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Item 7.01 Regulation FD Disclosure.
Developments in Hallwood Energy Bankruptcy Proceeding

As previously disclosed, on March 1, 2009, Hallwood Energy, L.P. ( Hallwood Energy ), Hallwood Energy
Management, LL.C, the general partner of Hallwood Energy, and Hallwood Energy s subsidiaries, filed petitions for
relief under Chapter 11 of the United States Bankruptcy Code. The cases are currently pending in the United States
Bankruptcy Court for the Northern District of Texas, Dallas Division, under In re Hallwood Energy, L.P., et al Case
No. 09-31253. The Hallwood Group Incorporated (the Company ) is only an investor in and creditor of Hallwood
Energy. The bankruptcy filing does not include the Company or any other of its assets or subsidiaries.

On June 29, 2009, the Bankruptcy Court granted a motion by the secured lender to Hallwood Energy to partially
lift the automatic stay applicable in bankruptcy proceedings, permitting the lender, among other things, to enter upon
and take possession of substantially all of Hallwood Energy s assets and operations.

Hallwood Energy s previously filed adversary proceeding against the Company requesting that the Company fund
$3,200,000 under the Equity Support Agreement between Hallwood Energy and the Company remains outstanding. In
addition, the Court had previously granted the motions of Hallwood Energy s lender and of FEI Shale, L.P. ( FEI ), a
subsidiary of Talisman Energy, Inc., to intervene as plaintiffs in the proceeding. Hallwood Energy s lender and FEI
contend that the Company s failure to fund $3,200,000 under the Equity Support Agreement damaged Hallwood
Energy in an amount in excess of $3,200,000 and have asserted compensatory and exemplary damages, as previously
disclosed. Hallwood Energy s lender has filed a motion for summary judgment on its claims and a hearing is scheduled
on this motion for July 17, 2009. The Company intends to defend the matter vigorously.

As a result of these developments, the Company does not anticipate that it will recover any of its investment in
Hallwood Energy. The carrying value of the Company s investment in Hallwood Energy has been reflected as zero
since December 31, 2007.

By filing this Current Report on Form 8-K, the Company does not acknowledge that disclosure of this information
is required by Regulation FD or that the information was material or non-public before the disclosure. The Company
assumes no obligation to update or supplement forward-looking statements in this statement that become untrue
because of new information, subsequent events or otherwise.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to
be signed on its behalf by the undersigned hereunto duly authorized.

Date: July 1, 2009 THE HALLWOOD GROUP
INCORPORATED

By: /s/ Richard Kelley
Richard Kelley

Vice President and Chief Financial
Officer



