarantees,
subordinate claims in respect of the notes and the guarantees and require noteholders to return payments received.
If this occurs, noteholders may not receive any payments on the notes.

Federal, state and foreign fraudulent transfer and conveyance statutes may apply to the issuance of the notes and the
incurrence of any guarantees. Under federal bankruptcy law and comparable provisions of state fraudulent transfer or
conveyance laws, which may vary from state to state and be different from other applicable foreign jurisdictions, the
notes or guarantees could be avoided as a fraudulent transfer or conveyance if (1) we or any of the guarantors, as
applicable, issued the notes or incurred the guarantees with the intent of hindering, delaying or defrauding creditors or
(2) we or any of the guarantors, as applicable, received less than reasonably equivalent value or fair consideration in
return for either issuing the notes or incurring the guarantees and, in the case of (2) only, one of the following is also
true at the time thereof:

� we or any of the guarantors, as applicable, were insolvent or rendered insolvent by reason of the issuance of
the notes or the incurrence of the guarantees;

� the issuance of the notes or the incurrence of the guarantees left us or any of the guarantors, as
applicable, with an unreasonably small amount of capital to carry on the business;

� we or any of the guarantors intended to, or believed that we or such guarantor would, incur debts beyond our
or such guarantor�s ability to pay such debts as they mature; or

� we or any of the guarantors was a defendant in an action for money damages, or had a judgment for money
damages docketed against us or such guarantor if, in either case, after final judgment, the judgment is
unsatisfied.

A court would likely find that we or a guarantor did not receive reasonably equivalent value or fair consideration for
the notes or such guarantee if we or such guarantor did not substantially benefit directly or indirectly from the
issuance of the notes or the applicable guarantee. As a general matter, value is given for a transfer or an obligation if,
in exchange for the transfer or obligation, property is transferred or an antecedent debt is secured or satisfied. A debtor
will generally not be considered to have received value in connection with a debt offering if the debtor uses the
proceeds of that offering to make a dividend payment or otherwise retire or redeem equity securities issued by the
debtor.
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We cannot be certain as to the standards a court would use to determine whether or not we or the guarantors were
solvent at the relevant time or, regardless of the standard that a court uses, that the issuance of the guarantees would
not be further subordinated to our other debt or the debt of the guarantors. Generally, however, an entity would be
considered insolvent if, at the time it incurred indebtedness:

� the sum of its debts, including contingent liabilities, was greater than the fair saleable value of all its assets;

� the present fair saleable value of its assets was less than the amount that would be required to pay its probable
liability on its existing debts, including contingent liabilities, as they become absolute and mature; or

� it could not pay its debts as they become due.
If a court were to find that the issuance of the notes or the incurrence of the guarantee was a fraudulent transfer or
conveyance, the court could avoid the payment obligations under the notes or such guarantee or further subordinate
the notes or such guarantee to our presently existing and future indebtedness or of the related guarantor, or require the
holders of the notes to repay any amounts received with respect to such guarantee. In the event of a finding that a
fraudulent transfer or conveyance occurred, noteholders may not receive any repayment on the notes. Further, the
avoidance of the notes could result in an event of default with respect to our other debt that could result in acceleration
of such debt.

Although each guarantee entered into by the guarantors contains a provision intended to limit that guarantor�s liability
to the maximum amount that it could incur without causing the incurrence of obligations under its guarantee to be a
fraudulent transfer, this provision may not be effective to protect those guarantees from being avoided under
fraudulent transfer law, or may reduce that guarantor�s obligation to an amount that effectively makes its guarantee
worthless.

In addition, different or additional fraudulent conveyance laws may exist in foreign jurisdictions which could result in
the liens being avoided.

If the guarantees by the subsidiary guarantors are not enforceable, the notes would be effectively subordinated to all
liabilities of the subsidiary guarantors, including trade payables.
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The value of the collateral securing the notes and the guarantees may not be sufficient to secure post-petition
interest.

In the event of a bankruptcy, liquidation, dissolution, reorganization or similar proceeding against us, holders of the
notes will only be entitled to post-petition interest under the U.S. Bankruptcy Code to the extent that the value of their
security interest in the collateral securing the notes and the guarantees is greater than their pre-bankruptcy claim.
Holders of the notes that have a security interest in collateral with a value equal or less than their prebankruptcy claim
will not be entitled to post-petition interest under the U.S. Bankruptcy Code. No appraisal of the fair market value of
the collateral has been prepared in connection with the exchange offer and therefore the value of the noteholders�
interest in the collateral may not equal or exceed the principal amount of the notes.

The notes could be wholly or partially voided as a preferential transfer.

If we or any guarantor become the subject of a bankruptcy proceeding within 90 days after the date of the indenture
(or, with respect to any insiders specified in bankruptcy law who are holders of the notes, within one year after we
issue the notes), and the court determines that we were insolvent at the time of the closing (under the preference laws,
we would be presumed to have been insolvent on and during the 90 days immediately preceding the date of filing of
any bankruptcy petition), the court could find that the incurrence of the obligations under the notes involved a
preferential transfer. In addition, to the extent that certain of our collateral is not perfected until after closing, such
90-day preferential transfer period would begin on the date of perfection. If the court determined that the granting of
the security interest was therefore a preferential transfer, which did not qualify for any defense under bankruptcy law,
then holders of the notes would be unsecured creditors with claims that ranked pari passu with all other unsecured
creditors of the applicable obligor, including trade creditors. In addition, under such circumstances, the value of any
consideration holders received pursuant to the notes, including upon foreclosure of the collateral securing the notes
and the guarantees, could also be subject to recovery from such holders and possibly from subsequent assignees, or
such holders might be returned to the same position they held as holders of the notes.

The notes currently have no established trading or other public market, and an active trading market may not
develop for the notes. The failure of a market to develop for the notes could affect the liquidity and value of the
notes and you may not be able to sell the notes readily, or at all, or at or above the price that you paid.

The notes constitute a new issue of securities with no established trading market. We do not intend to apply for the
notes to be listed on any securities exchange or to arrange for quotation on any automated dealer quotation system. A
market may not develop for the notes, and you may not be able to sell any of your notes at a particular time, at
favorable prices or at all. As a result, we cannot assure you as to the liquidity of any trading market for any of the
notes. Accordingly, you may be required to bear the financial risk of your investment in the notes indefinitely. If a
trading market were to develop, future trading prices of the notes may be volatile and will depend on many factors,
including:

� our operating performance and financial condition or prospects;

� the prospects for a company in our industry generally;

� the number of holders of the notes;

� prevailing interest rates;  
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� the interest of securities dealers in making a market for the notes; and

� the market for similar securities and the overall securities market.
The trading price of the notes may be volatile.

Historically, the market for non-investment grade debt, such as the notes, has been subject to disruptions that have
caused substantial volatility in the prices of securities similar to the notes. Any such disruptions could adversely affect
the prices at which you may sell your notes. In addition, the notes may trade at a discount from the initial offering
price of the notes, depending on the prevailing interest rates, the market for similar notes, our performance and other
factors, many of which are beyond our control.
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THE EXCHANGE OFFER

Purpose of the Exchange Offer

We sold the outstanding notes in transactions that were exempt from or not subject to the registration requirements of
the Securities Act. Accordingly, the outstanding notes are subject to transfer restrictions. In general, you may not offer
or sell the outstanding notes unless either they are registered under the Securities Act or the offer or sale is exempt
from or not subject to registration under the Securities Act and applicable state securities laws.

In connection with the sale of the outstanding notes, we entered into a registration rights agreement with the initial
purchaser of the outstanding notes. We are offering the exchange notes under this prospectus in an exchange offer for
the outstanding notes to satisfy our obligations under the registration rights agreement. The exchange offer will be
open for at least 30 days (or longer, if required by applicable law). During the exchange offer period, we will
exchange the exchange notes for all outstanding notes properly surrendered and not withdrawn before the expiration
date. The exchange notes will be registered and the transfer restrictions, registration rights and provisions for
additional interest relating to the outstanding notes will not apply to the exchange notes.

Resale of Exchange Notes

Based on no-action letters of the SEC staff issued to third parties, we believe that exchange notes may be offered for
resale, resold and otherwise transferred by you without further compliance with the registration and prospectus
delivery provisions of the Securities Act if:

� you are not an �affiliate� of us or any of the subsidiary guarantors within the meaning of Rule 405 under the
Securities Act;

� such exchange notes are acquired in the ordinary course of your business; and

� you do not intend to participate in a distribution of the exchange notes and you have no arrangement or
understanding with any person or entity to participate in the distribution of the exchange notes.

The SEC staff, however, has not considered the exchange offer for the exchange notes in the context of a no-action
letter, and the SEC staff may not make a similar determination as in the no-action letters issued to these third parties.

If you tender in the exchange offer with the intention of participating in any manner in a distribution of the exchange
notes, you

� cannot rely on such interpretations by the SEC staff; and

� must comply with the registration and prospectus delivery requirements of the Securities Act in connection
with a secondary resale transaction.

Unless an exemption from registration is otherwise available, any securityholder intending to distribute exchange
notes must be covered by an effective registration statement under the Securities Act. The registration statement
should contain the selling securityholder�s information required by Item 507 or 508, as applicable, of Regulation S-K
under the Securities Act.
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This prospectus may be used for an offer to resell, resale or other transfer of exchange notes only as specifically
described in this prospectus. If you are a broker-dealer, you may participate in the exchange offer only if you acquired
the outstanding notes as a result of market-making activities or other trading activities. Each broker-dealer that
receives exchange notes for its own account in exchange for outstanding notes, where such outstanding notes were
acquired by such broker-dealer as a result of market-making activities or other trading activities, must acknowledge by
way of the letter of transmittal that it will deliver this prospectus in connection with any resale of the exchange notes.
Please read the section captioned �Plan of Distribution� for more details regarding the transfer of exchange notes.
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Terms of the Exchange Offer

Subject to the terms and conditions described in this prospectus and in the letter of transmittal, we will accept for
exchange any outstanding notes properly tendered and not withdrawn prior to 5:00 p.m., New York City time, on the
expiration date of the exchange offer. We will issue exchange notes in principal amount equal to the principal amount
of outstanding notes surrendered in the exchange offer. Outstanding notes may be tendered only for exchange notes
and only in denominations of $2,000 and integral multiples of $1,000 in excess thereof.

The exchange offer is not conditioned upon any minimum aggregate principal amount of outstanding notes being
tendered in the exchange offer.

As of the date of this prospectus, $127,500,000 in aggregate principal amount of 12.5% Senior Secured Notes due
2016 are outstanding. This prospectus is being sent to DTC, the sole registered holder of the outstanding notes. There
will be no fixed record date for determining registered holders of outstanding notes entitled to participate in the
exchange offer.

We intend to conduct the exchange offer in accordance with the provisions of the registration rights agreement, the
applicable requirements of the Securities Act and the Securities Exchange Act of 1934, as amended, or the Exchange
Act, and the rules and regulations of the SEC. Outstanding notes whose holders do not tender for exchange in the
exchange offer will remain outstanding and continue to accrue interest. These outstanding notes will be entitled to the
rights and benefits such holders have under the indenture governing the outstanding notes and the registration rights
agreement.

We will be deemed to have accepted for exchange properly tendered outstanding notes when we have given oral or
written notice of the acceptance to the exchange agent and complied with the applicable provisions of the registration
rights agreement. The exchange agent will act as agent for the tendering holders for the purposes of receiving the
exchange notes from us.

If you tender outstanding notes in the exchange offer, you will be responsible for brokerage fees and commissions,
transfer taxes and the fees and expenses of any legal counsel and any other advisors you engage with respect to the
exchange of outstanding notes. Please read �� Fees and Expenses� for more details regarding fees and expenses that we
expect to pay in connection with the exchange offer.

We will return any outstanding notes that we do not accept for exchange for any reason without expense to their
tendering holders promptly after the expiration or termination of the exchange offer.

Expiration Date

The exchange offer will expire at 5:00 p.m., New York City time, on November 29, 2011, unless, in our sole
discretion, we extend it.

Extensions, Delays in Acceptance, Termination or Amendment

We expressly reserve the right, at any time or various times, to extend the period of time during which the exchange
offer is open. We may delay acceptance of any outstanding notes by giving oral or written notice of such extension to
the holders at any time until the exchange offer expires or terminates. During any such extensions, all outstanding
notes previously tendered will remain subject to the exchange offer, and we may accept them for exchange.

To extend the exchange offer, we will notify the exchange agent orally or in writing of any extension. We will notify
the holders of outstanding notes of the extension via a press release issued no later than 9:00 a.m. New York City time
on the business day after the previously scheduled expiration date.
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If any of the conditions described below under �� Conditions to the Exchange Offer� have not been satisfied, we reserve
the right, in our sole discretion

� to delay accepting for exchange any outstanding notes,

� to extend the exchange offer, or

� to terminate the exchange offer,
by giving oral or written notice of such delay, extension or termination to the exchange agent. Subject to the terms of
the registration rights agreement, we also reserve the right to amend the terms of the exchange offer in any manner.
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Any such delay in acceptance, extension, termination or amendment will be followed promptly by oral or written
notice thereof to holders of the outstanding notes. If we amend the exchange offer in a manner that we determine to
constitute a material change, we will promptly disclose such amendment by means of a prospectus supplement. The
prospectus supplement will be distributed to holders of the outstanding notes. Depending upon the significance of the
amendment and the manner of disclosure to holders, we will extend the exchange offer if it would otherwise expire
during such period. If an amendment constitutes a material change to the exchange offer, including the waiver of a
material condition, we will extend the exchange offer, if necessary, to remain open for at least five business days after
the date of the amendment. In the event we offer any consideration for the outstanding notes or in the percentage of
outstanding notes being sought by us, we will extend the exchange offer to remain open for at least 10 business days
after the date we provide notice of such increase or decrease to the registered holders of outstanding notes.

Conditions to the Exchange Offer

We will not be required to accept for exchange, or exchange any exchange notes for, any outstanding notes if the
exchange offer, or the making of any exchange by a holder of outstanding notes, would violate applicable law or SEC
policy. Similarly, we may terminate the exchange offer as provided in this prospectus before accepting outstanding
notes for exchange in the event of such a potential violation.

We will not be obligated to accept for exchange the outstanding notes of any holder that has not made to us the
representations described under �� Procedures for Tendering� and �Plan of Distribution� and such other representations as
may be reasonably necessary under applicable SEC rules, regulations or interpretations to allow us to use an
appropriate form to register the exchange notes under the Securities Act.

Additionally, we will not accept for exchange any outstanding notes tendered, and will not issue exchange notes in
exchange for any such outstanding notes, if at such time any stop order has been threatened or is in effect with respect
to the exchange offer registration statement of which this prospectus constitutes a part or the qualification of the
indenture under the Trust Indenture Act of 1939.

We expressly reserve the right to amend or terminate the exchange offer, and to reject for exchange any outstanding
notes not previously accepted for exchange, upon the occurrence of any of the conditions to the exchange offer
specified above. We will promptly give oral or written notice of any extension, amendment, non-acceptance or
termination to the holders of the outstanding notes.

These conditions are for our sole benefit, and we may assert them or waive them in whole or in part at any time or at
various times prior to the expiration of the exchange offer in our sole discretion. If we fail at any time to exercise any
of these rights, this failure will not mean that we have waived our rights. Each such right will be deemed an ongoing
right that we may assert at any time or at various times prior to the expiration of the exchange offer.

Procedures for Tendering

To participate in the exchange offer, you must properly tender your outstanding notes to the exchange agent as
described below. We will only issue exchange notes in exchange for outstanding notes that you timely and properly
tender. Therefore, you should allow sufficient time to ensure timely delivery of the outstanding notes, and you should
follow carefully the instructions on how to tender your outstanding notes. It is your responsibility to properly tender
your outstanding notes. We have the right to waive any defects. However, we are not required to waive defects, and
neither we nor the exchange agent is required to notify you of any defects in your tender.

If you have any questions or need help in exchanging your outstanding notes, please call the exchange agent whose
address and phone number are included in the letter of transmittal included as Annex A to this prospectus.
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All of the outstanding notes were issued in book-entry form, and all of the outstanding notes are currently represented
by global certificates registered in the name of Cede & Co., the nominee of DTC. We have confirmed with DTC that
the outstanding notes may be tendered using ATOP. The exchange agent will establish an account with DTC for
purposes of the exchange offer promptly after the commencement of the exchange offer, and DTC participants may
electronically transmit their acceptance of the exchange offer by causing DTC to transfer their outstanding notes to the
exchange agent using the ATOP procedures. In connection with the transfer, DTC will send an �agent�s message� to the
exchange agent. The agent�s message will state that DTC has received instructions from the participant to tender
outstanding notes and that the participant agrees to be bound by the terms of the letter of transmittal.

By using the ATOP procedures to exchange outstanding notes, you will not be required to deliver a letter of
transmittal to the exchange agent. However, you will be bound by its terms just as if you had signed it.
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There is no procedure for guaranteed late delivery of the outstanding notes.

Determinations Under the Exchange Offer. We will determine in our sole discretion all questions as to the validity,
form, eligibility, time of receipt, acceptance of tendered outstanding notes and withdrawal of tendered outstanding
notes. Our determination will be final and binding. We reserve the absolute right to reject any outstanding notes not
properly tendered or any outstanding notes our acceptance of which would, in the opinion of our counsel, be unlawful.
We also reserve the right to waive any defect, irregularities or conditions of tender as to particular outstanding notes.
Our interpretation of the terms and conditions of the exchange offer, including the instructions in the letter of
transmittal, will be final and binding on all parties. Unless waived, all defects or irregularities in connection with
tenders of outstanding notes must be cured within such time as we shall determine. Although we intend to notify
holders of defects or irregularities with respect to tenders of outstanding notes, neither we, the exchange agent nor any
other person will incur any liability for failure to give such notification. Tenders of outstanding notes will not be
deemed made until such defects or irregularities have been cured or waived. Any outstanding notes received by the
exchange agent that are not properly tendered and as to which the defects or irregularities have not been cured or
waived will be returned to the tendering holder promptly following the expiration date of the exchange.

When We Will Issue Exchange Notes. In all cases, we will issue exchange notes for outstanding notes that we have
accepted for exchange under the exchange offer only after the exchange agent receives, prior to 5:00 p.m., New York
City time, on the expiration date,

� a book-entry confirmation of such outstanding notes into the exchange agent�s account at DTC; and

� a properly transmitted agent�s message.
Such exchange notes will be issued promptly following the expiration or termination of the offer.

Return of Outstanding Notes Not Accepted or Exchanged. If we do not accept a holder�s tendered outstanding notes for
exchange or if outstanding notes are submitted for a greater principal amount than the holder desires to exchange, the
unaccepted or non-exchanged outstanding notes will be returned without expense to their tendering holder. Such
non-exchanged outstanding notes will be credited to an account maintained with DTC. These actions will occur
promptly after the expiration or termination of the exchange offer.

Your Representations to Us. By agreeing to be bound by the letter of transmittal, you will represent to us that, among
other things:

� any exchange notes that you receive will be acquired in the ordinary course of your business;

� you are not engaged in and do not intend to engage in the distribution of the exchange notes;

� you have no arrangement or understanding with any person or entity to participate in the distribution of the
exchange notes;

� you are not an �affiliate,� as defined in Rule 405 under the Securities Act, of us or our subsidiary guarantors
or, if you are an affiliate, that you will comply with the registration and prospectus delivery requirements of
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the Securities Act to the extent applicable; and

� if you are a broker-dealer that will receive exchange notes for your own account in exchange for outstanding
notes, you acquired those outstanding notes as a result of market-making activities or other trading activities
and you will deliver this prospectus, as required by law, in connection with any resale of the exchange notes.

Withdrawal of Tenders

Except as otherwise provided in this prospectus, you may withdraw your tender at any time prior to 5:00 p.m., New
York City time, on the expiration date of the exchange offer. For a withdrawal to be effective you must comply with
the appropriate ATOP procedures. Any notice of withdrawal must specify the name and number of the account at
DTC to be credited with withdrawn outstanding notes and otherwise comply with the ATOP procedures.

We will determine all questions as to the validity, form, eligibility and time of receipt of a notice of withdrawal. Our
determination shall be final and binding on all parties. We will deem any outstanding notes so withdrawn not to have
been validly tendered for exchange for purposes of the exchange offer.

Any outstanding notes that have been tendered for exchange but that are not exchanged for any reason will be credited
to an account maintained with DTC for the outstanding notes. This return or crediting will take place promptly after
withdrawal, rejection of tender, expiration or termination of the exchange offer. You may retender properly withdrawn
outstanding notes by
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following the procedures described under �� Procedures for Tendering� above at any time on or prior to the expiration
date or termination date of the exchange offer.

Fees and Expenses

We will bear the expenses of soliciting tenders. The principal solicitation is being made by mail; however, we may
make additional solicitation by e-mail, telephone or in person by our officers and regular employees and those of our
affiliates.

We have not retained any dealer-manager in connection with the exchange offer and will not make any payments to
broker-dealers or others soliciting acceptances of the exchange offer. We will, however, pay the exchange agent
reasonable and customary fees for its services and reimburse it for its related reasonable out-of-pocket expenses.

We will pay the cash expenses to be incurred in connection with the exchange offer. They include:

� SEC registration fees;

� fees and expenses of the exchange agent and trustee;

� accounting and legal fees and printing costs; and

� related fees and expenses.
Transfer Taxes

Each tendering holder will pay all transfer taxes, if any, applicable to the exchange of outstanding notes under the
exchange offer.

Consequences of Failure to Exchange

If you do not exchange your outstanding notes for exchange notes under the exchange offer, the outstanding notes you
hold will continue to be subject to the existing restrictions on transfer. In general, you may not offer or sell the
outstanding notes except under an exemption from, or in a transaction not subject to, the Securities Act and applicable
state securities laws. We do not intend to register outstanding notes under the Securities Act unless the registration
rights agreement requires us to do so.

Any tenders of outstanding notes under the exchange offer will reduce the principal amount of the currently
outstanding notes. Due to the corresponding reduction in liquidity, this may have an adverse effect upon, and increase
the volatility of, the market price of any currently outstanding notes that you continue to hold following completion of
the exchange offer.

Accounting Treatment

We will record the exchange notes in our accounting records at the same carrying value as the outstanding notes. This
carrying value is the face value of the outstanding notes, less the original issue discount (net of amortization) as
reflected in our accounting records on the date of exchange. Accordingly, we will not recognize any gain or loss for
accounting purposes in connection with the exchange offer, other than the recognition of the fees and expenses of the
offering as stated under �� Fees and Expenses.�
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Other

Participation in the exchange offer is voluntary, and you should consider carefully whether to accept. You are urged to
consult your financial and tax advisors in making your own decision on what action to take.

We may in the future seek to acquire untendered outstanding notes in open market or privately negotiated
transactions, through subsequent exchange offers or otherwise. We have no present plans to acquire any outstanding
notes that are not tendered in the exchange offer or to file a registration statement to permit resales of any untendered
outstanding notes.
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USE OF PROCEEDS

The exchange offer is intended to satisfy our obligations under the registration rights agreement. We will not receive
any cash proceeds from the issuance of the exchange notes in the exchange offer. In consideration for issuing the
exchange notes as contemplated by this prospectus, we will receive outstanding notes in a like principal amount. The
form and terms of the exchange notes are identical in all respects to the form and terms of the outstanding notes,
except the exchange notes do not include certain transfer restrictions, registration rights or provisions for additional
interest. Outstanding notes surrendered in exchange for the exchange notes will be retired and cancelled and will not
be reissued. Accordingly, the issuance of the exchange notes will not result in any change in our outstanding
indebtedness.

DESCRIPTION OF THE EXCHANGE NOTES

The exchange notes will be issued, and the outstanding notes were issued, under an indenture (the �Indenture�) dated as
of July 12, 2011, as amended or supplemented from time to time, among the Company, all of the Company�s existing
direct and indirect wholly-owned Domestic Subsidiaries, as guarantors (the �Guarantors�) and The Bank of New York
Mellon Trust Company, N.A., as trustee (in such capacity, the �Trustee�) and as collateral agent (in such capacity, the
�Collateral Agent�). The terms of the notes include those stated in the Indenture and those made part of the Indenture by
reference to the Trust Indenture Act of 1939, as amended (the �Trust Indenture Act� or �TIA�).

The following description is a summary of the material terms and provisions of the notes, the Indenture, the Security
Documents and the Intercreditor Agreement. It does not purport to be a complete description of the notes or such
agreements and is subject to the detailed provisions of, and qualified in its entirety by reference to, the notes, the
Indenture, the Security Documents and the Intercreditor Agreement. We urge you to read the Indenture, the notes, the
Security Documents and the Intercreditor Agreement because they, and not this description, define your rights as
holders of the notes.

You can find the definitions of certain terms used in this description under the subheading �� Certain Definitions.� In this
description, the words �Issuer,� �we,� �us,� and �our� refer only to Saratoga Resources, Inc. and not to any of its subsidiaries,
and that term �Guarantor� refers to each Domestic Subsidiary that guarantees the notes, so long as it guarantees the
notes. The term �notes� refers to both the outstanding notes issued on July 12, 2011 and the exchange notes, unless the
context otherwise requires.

If the exchange offer is consummated, the exchange notes and the outstanding notes will together constitute a single
series of debt securities under the Indenture. Holders of outstanding notes who do not exchange their outstanding
notes for exchange notes will vote together with the Holders of the exchange notes for all relevant purposes under the
Indenture. In that regard, the Indenture requires that certain actions by the Holders under the Indenture (including
acceleration after an Event of Default) must be taken, and certain rights must be exercised, by specified minimum
percentages of the aggregate principal amount of all outstanding notes issued under the Indenture. In determining
whether Holders of the requisite percentage in principal amount have given any notice, consent or waiver or taken any
other action permitted under the Indenture, any unexchanged outstanding notes that remain outstanding after the
exchange offer will be aggregated with the exchange notes, and the Holders of these outstanding notes and exchange
notes will vote together as a single series for all such purposes. Accordingly, all references in this section of the
prospectus to specified percentages in aggregate principal amount of the outstanding notes mean, at any time after the
exchange offer is consummated, such percentage in aggregate principal amount of the outstanding notes and the
exchange notes.

The registered Holder of a note will be treated as the owner of it for all purposes. Only registered Holders will have
rights under the Indenture.
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Brief Description of the Notes and the Note Guarantees

The Notes

The notes will:

� be the general senior obligations of the Issuer;

� rank equal in right of payment with all of the Issuer�s existing and future senior indebtedness;

� be effectively senior to all of the Issuer�s existing and future unsecured indebtedness to the extent of the value
of the Collateral securing the notes;

� be effectively subordinated to the Issuer�s obligations under any First Lien Obligations to the extent of the
value of the Collateral securing such indebtedness;

� be secured on a second-priority basis (to the extent First Lien Obligations exist) by Liens on the Collateral
described herein, subject to Permitted Liens;  
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� be structurally subordinated to all existing and future indebtedness and other liabilities of the Issuer�s
subsidiaries that do not guarantee the notes; and

� be fully and unconditionally guaranteed, jointly and severally, on a senior secured basis by each Guarantor as
set forth herein.

The Note Guarantees

The notes will be guaranteed fully and unconditionally, jointly and severally, by all of the Issuer�s existing and future
Domestic Subsidiaries.

Each guarantee of the notes will:

� be a general senior obligation of each Guarantor;

� rank equal in right of payment with all of such Guarantor�s existing and future senior indebtedness;

� be secured on a second-priority basis (to the extent First Lien Obligations exist) by Liens on the Collateral
described herein, subject to Permitted Liens;

� be effectively senior to all of such Guarantor�s existing and future unsecured indebtedness to the extent of the
value of the Collateral securing such guarantee;  

� be effectively subordinated to each Guarantor�s obligations under any First Lien Obligations and certain other
Indebtedness to the extent of the value of the Collateral securing such indebtedness; and

� be structurally subordinated to all existing and future indebtedness and other liabilities of such Guarantor�s
subsidiaries that do not guarantee the notes.

As of the date hereof, all of our Subsidiaries will be �Restricted Subsidiaries.� However, under the circumstances
described below under the caption ��Certain Covenants�Designation of Restricted and Unrestricted Subsidiaries,� we will
be permitted to designate certain of our Subsidiaries as �Unrestricted Subsidiaries.� Our Unrestricted Subsidiaries will
not be subject to the restrictive covenants in the Indenture and will not guarantee the notes.

Principal, Maturity and Interest

The Issuer issued the outstanding notes in an initial maximum aggregate principal amount of $127.5 million. The
Issuer may issue additional notes under the Indenture from time to time. Any issuance of additional notes is subject to
all of the covenants in the Indenture, including the covenant described below under the caption ��Certain

Edgar Filing: SARATOGA RESOURCES INC /TX - Form 424B3

50



Covenants�Incurrence of Indebtedness and Issuance of Preferred Stock.� The notes and any additional notes
subsequently issued under the Indenture will be treated as a single class for all purposes under the Indenture,
including, without limitation, waivers, amendments, redemptions and offers to purchase, the Security Documents, the
registration rights agreement and the Intercreditor Agreement. Unless the context requires otherwise, references to
�notes� for all purposes of the Indenture and this �Description of Notes� include any additional notes that are actually
issued under the Indenture. The Issuer will issue notes in denominations of $2,000 and integral multiples of $1,000 in
excess thereof. The notes will mature on July 1, 2016.

Interest on the notes will accrue at the rate of 121/2% per annum and will be payable semi-annually in arrears on
January 1 and July 1 of each year, commencing on January 1, 2012. Interest on overdue principal and interest,
including Additional Interest, if any, will accrue at a rate that is 2% higher than the then applicable interest rate on the
notes. The Issuer will make each interest payment to the holders of record on the immediately preceding December 15
and June 15.

Interest on the notes will accrue from the date of original issuance or, if interest has already been paid, from the date it
was most recently paid. Interest will be computed on the basis of a 360-day year comprised of twelve 30-day months.

Additional Interest may accrue and be payable under the circumstances set forth in ��Exchange Offer; Registration
Rights.�
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Methods of Receiving Payments on the Notes

If a holder of notes has given wire transfer instructions to the Issuer, the Issuer will pay all principal, interest and
premium and Additional Interest, if any, on that holder�s notes in accordance with those instructions. All other
payments on the notes will be made at the office or agency of the paying agent and registrar unless the Issuer elects to
make interest payments by check mailed to the noteholders at their respective addresses set forth in the register of
holders; provided that all payments of principal of, and interest and premium with respect to, the notes represented by
one or more global notes registered in the name of, or held by, DTC or its nominee will be made by wire transfer of
immediately available funds to the accounts specified by the holder or holders thereof.

Paying Agent and Registrar for the Notes

The Trustee will initially act as paying agent and registrar. The Issuer may change the paying agent or registrar
without prior notice to the holders of the notes, and the Issuer or any of its Subsidiaries may act as paying agent or
registrar.

Transfer and Exchange

A holder may transfer or exchange notes in accordance with the provisions of the Indenture. The registrar and the
Trustee may require a holder, among other things, to furnish appropriate endorsements and transfer documents in
connection with a transfer of notes. The Issuer will be required to pay all taxes due on transfer. The Issuer will not be
required to transfer or exchange any note selected for redemption. In addition, the Issuer will not be required to
transfer or exchange any note for a period of 15 days before a selection of notes to be redeemed.

Note Guarantees

The notes will be guaranteed by each of the Issuer�s current and future Domestic Subsidiaries. These Note Guarantees
will be joint and several obligations of the Guarantors. The obligations of each Guarantor under its Note Guarantee
will be limited as necessary to prevent that Note Guarantee from constituting a fraudulent conveyance under
applicable law. See �Risk Factors�Risks Related to the Notes�Federal, state and foreign fraudulent transfer laws may
permit a court to avoid the notes and the guarantees, subordinate claims in respect of the notes and the guarantees
and require noteholders to return payments received. If this occurs, noteholders may not receive any payments on the
notes.� In the event of a bankruptcy, liquidation or reorganization of any of the non-Guarantor Subsidiaries, these
non-Guarantor Subsidiaries will pay the holders of their liabilities, including their debt and trade payables, and
preferred stock before they will be able to distribute any of their assets to us. As of the Issue Date, all of our
Subsidiaries will be �Restricted Subsidiaries.�

A Guarantor may not sell or otherwise dispose of all or substantially all of its assets to, or consolidate with or merge
with or into (whether or not such Guarantor is the surviving Person) another Person, other than the Issuer or another
Guarantor, unless:

(1)

immediately after giving effect to that transaction, no Default or Event of Default exists; and

(2)

either:

(a)
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the Person acquiring the property in any such sale or disposition or the Person formed by or surviving any such
consolidation or merger assumes all the obligations of that Guarantor under the Indenture and its Note Guarantee
pursuant to a supplemental indenture, the registration rights agreement and the Intercreditor Agreement and the other
Security Documents, each satisfactory to the Trustee; or

(b)

the Net Proceeds of such sale or other disposition are applied in accordance with the applicable provisions of the
Indenture.

The Note Guarantee of a Guarantor will be released:

(1)

in connection with any sale or other disposition of all or substantially all of the assets of that Guarantor (including by
way of merger or consolidation) to a Person that is not (either before or after giving effect to such transaction) the
Issuer or a Restricted Subsidiary of the Issuer, if the sale or other disposition does not violate the �Asset Sale� provisions
of the Indenture;

(2)

in connection with any sale, transfer or other disposition of all of the Capital Stock of that Guarantor to a Person that
is not (either before or after giving effect to such transaction) the Issuer or a Restricted Subsidiary of the Issuer, if the
sale, transfer or other disposition does not violate the �Asset Sale� provisions of the Indenture;
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(3)

if the Issuer designates any Restricted Subsidiary that is a Guarantor to be an Unrestricted Subsidiary in accordance
with the applicable provisions of the Indenture; or

(4)

upon legal defeasance or satisfaction and discharge of the Indenture as provided below under the captions ��Legal
Defeasance and Covenant Defeasance� and ��Satisfaction and Discharge.�

See ��Repurchase at the Option of Holders�Asset Sales.�

Under the circumstances described below under the caption ��Certain Covenants�Designation of Restricted and
Unrestricted Subsidiaries,� the Issuer will be permitted to designate certain of its Subsidiaries as �Unrestricted
Subsidiaries.� The effect of designating a Subsidiary as an �Unrestricted Subsidiary� will be:

� the Unrestricted Subsidiary will not be subject to most of the restrictive covenants in the Indenture;  

� a Subsidiary that has previously been a Guarantor and that is designated as an �Unrestricted Subsidiary� will be
released from its Note Guarantee; and

� the assets, income, cash flow and other financial results of the Unrestricted Subsidiary will not be
consolidated with those of the Issuer for purposes of calculating compliance with the restrictive covenants
contained in the Indenture.

Security

Pursuant to the Security Documents entered into by the Issuer, the Guarantors and the Collateral Agent for the benefit
of the Collateral Agent, the Trustee and the holders of notes, the notes, the Note Guarantees and all other Obligations
under the Indenture are secured by a Lien on substantially all of the Issuer�s and the Guarantors� existing and future
tangible and intangible assets (other than Excluded Assets), including (without limitation):

(1)

accounts receivables;

(2)

equipment, goods, inventory and fixtures;

(3)

documents, instruments and chattel paper;

(4)

letter-of-credit rights;
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(5)

securities collateral;

(6)

investment property (as defined in the UCC), including all Capital Stock of the Issuer�s Subsidiaries;

(7)

copyrights and trademarks;

(8)

commercial tort claims;

(9)

general intangibles;

(10)

deposit accounts;

(11)

cash;

(12)

supporting obligations;

(13)

books and records;

(14)

real property;

(15)

As-Extracted Collateral;

(16)

Oil and Gas Properties;

(17)
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to the extent not covered by clauses (1) through (16) above, all other personal property of the Issuer and each
Guarantor, whether tangible or intangible;

(18)

proceeds and products of each of the foregoing and all accessions to, substitutions and replacements for each of the
foregoing, and any and all proceeds of any insurance, indemnity, warranty or guaranty payable to the Issuer or any
Guarantor from time to time with respect to any of the foregoing; and
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(19)

all other existing and future tangible and intangible assets that from time to time become subject to a Lien securing
First Lien Obligations.

Clauses (1) through (19) above are herein collectively referred to as �Collateral� (to the extent such assets do not
constitute Excluded Assets).

The Issuer shall cause each applicable Restricted Subsidiary to, at their sole cost and expense, (i) execute and deliver
all such agreements and instruments as necessary (or as the Collateral Agent may reasonably request) to more fully or
accurately describe the property intended to be Collateral or the obligations intended to be secured by the Security
Documents and (ii) file any such notice filings or other agreements or instruments as may be reasonably necessary or
desirable under applicable law to perfect the Liens created by the Security Documents at such times and at such places
as are necessary (or as the Collateral Agent may reasonably request), in each case subject to the terms of the Security
Documents and the First Lien Security Documents, including any waivers thereunder by the First Lien Agent. Certain
security interests in the Collateral may not be in place on the Issue Date or may not be perfected on the Issue Date.
See ��Certain Covenants�Post-Closing.�

Notwithstanding the foregoing, the Collateral will not include any of the following assets (collectively, the �Excluded
Assets�):

(1)

any asset or property right of the Issuer or any Guarantor of any nature:

(a)

if the grant of a security interest shall constitute or result in (i) the abandonment, invalidation or unenforceability of
such asset or property right or the Issuer�s or any Guarantor�s loss of use of such asset or property right or (ii) a breach,
termination or default under any lease, license, contract or agreement (other than to the extent that any such term
would be rendered ineffective pursuant to Sections 9-406, 9-407, 9-408 or 9-409 of the UCC (or any successor
provision or provisions) of any relevant jurisdiction or any other applicable law (including the United States
Bankruptcy Code) or principles of equity) to which the Issuer or such Guarantor is party; and

(b)

to the extent that any applicable law or regulation prohibits the creation of a security interest thereon (other than to the
extent that any such term would be rendered ineffective pursuant to any applicable law or principles of equity);

provided, however, that such lease, license, contract, property rights or other agreement will cease to be an Excluded
Asset immediately and automatically at such time as the condition causing such abandonment, invalidation or
unenforceability is remedied and, to the extent severable, any portion of such lease, license, contract, property rights
or other agreement that does not result in any of the consequences specified in clauses (a) and (b) in this clause (1)
will not be an Excluded Asset; provided further that the Issuer shall, and shall cause each Restricted Subsidiary to,
make all commercially reasonable efforts to prevent any asset or property, including but not limited to Permitted
Business Investments, from constituting Excluded Assets;

(2)

Voting Stock of any Foreign Subsidiary (to the extent such Foreign Subsidiary is a �controlled foreign corporation� for
U.S. federal income tax purposes) that is directly owned by the Issuer or any Guarantor, solely to the extent
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representing in excess of 65% of the total voting power of all outstanding Voting Stock of such Foreign Subsidiary
and all Capital Stock of Foreign Subsidiaries not directly owned by any Person that is the Issuer or a Guarantor;

(3)

any foreign intellectual property;

(4)

any applications for trademarks or service marks filed in the United States Patent and Trademark Office pursuant to
15 U.S.C. § 1051 Section 1(b) unless and until evidence of use of the mark in interstate commerce is submitted to the
PTO pursuant to 15 U.S.C. § 1051 Section 1(c) or Section 1(d);

(5)

(i) deposit and securities accounts the balance of which consists exclusively of (a) withheld income taxes and federal,
state or local employment taxes in such amounts as are required to be paid to the Internal Revenue Service or state or
local government agencies within the following two months with respect to employees of the Issuer or any Guarantor,
and (b) amounts required to be paid over to an employee benefit plan pursuant to DOL Reg. Sec. 2510.3-102 on
behalf of or for the benefit of employees of the Issuer or any Guarantor, and (ii) all segregated deposit accounts
constituting (and the balance of which consists solely of funds set aside in connection with) tax accounts, payroll
accounts and trust accounts;
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(6)

fixed or capital assets owned by the Issuer or any Guarantor that is subject to a capital lease or purchase money
obligations, in each case permitted to be incurred pursuant to the covenants described below under the captions
��Certain Covenants�Incurrence of Indebtedness and Issuance of Preferred Stock� and ��Certain Covenants�Liens� if the
contract or other agreement in which such Lien is granted prohibits the creation of any other Lien on such fixed or
capital assets, but only for so long as such prohibition is in effect and only with respect to the portion of such fixed or
capital assets as to which such other Lien attaches and such prohibition applies; and

(7)

de minimus or immaterial assets for which perfection of the security could not be obtained without unreasonable cost
and expense or under applicable law.

Intercreditor Agreement

We intend to negotiate the terms of an Intercreditor Agreement among the Trustee, the First Lien Agent, on behalf of
the First Lien Creditors (including the lenders under any Credit Agreement and our hedging counterparty), the
Collateral Agent, on behalf of the Second Lien Creditors (including the holders of the notes), the Issuer and the
Guarantors, which will, among other things, define the relative rights of the Trustee, the First Lien Agent and the First
Lien Creditors and the Collateral Agent and the Second Lien Creditors and related matters with respect to the
Collateral. By purchasing notes, each holder is deemed to have authorized the Collateral Agent and the Trustee to
enter into the Intercreditor Agreement with the First Lien Agent, on such terms as the Issuer, the First Lien Agent and
the Trustee agree, and each holder shall be bound by the terms of the Intercreditor Agreement.

Because we are currently negotiating the terms of the Intercreditor Agreement, the summary below is based on our
expectation of what the terms and other provisions of the Intercreditor Agreement will be. However, there can be no
assurance that the terms of the Intercreditor Agreement as agreed to will be as favorable to holders of the notes as the
descriptions below or that the terms will be commercially reasonable or customary.

Relative Lien Priorities; Notes Effectively Subordinated to First Lien Obligations

The Intercreditor Agreement will provide that, notwithstanding the date, manner or order of grant, attachment or
perfection of any Liens on Collateral securing the Obligations arising under the Credit Agreement together with all
other First Lien Obligations (�First Priority Liens�) or any Liens thereon that secure the notes and the other Second Lien
Obligations (�Second Priority Liens�), and notwithstanding any provision of the Uniform Commercial Code of any
applicable jurisdiction or any other applicable law or the provisions of any First Lien Document or Second Lien
Document or any other circumstance whatsoever, each of the First Lien Agent, on behalf of the First Lien Creditors,
and the Collateral Agent, on behalf of the Second Lien Creditors, will agree that (a) any First Priority Liens then or
thereafter held by or for the benefit of any First Lien Creditor will be senior in right, priority, operation, effect and all
other respects to any and all Second Priority Liens and (b) any Second Priority Liens then or thereafter held by or for
the benefit of any Second Lien Creditor will be junior and subordinate in right, priority, perfection, operation, effect
and all other respects to any and all First Priority Liens, and the First Priority Liens will be and remain senior in right,
priority, perfection, operation, effect and all other respects to any Second Priority Liens for all purposes.

As a result of the foregoing, the Second Lien Obligations will be effectively subordinated to the First Lien Obligations
to the extent of the value of the Collateral.

No Payment Subordination to First Lien Obligations
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The Intercreditor Agreement will provide that the subordination of Liens securing the Second Lien Obligations
described herein affects only the relative priority of those Liens, and does not subordinate the Second Lien
Obligations in right of payment to the First Lien Obligations. Nothing in the Intercreditor Agreement will affect the
entitlement of any Second Lien Creditor to receive and retain required payments of interest, principal, and other
amounts in respect of the Second Lien Obligations unless the receipt is expressly prohibited by
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