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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington D.C. 20549

FORM 10-QSB

(Mark One)

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the quarterly period ended July 31, 2007

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from _________________ to _________________

Commission File No.: 000-31032

AMERICAN SOUTHWEST MUSIC DISTRIBUTION, INC.

 (Exact name of registrant as specified in its charter)

Delaware         52-2190362
(State or other jurisdiction of

incorporation or organization)

          (I.R.S. Employer

          Identification No.)
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Industry, California 91746

(Address of principal executive offices)

Issuer�s telephone number:  (562) 805-4530

 (Former name, former address and former fiscal year, if changed since last report)

___________________

Check whether the registrant filed all documents and reports required to be filed by Section 12, 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.    Yes  x    No  ¨

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

APPLICABLE ONLY TO CORPORATE ISSUERS

As of September 19, 2007, 31,047,522 shares of our common stock were outstanding.

Transitional Small Business Disclosure Format:    Yes  ¨    No  x
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PART 1:  FINANCIAL INFORMATION

AMERICAN SOUTHWEST MUSIC DISTRIBUTION, INC.
(FORMERLY KNOWN AS GL ENERGY AND EXPLORATION, INC.)

( A DEVELOPMENT STAGE COMPANY)
CONSOLIDATED BALANCE SHEETS

July 31, 2007 April 30, 2007
ASSETS

Current assets:
Cash $ - $ 5 
Fixed assets:
Equipment 43,266 43,266 
Furniture and fixtures 42,488 42,488 
Leasehold improvements 7,000 7,000 

92,754 92,754 
Accumulated depreciation (54,303) (49,140)
Total fixed assets 38,451 43,614 

Other assets:
Music catalog, net of accumulated amortization of $0 299,983 299,983 
Security deposits - 3,370 
Total other assets 299,983 303,353 

TOTAL ASSETS $ 338,434 $ 346,972 

LIABILITIES AND STOCKHOLDERS� DEFICIT
Liabilities:
Current liabilities:
Accounts payable and accrued expenses payable $ 443,222 $ 374,930 
Liability for legal settlement by Company on behalf of entity formerly
owned

by significant Company stockholder 1,303,958 1,292,083 
Notes and loans payable, stockholders and entities owned by them 86,000 86,000 
Notes and loans payable, others � unrelated third parties 1,447,500 1,447,500 
TOTAL LIABILITIES 3,280,680 3,200,513 

Edgar Filing: American Southwest Music Distribution, Inc - Form 10QSB

4



Stockholders� deficit:
Preferred stock - $0.001 par value; 5,000,000 shares authorized,

0 shares issued and outstanding - - 
Common stock - $0.001 par value; 100,000,000 shares authorized,

31,047,522* and 11,547,522* issued and outstanding respectively 31,047 11,547 
Additional paid-in capital 8,260,463 7,344,963 
Deficit accumulated during the development stage (11,233,756) (10,210,051)
Total stockholders� deficit (2,942,246) (2,853,541)
TOTAL LIABILITIES AND STOCKHOLDERS� DEFICIT $ 338,434 $ 346,972 

* Adjusted for 74:1 reverse split effective August 24, 2006

2
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AMERICAN SOUTHWEST MUSIC DISTRIBUTION, INC.
(FORMERLY KNOWN AS GL ENERGY AND EXPLORATION, INC.)

( A DEVELOPMENT STAGE COMPANY)
CONSOLIDATED STATEMENTS OF OPERATIONS

Three Months

ended

July 31, 2007

Three Months

ended

July 31, 2006

Inception

(July 1, 2004)

through

April 30, 2007

Inception

(July 1, 2004)

through

July 31, 2007
EXPENSES
Consulting fees and services:
Related parties,including incurred through
issuances of common stock of $600,000
and $0 for three months ended and
$1,393,847 and $1,993,847 for periods
from inception $ 652,653 $ 65,825 $ 1,887,513 $ 2,540,166 
Others, including incurred through
issuances of common stock of $275,000
and $0 for three months ended and
$141,000 and $416,000 for periods from
inception 275,000  - 211,334 486,334 

927,653 65,825 2,098,847 3,026,500 
General and administrative, including
through issuance of common stock for
legal fees of $60,400 and $60,400 for
period from inception 28,767 153,376 764,760 793,527 
Depreciation and amortization 5,163 24,224 138,960 144,123 
Total expenses 961,583 243,425 3,002,567 3,964,150 

Loss from operations (961,583) (243,425) (3,002,567) (3,964,150)

Other costs and expenses
Loss on impairment of certain titles in
Music Catalog - - (4,216,000) (4,216,000)
Loss incurred on legal settlement by
Company on behalf of entity formerly
owned by significant Company
stockholder (11,874) (11,874) (1,292,083) (1,303,957)
Debt conversion costs - - (46,232) (46,232)
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Interest expense (50,248) (28,900) (258,768) (309,016)
Total other costs and expenses (62,122) (40,774) (1,597,083) (1,659,205)

NET LOSS $ (1,023,705) $ (284,199) $ (8,815,650) $ (9,839,355)

Net loss per share - basic and diluted
(adjusted for 74:1 reverse split) $ (0.04) $ (0.00) $ (3.31) $ (3.35)

Weighted average shares outstanding:
Basic and diluted (adjusted for 74:1
reverse split) 25,726,850 62,085,738 2,664,619 

3
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AMERICAN SOUTHWEST MUSIC DISTRIBUTION, INC.
(FORMERLY KNOWN AS GL ENERGY AND EXPLORATION, INC.)

( A DEVELOPMENT STAGE COMPANY)
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

Period from July 1, 2004 (Inception) through July 31, 2007

Deficit
Accumulated

Additional During the
Preferred Stock Common Stock Paid in Development
Shares Amount Shares Amount Capital Stage Total

Issuance of
common stock to
Company's
founders in
exchange for
music catalog,
furniture and
fixtures, and
equipment - $ - 4,292 $ 4 $ 4,292,733 $ $ 4,292,737 
Capital
contribution 2 2,000 2,000 
Net loss for
period from
inception (July 1,
2004) to April
30, 2005 (117,246) (117,246)

Balance, April
30, 2005 - $ - 4,294 $ 4 $ 4,294,733 $ (117,246) $ 4,177,491 
Recapitalization
of common and
preferred shares
of GL Energy
and Exploration,
Inc. as acquiree
in merger with
Company as
acquirer 23,980 24 59,972,748 59,973 1,091,044 (1,394,401) (243,360)
Net loss  (1,954,094) (1,954,094)

23,980 $ 24 59,977,042 $ 59,977 $ 5,385,777 $ (3,465,741) $ 1,980,037 

Edgar Filing: American Southwest Music Distribution, Inc - Form 10QSB

8



Balance, April
30, 2006
Common stock
issued for
consulting fees
and services 8,244,138 8,244 1,604,456 1,612,700 
74:1 reverse
stock split - (65,085,460) (65,085) 65,085 - 
Shares issued in
settlement of
notes and loans
payable,
stockholder's and
entities owned by
them 310,451 310 297,722 298,032 
Preferred shares
converted into
common (23,980) (24) 8,101,351 8,101 (8,077) - 
Net loss  (6,744,310) (6,744,310)
Balance, April
30, 2007 - $ - 11,547,522 $ 11,547 $ 7,344,963 $ (10,210,051) $ (2,853,541)
Common stock
issued for cash 2,000,000 2,000 58,000 60,000 
Common stock
issued for
consulting fees
and services 17,500,000 17,500 857,500 875,000 
Net loss  (1,023,705) (1,023,705)
Balance, July 31,
2007 - $ - 31,047,522 $ 31,047 $ 8,260,463 $ (11,233,756) $ (2,942,246)

4
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AMERICAN SOUTHWEST MUSIC DISTRIBUTION, INC.
(FORMERLY KNOWN AS GL ENERGY AND EXPLORATION, INC.)

( A DEVELOPMENT STAGE COMPANY)
CONSOLIDATED STATEMENTS OF CASH FLOWS

Three
Months

ended

July 31, 2007

Three
Months

ended

July 31,
2006

Inception

(July 1,
2004)

through

April 30,
2007

Inception

(July 1,
2004)

through

July 31, 2007

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $ (1,023,705) $ (284,199) $ (8,815,650) $ (9,839,355)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization 5,163 24,224 139,140 144,303 
Loss on impairment of certain titles in Music Catalog - - 4,216,000 4,216,000 
Loss incurred on legal settlement by Company on behalf of entity formerly
owned by significant Company stockholder 11,874 11,874 1,292,083 1,303,957 
Common stock issued for consulting fees and services 875,000 180,000 1,595,247 2,470,247 
Common stock issued for payment of general and administrative expenses paid
on behalf of the Company - - 17,453 17,453 
Debt conversion costs - - 46,232 46,232 
Accounting and legal fees added to notes and loans payable, stockholders and
entities owned by them - - 25,000 25,000 
Net changes in:
Increase in prepaid interest  - (7,500) - 
Decrease (increase) in security deposits 3,370 - (3,370) - 
Increase in accounts and accrued expenses payable 68,293 10,325 378,769 447,062 
NET CASH USED IN OPERATING ACTIVITIES (60,005) (65,276) (1,109,096) (1,169,101)

CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisition of music catalogs - (159,000) (299,983) (299,983)
Acquisition of leasehold improvements, furniture and equipment - (2,000) (16,017) (16,017)
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The following table should be read together with, and is qualified in its entirety
by, our historical financial statements, including the notes thereto, and the more
detailed unaudited pro forma condensed financial information, including the
notes thereto, incorporated by reference in this prospectus supplement. See
“Incorporation of Certain Information by Reference.”

The unaudited pro forma financial information, while helpful in illustrating the
financial characteristics of the Company using certain assumptions, does not
reflect the impact of possible revenue enhancements, expense efficiencies and
asset dispositions, among other factors that may result as a consequence of the
merger and, accordingly, does not attempt to predict or suggest future results. It
also does not necessarily reflect what the historical results of the Company
would have been had they occurred as of the beginning of such periods.

As of and
for the

Six
Months
Ended

June 30,
2014

As of and
for the
Year

Ended
December
31, 2013

(In thousands, except
per share data)

Pro Forma Statement of Operations Data
Operating revenues $22,945 $ 33,534
Net income (loss) available to common stockholders $(3,774 ) $ (6,992 )
Net income (loss) per common share:
Basic $(0.05 ) $ (0.10 )
Diluted $(0.05 ) $ (0.10 )

Pro Forma Balance Sheet Data
Total assets $138,746
Long-term debt $24,775
Stockholders’ equity $57,107

S-9
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Summary Historical and Pro Forma Reserve Data

The following table sets forth information with respect to the historical and pro
forma combined estimated oil, natural gas and natural gas liquids, or NGLs,
reserves as of December 31, 2013 of Yuma Co. and Pyramid. This pro forma
information gives effect to the merger as if it occurred on December 31, 2013.
The Yuma Co. and Pyramid reserve data presented below was derived from
independent engineering reports of each company.  Netherland, Sewell &
Associates, Inc. (“NSAI”) prepared the Yuma Co. reserve estimates as of
December 31, 2013, and MHA Petroleum Consultants, Inc. (“MHA”) prepared
the Pyramid reserve estimates as of December 31, 2013. Future exploration,
exploitation and development expenditures, as well as future commodity prices
and service costs, will affect the reserve volumes attributable to our properties.
The reserve estimates shown below were determined using a 12-month average
price for oil, natural gas and natural gas liquids for the year ended December
31, 2013.

Estimated Quantities of
Reserves as of December 31,

2013
Yuma

Co.
Historical

Pyramid
Historical

Pro Forma
Combined

Estimated Proved Reserves:
Oil (MBbls) 11,615 450 12,065
NGL (MBbls) 2,767 - 2,767
Natural Gas (MMcf) 38,372 14 38,386
Total (Mboe)(1) 20,777 452 21,229
Estimated Proved Developed Reserves:
Oil (MBbls) 1,607 450 2,057
NGL (MBbls) 493 - 493
Natural Gas (MMcf) 10,317 14 10,331
Total (Mboe)(1) 3,819 452 4,271
Estimated Proved Undeveloped Reserves:
Oil (MBbls) 10,008 - 10,008
NGL (MBbls) 2,275 - 2,275
Natural Gas (MMcf) 28,056 - 28,056
Total (Mboe)(1) 16,958 - 16,958

(1)           Assumes a ratio of 6 Mcf of natural gas per barrel of oil.

       The following table sets forth summary historical and pro forma combined
oil, natural gas and natural gas liquids production information for the six
months ended June 30, 2014 and for the year ended December 31, 2013. This
pro forma information gives effect to the merger as if it occurred on January 1,
2014 and January 1, 2013 for the six and twelve month periods, respectively.
The historical Pyramid and Yuma Co. oil, natural gas and natural gas liquids
production data presented below is derived from the independent engineering
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reports of each company.

Six Months Ended June 30, 2014 Year Ended December 31, 2013

Production

Yuma
Co.

Historical
Pyramid

Historical
Pro Forma
Combined

Yuma
Co.

Historical
Pyramid

Historical
Pro Forma
Combined

Oil (Bbls) 123,490 20,000 143,490 184,349 43,000 227,349
NGL
(Bbls)

60,932 - 60,632
51,875 - 51,875

Natural
Gas (Mcf)

1,716,404 - 1,716,404
1,580,468 6,000 1,586,468

Total
(Boe)(1)

470,490 20,000 490,490
499,635 44,000 543,635

(1)           Assumes a ratio of 6 Mcf of natural gas per barrel of oil.

S-10
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THE OFFERING

The following is a brief summary of certain terms of the Series A Preferred
Stock and this offering. For a description of the Series A Preferred Stock, please
see the sections entitled “Description of the Series A Preferred Stock” in this
prospectus supplement and “Description of Preferred Stock” in the accompanying
prospectus.

Issuer Yuma Energy, Inc.

Offered shares of        % Series A Cumulative Redeemable Preferred Stock.

Offering Price per share of Series A Preferred Stock.

DividendsHolders of the Series A Preferred Stock will be entitled to receive
cumulative cash dividends accruing from, and including, the date of
original issuance at an annual rate of        % per annum, based on the
$25.00 per share liquidation preference (equivalent to         per annum
per share).

Under certain conditions relating to non-payment of dividends on the Series A
Preferred Stock or if the Series A Preferred Stock is no longer listed on a
National Exchange, the dividend rate on the Series A Preferred Stock shall be
increased by 2.0% per annum (which will be the equivalent of a         % rate
per annum), which is referred to as the “Penalty Rate.”

Dividends will be payable monthly on the 1st day of each calendar month;
provided that if any dividend payment date is not a business day, then the
dividend which would have been payable on that dividend payment date will be
paid on the next succeeding business day. Dividends will accrue and be
cumulative from, and including, the date of original issuance, which is expected
to be             , 2014.

All dividends shall accrue daily during the relevant dividend period. For the
definition of “dividend payment date” and “dividend period” please see the section
entitled “Description of the Series A Preferred Stock—Dividends.”

Penalties as
a Result of
Failure to
Maintain a
Listing on a
National
Exchange

If we fail to maintain a listing of the Series A Preferred Stock on
the New York Stock Exchange, the NYSE MKT or The NASDAQ
Global, Global Select or Capital Market, or a comparable national
exchange (each a “National Exchange”), for 180 consecutive days,
then (i) the annual dividend rate on the Series A Preferred Stock
will be increased to the Penalty Rate on the 181st day, and (ii) the
holders of Series A Preferred Stock, voting separately as a class
upon which like voting rights have been conferred and are
exercisable, will have the right to elect two directors to serve on
our board of directors in addition to those directors then serving on
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such board. Such increased dividend rate and director service will
continue for so long as the shares of Series A Preferred Stock are
not listed on a National Exchange.

Penalties as
a Result of
Failure to
Pay
Dividends

If, at any time, there is a dividend default because cash dividends
on the outstanding Series A Preferred Stock are accrued but not
paid in full for any monthly dividend period within a quarterly
period for a total of six (6) consecutive or non-consecutive
quarterly periods, then, (i) the annual dividend rate on the Series A
Preferred Stock will be increased to the Penalty Rate commencing
on the first day after the dividend payment date on which such
dividend default occurs; and (ii) the holders of Series A Preferred
Stock, voting separately as a class will have the right to elect two
directors to serve on our board of directors, in addition to those
directors then serving on such board. Once all of the accumulated
and unpaid dividends on the Series A Preferred Stock have been
paid in full and cash dividends at the Penalty Rate have been paid
in full for the two most recent quarterly periods, the dividend rate
will be restored to the stated rate and the term of office of all
directors so elected will terminate with the termination of such
voting rights. The foregoing provisions will not be applicable
unless there is again a failure to pay a dividend during any future
monthly period.

S-11
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No
Maturity

The Series A Preferred Stock has no stated maturity and will not be
subject to any sinking fund or mandatory redemption. Shares of the
Series A Preferred Stock will remain outstanding indefinitely unless
we decide to redeem or otherwise repurchase them as described below
under “—Optional Redemption” or “—Special Optional Redemption” or they
are converted by the holders thereof as described below under
“—Conversion Rights.” We are not required to set aside funds to redeem
the Series A Preferred Stock.

Optional Redemption The Series A Preferred Stock is not redeemable until
the third anniversary of the date we initially issue
the Series A Preferred Stock, except as described
below under “—Special Optional Redemption.” On and
after the third anniversary of the date we initially
issue the Series A Preferred Stock we may, at our
option, redeem the Series A Preferred Stock, in
whole or in part, at any time or from time to time,
for cash at a redemption price of $25.00 per share,
plus any accumulated and unpaid dividends to, but
not including, the date fixed for redemption. See
“Description of the Series A Preferred
Stock—Redemption—Optional Redemption.”

Special Optional
Redemption

Upon the occurrence of a Change of Control as
defined below, provided no Limiting Document (as
defined below) may prohibit it, we may, at our
option, upon not less than 30 nor more than 60 days’
written notice, redeem the Series A Preferred Stock,
in whole or in part, within 120 days after the first
date on which such Change of Control occurred, for
cash at a redemption price of $25.00 per share, plus
any accumulated and unpaid dividends to, but not
including, the date fixed for redemption. If, prior to
the Change of Control Conversion Date (as defined
herein), we have provided notice of our election to
redeem some or all of the shares of Series A
Preferred Stock (whether pursuant to our optional
redemption right described above or this special
optional redemption right), the holders of Series A
Preferred Stock will not have the Change of Control
Conversion Right described below under “Conversion
Rights” with respect to the shares of Series A
Preferred Stock called for redemption. Please see the
section entitled “Description of the Series A Preferred
Stock—Redemption—Special Optional Redemption” in
this prospectus supplement.

A “Change of Control” is deemed to occur when, after any share of Series A
Preferred Stock is originally issued by the Company, any of the following has
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occurred and is continuing on the date:

�         a “person” or “group” (within the meaning of Sections 13(d) and 14(d) of the
Exchange Act) becomes the “beneficial owner” (as defined in Rules 13d-3
and 13d-5 under the Exchange Act, except that a person or group shall
be deemed to have beneficial ownership of all shares of voting stock that
such person or group has the right to acquire regardless of when such
right is first exercisable), directly or indirectly, of voting stock
representing more than 50% of the total voting power of our total voting
stock;

S-12
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�           we sell, transfer, or otherwise dispose of all or substantially all of our
assets; or

 �           
the consummation of a merger or share exchange with another entity
when our stockholders immediately prior to the merger or share
exchange would not beneficially own, immediately after the merger
or share exchange, shares representing 50% or more of the
outstanding voting stock of the entity issuing cash or securities in the
merger or share exchange (without consideration of the rights of any
class of stock to elect directors by a separate group vote), or when
members of our board of directors immediately prior to the merger or
share exchange would not, immediately after the merger or share
exchange, constitute a majority of the board of directors of the entity
issuing cash or securities in the merger or share exchange.

Conversion Rights Upon the occurrence of a Change of Control, each holder of
Series A Preferred Stock will have the right, subject to our
election to redeem the Series A Preferred Stock in whole or
part, as described above under “—Optional Redemption” or
“—Special Optional Redemption,” prior to the Change of Control
Conversion Date, to convert some or all of the Series A
Preferred Stock held by such holder on the Change of
Control Conversion Date into a number of shares of our
common stock per share of Series A Preferred Stock equal to
the lesser of:

�            the quotient obtained by dividing (i) the sum of the $25.00 liquidation
preference per share of Series A Preferred Stock plus the amount of
any accumulated and unpaid dividends thereon to, but not including,
the Change of Control Conversion Date (unless the Change of Control
Conversion Date is after a dividend record date (as defined herein) and
prior to the corresponding dividend payment date (as defined herein)
for the Series A Preferred Stock, in which case no additional amount
for such accrued and unpaid dividends will be included in this sum) by
(ii) the Common Stock Price (as defined herein); and

�                           (the “Share Cap”), subject to adjustments for any splits,
subdivisions or combinations of our common stock;

in each case, on the terms and subject to the conditions described in this
prospectus supplement, including provisions for the receipt, under specified
circumstances, of alternative consideration as described in this prospectus
supplement.

For definitions of “Change of Control Conversion Right,” “Change of Control
Conversion Date” and “Common Stock Price” and a description of certain
adjustments and provisions for the receipt of alternative consideration that may
be applicable to the conversion of Series A Preferred Stock in the event of a
Change of Control, and for other important information, please see the section
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entitled “Description of the Series A Preferred Stock—Change of Control
Conversion Rights.” For definitions of “dividend payment date” and “dividend
record date,” please see the section entitled “Description of the Series A
Preferred Stock—Dividends.”

S-13
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Liquidation
Preference

If we liquidate, dissolve or wind up, holders of the Series A
Preferred Stock will have the right to receive $25.00 per share,
plus any accumulated and unpaid dividends to, but not including,
the date of payment, before any payment is made to the holders of
our common stock. Please see the section entitled “Description of
the Series A Preferred Stock—Liquidation Preference.”

RankingThe Series A Preferred Stock will rank, with respect to rights to the
payment of dividends and the distribution of assets upon our
liquidation, dissolution or winding up, (A) senior to all classes or series
of our common stock and to all other equity securities issued by us
other than equity securities referred to in clause (B); (B) on parity with
our preferred stock and all other equity securities issued by us with
terms specifically providing that those equity securities rank on parity
with the Series A Preferred Stock with respect to rights to the
distribution of our assets upon liquidation, dissolution or winding up;
and (C) effectively junior to all of our existing and future indebtedness
and to the indebtedness of our existing subsidiary and any future
subsidiaries. Please see the section entitled “Description of the Series A
Preferred Stock—Ranking.”

Voting
Rights

Holders of Series A Preferred Stock will generally have no voting
rights. However, if we do not pay dividends on the Series A Preferred
Stock for any monthly dividend period within a quarterly period for a
total of six (6) consecutive or non-consecutive quarterly periods, the
holders of the Series A Preferred Stock (voting separately as a class with
the holders of all other classes or series of our equity securities we may
issue upon which similar voting rights have been conferred and are
exercisable and which are entitled to vote as a class with the Series A
Preferred Stock in the election referred to below) will be entitled to vote
for the election of two additional directors to serve on our board of
directors until we pay, or declare and set aside funds for the payment of,
all dividends that we owe on the Series A Preferred Stock, subject to
certain limitations described in the section entitled “Description of the
Series A Preferred Stock—Voting Rights.” In addition, the affirmative vote
of the holders of at least two-thirds of the outstanding shares of Series A
Preferred Stock is required for us to authorize or issue any class or
series of stock ranking senior to the Series A Preferred Stock with
respect to the payment of dividends or the distribution of assets on
liquidation, dissolution or winding up, to amend any provision of our
restated articles of incorporation so as to materially and adversely affect
any rights of the Series A Preferred Stock or to take certain other
actions. Please see the section entitled “Description of the Series A
Preferred Stock—Voting Rights.”

Information
Rights

During any period in which we are not subject to Section 13 or
15(d) of the Exchange Act and any shares of Series A Preferred
Stock are outstanding, we will use our best efforts to (i) transmit by
mail (or other permissible means under the Exchange Act) to all
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holders of Series A Preferred Stock, as their names and addresses
appear on our record books and without cost to such holders, copies
of the annual reports on Form 10-K and quarterly reports on Form
10-Q that we would have been required to file with the SEC
pursuant to Section 13 or 15(d) of the Exchange Act if we were
subject thereto (other than any exhibits that would have been
required) and (ii) promptly, upon request, supply copies of such
reports to any holders or prospective holders of Series A Preferred
Stock, subject to certain exceptions described in this prospectus
supplement. We will use our best efforts to mail (or otherwise
provide) the information to the holders of the Series A Preferred
Stock within 15 days after the respective dates by which a periodic
report on Form 10-K or Form 10-Q, as the case may be, in respect
of such information would have been required to be filed with the
SEC, if we were subject to Section 13 or 15(d) of the Exchange
Act, in each case, based on the dates on which we would be
required to file such periodic reports if we were a “non-accelerated
filer” within the meaning of the Exchange Act.

S-14
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ListingNo current market exists for the Series A Preferred Stock. We have filed
an application to list the Series A Preferred Stock on the NYSE MKT. In
order to list, the NYSE MKT requires that there will be at least 100,000
shares of Series A Preferred Stock publicly held having an aggregate
market value of at least $2,000,000. If approved for listing, we expect
that trading on the NYSE MKT will commence within 30 days after the
date of initial issuance of the Series A Preferred Stock. Certain of the
underwriters have advised us that they intend to make a market in the
Series A Preferred Stock prior to the commencement of any trading on
the NYSE MKT, but they are not obligated to do so and may discontinue
market making at any time without notice. We cannot assure you that a
market for the Series A Preferred Stock will develop prior to
commencement of trading on the NYSE MKT or, if developed, will be
maintained or will provide you with adequate liquidity.

Use of
Proceeds

We expect to utilize most of the net proceeds from the sale of shares
of the Series A Preferred Stock to pre-pay outstanding indebtedness
under our credit agreement. Further, we expect to use any remaining
net proceeds to us along with our cash flow and our credit facility to
fund drilling and development expenditures on our on our existing
inventory of exploration and development drilling projects and for
incremental leasehold acquisitions. Please see the section entitled “Use
of Proceeds” in this prospectus supplement on page S-28.

Risk
Factors

Investing in our Series A Preferred Stock involves risks. You should
carefully consider the risks described under “Risk Factors” in this
prospectus supplement, in our most recent Annual Report on Form
10-K and our subsequent Quarterly Reports on Form 10-Q as well as
the other information contained or incorporated by reference in this
prospectus supplement and the accompanying prospectus before
making a decision to invest in our securities.

Material U.S.
Federal Income
Tax
Considerations

For a discussion of the material federal income tax
consequences of purchasing, owning and disposing of the
Series A Preferred Stock and any common stock received
upon conversion of the Series A Preferred Stock, please see
the section entitled “Material U.S. Federal Income Tax
Consequences.” You should consult your tax advisor with
respect to the U.S. federal income tax consequences of
owning the Series A Preferred Stock in light of your own
particular situation and with respect to any tax consequences
arising under the laws of any state, local, foreign or other
taxing jurisdiction.

Book-Entry
and Form

The Series A Preferred Stock will be issued and maintained in
book entry form registered in the name of the nominee of The
Depository Trust Company, or “DTC.”
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RISK FACTORS

Investing in our securities involves risks. Our business, financial condition,
operating results and cash flows can be impacted by a number of factors, any of
which could cause our results to vary materially from recent results or from our
anticipated future results. See the risk factors described in our Annual Report on
Form 10-K for the fiscal year ended December 31, 2013, as amended, together
with any material changes thereto contained in the subsequently filed Quarterly
Reports on Form 10-Q, and those contained in our other filings with the SEC,
which are incorporated by reference in this prospectus. See “Incorporation of
Certain Information by Reference” beginning on page S-57. Before making an
investment decision, you should carefully consider these risks as well as other
information we include or incorporate by reference in this prospectus
supplement and the accompanying prospectus. These risks could materially
affect our business, results of operations or financial condition and cause the
value of our securities to decline. You could lose all or part of your investment.

Risks Relating to This Offering

The Series A Preferred Stock is a new issuance of securities and does not have
an established trading market, which may negatively affect its market value and
your ability to transfer or sell your shares; the Series A Preferred Stock has no
stated maturity date.

The shares of Series A Preferred Stock are a new issuance of securities with no
established trading market. Since the securities have no stated maturity date,
investors seeking liquidity will be limited to selling their shares in the
secondary market. Subject to issuance, we anticipate that our shares of Series A
Preferred Stock will be approved for listing on the NYSE MKT under the
symbol “YUMAprA.” An active trading market for the shares may not develop or,
even if it develops, may not last, in which case the trading price of the shares
could be adversely affected and your ability to transfer your shares of Series A
Preferred Stock will be limited.

The market value of the Series A Preferred Stock could be adversely affected
by various factors.

The trading price of the shares of Series A Preferred Stock may depend on
many factors, including:

� market liquidity;

� prevailing interest rates;

� the market for similar securities;

� general economic conditions; and

� our financial condition, performance and prospects.
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For example, higher market interest rates could cause the market price of the
Series A Preferred Stock to decrease.

We could be prevented from paying cash dividends on the Series A Preferred
Stock.

Although dividends on the series A Preferred Stock are cumulative and
arrearages will accrue until paid, you will only receive cash dividends on the
Series A Preferred Stock if we have funds legally available for the payment of
dividends and such payment is not restricted or prohibited by law.

Under California law, cash dividends on capital stock may not be paid if, after
giving such dividend payment effect, we would be unable to pay our debts as
they become due or our total assets would be less than our total liabilities.
Unless we continue to have more assets than liabilities, our ability to pay cash
dividends on the Series A Preferred Stock would require we pay dividends out
of the excess of the amount of our assets over the amount of our liabilities.

Further, even if the amount of our assets exceeds our liabilities, we may not
have sufficient cash to pay dividends on the Series A Preferred Stock.
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Our credit agreement contains provisions that prohibit us from paying cash
dividends or dividends paid in equity interests if a default or an event of default
exists at the time of, or would be caused by, such payment. As such, we could
become unable, on a temporary or permanent basis, to pay dividends on the
shares of Series A Preferred Stock. Future debt, contractual provisions, or
arrangements that we may enter into in the future may also restrict or prevent
future dividend payments.

The payment of any future dividends will be determined by our board of
directors in light of conditions then existing, including earnings, financial
condition, capital requirements, restrictions in financing agreements, business
conditions, and other factors affecting us as a whole. Accordingly, there is no
guarantee that we will be able to pay any dividends on the Series A Preferred
Stock.

We may depend on the ability of our subsidiaries to transfer funds to us to meet
our dividend payment and other obligations.

Our principal revenue generating activities are in our subsidiaries and our
ability to pay dividends, interest payments, loans and other distributions is
limited by our subsidiaries’ operating results and their ability to transfer cash to
us.

The Series A Preferred Stock has not been rated by any independent rating
organization and our payment obligations with respect to the shares of Series A
Preferred Stock will be effectively subordinate to all of our existing and future
debt.

The Series A Preferred Stock has not been rated by any nationally recognized
statistical rating organization. In addition, the Series A Preferred Stock will be
subordinate to all of our existing and future debt and all future capital stock
designated as senior to the Series A Preferred Stock with respect to dividend
rights and rights upon our liquidation, winding up or dissolution. As of October
10, 2014, our total outstanding indebtedness was approximately $29.6 million.
We may incur additional indebtedness in the future, including increases in the
amount drawn under our credit agreement, to financing the development of our
properties. The terms of the Series A Preferred Stock do not require us to obtain
the approval of the holders of the Series A Preferred Stock prior to incurring
additional indebtedness. Our obligation to repay borrowings, including any
future draws under our credit agreement, will be senior to the payment of
dividends on the Series A Preferred Stock. Further, our existing and future
indebtedness may be subject to restrictive covenants or other provisions that
may prevent or otherwise limit our ability to make dividend or liquidation
payments on the Series A Preferred Stock. Upon our liquidation, our obligations
to our creditors would rank senior to the Series A Preferred Stock and would be
required to be paid before any payments could be made to holders of the Series
A Preferred Stock.

Investors should not expect us to redeem the Series A Preferred Stock on the
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date the Series A Preferred Stock becomes redeemable by us or on any
particular date afterwards.

The shares of Series A Preferred Stock have no maturity or mandatory
redemption date and are not redeemable at the option of investors under any
circumstances. By its terms, the Series A Preferred Stock may be redeemed by
us at our option, either in whole or in part, at any time on or after October    ,
2017, except upon the occurrence of a Change of Control. Any decision we may
make at any time to redeem the Series A Preferred Stock will depend upon,
among other things, our evaluation of our capital position, including the
composition of our stockholders’ equity and general market conditions at that
time.

You may not be able to exercise conversion rights upon a Change of Control. If
exercisable, the Change of Control conversion rights may not adequately
compensate you and may make it more difficult for a party to take over the
Company or discourage a party from taking over the Company.

Upon the occurrence of a Change of Control, each holder of the Series A
Preferred Stock may have the right to convert some or all of their Series A
Preferred Stock into shares of our common stock (or equivalent value of
alternative consideration). Notwithstanding the foregoing, holders of Series A
Preferred Stock will not be able to convert their Series A Preferred Stock if,
prior to the date on which the shares of the acquiring entity are converted
pursuant to a Change of Control, we have provided or provide notice of our
election to redeem the Series A Preferred Stock, in which case, holders will
have the right only with respect to shares of Series A Preferred Stock that are
not selected for redemption unless we default in payment of the redemption
price.
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Notwithstanding that we generally may not redeem the Series A Preferred Stock
prior to October    , 2017, we have right to redeem the Series A Preferred Stock
in the event of such a Change of Control, and holders of the Series A Preferred
Stock will not have the right to convert any shares that we have elected to
redeem prior to the Change of Control Conversion Date unless we default in
payment of the redemption price. See “Description of the Series A Preferred
Stock—Redemption—Optional Redemption” on page S-34 and “Description of the
Series A Preferred Stock—Redemption—Special Optional Redemption” on page
S-34.

The type of “Change of Control” transaction in which the conversion rights apply,
and in which we have the right to redeem the Series A Preferred Stock, is very
limited. A “Change of Control” under these circumstances shall be deemed to
have occurred when, after any share of Series A Preferred Stock is originally
issued by us, any of the following has occurred and is continuing: (i) a “person” or
“group” (within the meaning of Sections 13(d) and 14(d) of the Exchange Act)
becomes the “beneficial owner” (as defined in Rules 13d-3 and 13d-5 under the
Exchange Act, except that a person or group shall be deemed to have beneficial
ownership of all shares of voting stock that such person or group has the right to
acquire regardless of when such right is first exercisable), directly or indirectly,
of voting stock representing more than 50% of the total voting power of our
voting stock; (ii) we sell, transfer, or otherwise dispose of all or substantially all
of our assets; or (iii) the consummation of a merger or share exchange with
another entity when our stockholders immediately prior to the merger or share
exchange would not beneficially own, immediately after the merger or share
exchange, shares representing 50% or more of the outstanding voting stock of
the entity issuing cash or securities in the merger or share exchange (without
consideration of the rights of any class of stock to elect directors by a separate
group vote), or when members of our board of directors immediately prior to
the merger or share exchange would not, immediately after the merger or share
exchange, constitute a majority of the board of directors of the entity issuing
cash or securities in the merger or share exchange.

In addition, the Change of Control conversion feature of the Series A Preferred
Stock may have the effect of discouraging a third party from making an
acquisition proposal for our company or of delaying, deferring, or preventing
certain Change of Control transactions of our company under circumstances
that otherwise could provide the holders of our common stock and Series A
Preferred Stock with the opportunity to realize a premium over the then-current
market price or that stockholders may otherwise believe is in their best interests.

Holders of Series A Preferred Stock have extremely limited voting rights.

Except as expressly stated in the Certificate of Determination of the Series A
Preferred Stock, as a holder of Series A Preferred Stock, you will not have any
relative, participating, optional, or other special voting rights and powers, and
your approval will not be required for the taking of any corporate action. For
example, your approval would not be required for any merger or consolidation
in which we are involved or a sale of all or substantially all of our assets, except

Edgar Filing: American Southwest Music Distribution, Inc - Form 10QSB

28



to the extent that such transaction materially and adversely changes the express
powers, preferences, rights, or privileges of the holders of Series A Preferred
Stock. None of the provisions relating to the Series A Preferred Stock contains
any provisions affording the holders of the Series A Preferred Stock protection
in the event of a highly leveraged or other transaction, including a merger or the
sale, lease, or conveyance of all or substantially all of our assets or business,
that might adversely affect the holders of the Series A Preferred Stock, so long
as the terms and rights of the holders of Series A Preferred Stock are not
materially and adversely changed. See “Description of the Series A Preferred
Stock—Voting Rights” on page S-40 of this prospectus supplement.

The issuance of future offerings of preferred stock may adversely affect the
value of the Series A Preferred Stock.

Our articles of incorporation currently authorize the issuance of up to
10,000,000 shares of preferred stock in one or more series on terms that may be
determined at the time of issuance by our board of directors. The issuance of
additional shares of Series A Preferred Stock and preferred stock that would
rank on parity with the Series A Preferred Stock could have the effect of
reducing the amounts available to the Series A Preferred Stock issued in this
offering upon our liquidation, dissolution, or the winding up of our affairs. It
also may reduce dividend payments on the Series A Preferred Stock issued in
this offering if we do not have sufficient funds to pay dividends on all Series A
Preferred Stock outstanding and other classes of stock with equal priority with
respect to dividends.
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In addition, although holders of Series A Preferred Stock are entitled to limited
voting rights, as described in “Description of the Series A Preferred Stock—Voting
Rights,” with respect to such matters, the Series A Preferred Stock will vote
separately as a class along with the holders of all other classes or series of our
equity securities we may issue upon which similar voting rights have been
conferred and are exercisable and which are entitled to vote as a class with the
Series A Preferred Stock. As a result, the voting rights of holders of Series A
Preferred Stock may be significantly diluted, and the holders of such other
series of preferred stock that we may issue may be able to control or
significantly influence the outcome of any vote.

Future issuances and sales of preferred stock ranking on parity with the Series
A Preferred Stock, or the perception that such issuances and sales could occur,
may cause prevailing market prices for the Series A Preferred Stock and our
common stock to decline and may adversely affect our ability to raise additional
capital in the financial markets at times and prices favorable to us.

Corporate holders of the Series A Preferred Stock may be unable to use the
dividends-received deduction.

Distributions paid to corporate U.S. holders of the Series A Preferred Stock will
be eligible for the dividends-received deduction only if we have current or
accumulated earnings and profits, as determined for U.S. federal income tax
purposes. As of the date of this prospectus supplement, we do not believe we
have any accumulated earnings and profits for U.S. federal income tax
purposes. Additionally, we may not have sufficient current earnings and profits
during future fiscal years for the distributions on the Series A Preferred Stock to
qualify as dividends for U.S. federal income tax purposes. If a distribution with
respect to our Series A Preferred Stock fails to qualify as a dividend, U.S.
corporate holders would be unable to use the dividends-received deduction. For
additional information, see “Material U.S. Federal Income Tax Consequences”
beginning on page S-44 of this prospectus supplement.

Non-U.S. holders may be subject to U.S. income tax with respect to gain on
disposition of their Series A Preferred Stock.

If we are a United States real property holding corporation at any time within
the five-year period preceding a disposition of Series A Preferred Stock or our
common stock received with respect to the Series A Preferred Stock by a
non-U.S. holder or the holder’s holding period of the stock disposed of,
whichever period is shorter, such non-U.S. holder may be subject to U.S.
federal income tax with respect to gain on such disposition. If we are a United
States real property holding corporation, so long as the Series A Preferred Stock
and our common stock are regularly traded on an established securities market,
a non-U.S. holder will not be subject to U.S. federal income tax on the
disposition of the Series A Preferred Stock or our common stock if it holds and
has held (during the shorter of the five-year period immediately preceding the
date of disposition or the holder’s holding period) not more than 5% of the total
outstanding shares of the Series A Preferred Stock or our common stock, as the
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case may be. We believe that we are not a United States real property holding
corporation (and do not believe we will become a United States real property
holding corporation in the future), in which case, a non-U.S. holder will not be
subject to U.S. federal income tax on the disposition of the Series A Preferred
Stock or our common stock. For additional information concerning these
matters, see “Material U.S. Federal Income Tax Consequences” beginning on
page S-44 of this prospectus supplement.

Risks Relating to Our Business

You should read and consider the following risk factors specific to our business.

Oil and natural gas prices are volatile, and low prices could have a material
adverse impact on our business.

Our revenues, profitability and future growth and the carrying value of our
properties depend substantially on prevailing oil and natural gas prices. Prices
also affect the amount of cash flow available for capital expenditures and our
ability to borrow and raise additional capital. The amount we will be able to
borrow under our credit agreement will be subject to periodic redetermination
based in part on current oil and natural gas prices and on changing expectations
of future prices. Lower prices may also reduce the amount of oil and natural gas
that we can economically produce and have an adverse effect on the value of
our properties.
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Historically, the markets for oil and natural gas have been volatile, and they are
likely to continue to be volatile in the future. Among the factors that can cause
volatility are:

� the domestic and foreign supply of oil and natural gas;

� the ability of members of the Organization of Petroleum Exporting Countries
and other producing countries to agree upon and maintain oil prices and
production levels;

�social unrest and political instability, particularly in major oil and natural gas
producing regions outside the United States, such as northern Africa and the
Middle East, and armed conflict or terrorist attacks, whether or not in oil or
natural gas producing regions;

� the level of consumer product demand;

� the growth of consumer product demand in emerging markets, such as China;

� labor unrest in oil and natural gas producing regions;

�weather conditions, including hurricanes and other natural occurrences that
affect the supply and/or demand of oil and natural gas;

� the price and availability of alternative fuels;

� the price of foreign imports;

� worldwide economic conditions; and

� the availability of liquid natural gas imports.

These external factors and the volatile nature of the energy markets make it
difficult to estimate future prices of oil and natural gas.

We depend on computer and telecommunications systems and failures in our
systems or cyber security attacks could significantly disrupt our business
operations.

We have entered into agreements with third parties for hardware, software,
telecommunications and other information technology services in connection
with our business. It is possible we could incur interruptions from cyber
security attacks, computer viruses or malware. We believe that we have positive
relations with our related vendors and maintain adequate anti-virus and malware
software and controls; however, any interruptions to our arrangements with
third parties to our computing and communications infrastructure or our
information systems could significantly disrupt our business operations.

We may not be able to drill wells on a substantial portion of our acreage.
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We may not be able to drill on a substantial portion of our acreage for various
reasons. We may not generate or be able to raise sufficient capital to do so.
Future deterioration in commodities prices may also make drilling some acreage
uneconomic. Our actual drilling activities and future drilling budget will depend
on drilling results, oil and natural gas prices, the availability and cost of capital,
drilling and production costs, availability of drilling services and equipment,
lease expirations, gathering system and pipeline transportation constraints,
regulatory approvals and other factors. In addition, any drilling we are able to
conduct may not be successful or add additional proved reserves to our overall
proved reserves, which could have a material adverse effect on our future
business, financial condition and results of operations.
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Our ability to sell our production and/or receive market prices for our
production may be adversely affected by transportation capacity constraints and
interruptions.

If the amount of natural gas, condensate or oil being produced by us and others
exceeds the capacity of the various transportation pipelines and gathering
systems available in our operating areas, it will be necessary for new
transportation pipelines and gathering systems to be built. Or, in the case of oil
and condensate, it will be necessary for us to rely more heavily on trucks to
transport our production, which is more expensive and less efficient than
transportation via pipeline. Currently, we anticipate that additional pipeline
capacity will be required in the Bakken / Three Forks formations area to
transport oil and condensate production, which increased substantially during
2012 and 2013 and is expected to continue to increase. The construction of new
pipelines and gathering systems is capital intensive and construction may be
postponed, interrupted or cancelled in response to changing economic
conditions and the availability and cost of capital. In addition, capital
constraints could limit our ability to build gathering systems to transport our
production to transportation pipelines. In such event, costs to transport our
production may increase materially or we might have to shut in our wells
awaiting a pipeline connection or capacity and/or sell our production at much
lower prices than market or than we currently project, which would adversely
affect our results of operations.

A portion of our production may also be interrupted, or shut in, from time to
time for numerous other reasons, including as a result of weather conditions,
accidents, loss of pipeline or gathering system access, field labor issues or
strikes, or we might voluntarily curtail production in response to market
conditions. If a substantial amount of our production is interrupted at the same
time, it could adversely affect our cash flow.

Unless we replace our reserves, our reserves and production will decline, which
would adversely affect our financial condition, results of operations and cash
flows.

Producing oil and natural gas reservoirs generally are characterized by declining
production rates that vary depending upon reservoir characteristics and other
factors. Decline rates are typically greatest early in the productive life of a well.
Estimates of the decline rate of an oil or natural gas well are inherently
imprecise, and are less precise with respect to new or emerging oil and natural
gas formations with limited production histories than for more developed
formations with established production histories. Our production levels and the
reserves that we currently expect to recover from our wells will change if
production from our existing wells decline in a different manner than we have
estimated and can change under other circumstances. Thus, our future oil and
natural gas reserves and production and, therefore, our cash flows and results of
operations are highly dependent upon our success in efficiently developing and
exploiting our current properties and economically finding or acquiring
additional recoverable reserves. We may not be able to develop, find or acquire
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additional reserves to replace current and future production at acceptable costs.
If we are unable to replace current and future production, cash flows and the
value of reserves may decrease, adversely affecting our business, financial
condition and results of operations.

Estimates of proved oil and natural gas reserves involve assumptions and any
material inaccuracies in these assumptions will materially affect the quantities
and the value of our reserves.

This prospectus supplement contains estimates of our proved oil and natural gas
reserves. These estimates are based upon various assumptions, including
assumptions required by the SEC relating to oil and natural gas prices, drilling
and operating expenses, capital expenditures, taxes and availability of funds.
The process of estimating oil and natural gas reserves is complex. This process
requires significant decisions and assumptions in the evaluation of available
geological, geophysical, engineering and economic data for each reservoir.
Therefore, these estimates are inherently imprecise.

Actual future production, oil and natural gas prices, revenues, taxes,
development expenditures, operating expenses and quantities of recoverable oil
and natural gas reserves will vary from those estimated. Any significant
variance could materially affect the estimated quantities and the value of our
reserves. Our properties may also be susceptible to hydrocarbon drainage from
production by other operators on adjacent properties. In addition, we may adjust
estimates of proved reserves to reflect production history, results of exploration
and development, prevailing oil and natural gas prices and other factors, many
of which are beyond our control.

At December 31, 2013, approximately 80.0% of our estimated reserves (as
consolidated on a pro forma basis with our two subsidiaries) were classified as
proved undeveloped. Recovery of proved undeveloped reserves requires
significant capital expenditures and successful drilling operations. The reserve
data assume that we will make significant capital expenditures to develop our
reserves. The estimates of these oil and natural gas reserves and the costs
associated with development of these reserves have been prepared in
accordance with SEC regulations; however, actual capital expenditures will
likely vary from estimated capital expenditures, development may not occur as
scheduled and actual results may not be as estimated.
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We depend substantially on the continued presence of key personnel for critical
management decisions and industry contacts.

Our success depends upon the continued contributions of our executive officers
and key employees, particularly with respect to providing the critical
management decisions and contacts necessary to manage and maintain growth
within a highly competitive industry. Competition for qualified personnel can
be intense, particularly in the oil and natural gas industry, and there are a
limited number of people with the requisite knowledge and experience. Under
these conditions, we could be unable to attract and retain these personnel. The
loss of the services of any of our executive officers or other key employees for
any reason could have a material adverse effect on our business, operating
results, financial condition and cash flows.

Our business is highly competitive.

The oil and natural gas industry is highly competitive in many respects,
including identification of attractive oil and natural gas properties for
acquisition, drilling and development, securing financing for such activities and
obtaining the necessary equipment and personnel to conduct such operations
and activities. In seeking suitable opportunities, we compete with a number of
other companies, including large oil and natural gas companies and other
independent operators with greater financial resources, larger numbers of
personnel and facilities, and, in some cases, with more expertise than we have.

Our oil and natural gas activities are subject to various risks which are beyond
our control.

Our operations are subject to many risks and hazards incident to exploring and
drilling for, producing, transporting, marketing and selling oil and natural gas.
Although we may take precautionary measures, many of these risks and hazards
are beyond our control and unavoidable under the circumstances. Many of these
risks or hazards could materially and adversely affect our revenues and
expenses, the ability of certain of our wells to produce oil and natural gas in
commercial quantities, the rate of production and the economics of the
development of, and our investment in the prospects in which we have or will
acquire an interest. Any of these risks and hazards could materially and
adversely affect our financial condition, results of operations and cash flows.
Such risks and hazards include:

�human error, accidents, labor force and other factors beyond our control that
may cause personal injuries or death to persons and destruction or damage to
equipment and facilities;

�blowouts, fires, hurricanes, pollution and equipment failures that may result in
damage to or destruction of wells, producing formations, production facilities
and equipment and increased drilling and production costs;

� unavailability of materials and equipment;
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� engineering and construction delays;

� unanticipated transportation costs and delays;

� unfavorable weather conditions;

�hazards resulting from unusual or unexpected geological or environmental
conditions;

� environmental regulations and requirements;

�accidental leakage of toxic or hazardous materials, such as petroleum liquids
or drilling fluids, into the environment;

�hazards resulting from the presence of hydrogen sulfide or other contaminants
in natural gas we produce;

�changes in laws and regulations, including laws and regulations applicable to
oil and natural gas activities or markets for the oil and natural gas produced;

S-22

Edgar Filing: American Southwest Music Distribution, Inc - Form 10QSB

37



�fluctuations in supply and demand for oil and natural gas causing variations of
the prices we receive for our oil and natural gas production; and

� the availability of alternative fuels and the price at which they become
available.

As a result of these risks, expenditures, quantities and rates of production,
revenues and operating costs may be materially adversely affected and may
differ materially from those we anticipate.

Our exploration and development drilling efforts and the operation of our wells
may not be profitable or achieve our targeted returns.

We require significant amounts of undeveloped leasehold acreage to further our
development efforts. Exploration, development, drilling and production
activities are subject to many risks, including the risk that commercially
productive reservoirs will not be discovered. We invest in property, including
undeveloped leasehold acreage, which we believe will result in projects that
will add value over time. Our leasehold acreage may not be profitably
developed, new wells drilled by us may not be productive and we may not
recover all or any portion of our investment in such leasehold acreage or wells.
Drilling for oil and natural gas may involve unprofitable efforts, not only from
dry wells but also from wells that are productive but do not produce sufficient
revenues to return a profit after deducting operating and other costs. In addition,
wells that are profitable may not achieve our targeted rate of return. Our ability
to achieve our target results is dependent upon the current and future market
prices for oil and natural gas, costs associated with producing oil and natural
gas and our ability to add reserves at an acceptable cost.

In addition, we may not be successful in controlling our drilling and production
costs to improve our overall return. The cost of drilling, completing and
operating a well is often uncertain and cost factors can adversely affect the
economics of a project. /we cannot predict the cost of drilling and completing a
well, and we may be forced to limit, delay or cancel drilling operations as a
result of a variety of factors, including:

� unexpected drilling conditions;

� pressure or irregularities in formations;

�equipment failures or accidents and shortages or delays in the availability of
drilling and completion equipment and services;

� adverse weather conditions, including hurricanes; and

� compliance with governmental requirements.

We are subject to complex federal, state, local and other laws and regulations
that could adversely affect the cost, manner or feasibility of doing business.
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Companies that explore for and develop, produce, sell and transport oil and
natural gas in the United States are subject to extensive federal, state and local
laws and regulations, including complex tax and environmental, health and
safety laws and their corresponding regulations, and are required to obtain
various permits and approvals from federal, state and local agencies. If these
permits are not issued or unfavorable restrictions or conditions are imposed on
our drilling activities, we may not be able to conduct operations as planned. We
may be required to make large expenditures to comply with governmental
regulations. Matters subject to regulation include:

� water discharge and disposal permits for drilling operations;

� drilling bonds;

� drilling permits;

� reports concerning operations;

� air quality, noise levels and related permits;

� spacing of wells;
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� rights-of-way and easements;

� unitization and pooling of properties;

� pipeline construction;

� gathering, transportation and marketing of oil and natural gas;

� taxation; and

� waste transport and disposal permits and requirements.

Failure to comply with these laws may result in the suspension or termination of
operations and subject us to liabilities under administrative, civil and criminal
penalties. Compliance costs can be significant. Moreover, these laws or the
enforcement thereof could change in ways that substantially increase our costs
of doing business. Any such liabilities, penalties, suspensions, terminations or
regulatory changes could materially and adversely affect our business, financial
condition and results of operations. Under these laws and other environmental
health and safety laws and regulations, we could be held liable for personal
injuries, property damage (including site clean-up and restoration costs) and
other damages including the assessment of natural resource damages. Failure to
comply with these laws and regulations may also result in the suspension or
termination of our operations and subject us to administrative, civil and criminal
penalties. Some laws and regulations may impose strict as well as joint and
several liability for environmental contamination, which could subject us to
liability for the conduct of others or for our own actions that were in compliance
with all applicable laws at the time such actions were taken. Environmental and
other governmental laws and regulations also increase the costs to plan, design,
drill, install, operate and abandon oil and natural gas wells. Moreover, public
interest in environmental protection has increased in recent years, and
environmental organizations have opposed, with some success, certain drilling
projects. Part of the regulatory environment in which we operate includes, in
some cases, federal requirements for performing or preparing environmental
assessments, environmental impact studies and/or plans of development before
commencing exploration and production activities. In addition, our activities are
subject to regulation by oil and natural gas-producing states relating to
conservation practices and protection of correlative rights. These regulations
affect our operations and limit the quantity of oil and natural gas we may
produce and sell. Delays in obtaining regulatory approvals or necessary permits,
the failure to obtain a permit or the receipt of a permit with excessive conditions
or costs could have a material adverse effect on our ability to explore on,
develop or produce our properties. Additionally, the oil and natural gas
regulatory environment could change in ways that might substantially increase
the financial and managerial costs to comply with the requirements of these
laws and regulations and, consequently, adversely affect our profitability.

Federal, state and local legislation and regulatory initiatives relating to
hydraulic fracturing could result in increased costs and additional operating
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restrictions or delays.

From time to time, legislation has been proposed in Congress to amend the
federal Safe Drinking Water Act to require federal permitting of hydraulic
fracturing and the disclosure of chemicals used in the hydraulic fracturing
process. Federal, state, tribal and local governments have been adopting or
considering restrictions on or prohibitions of fracturing in areas where we have
operated and non-operated working interests and the operator of such properties
could be subject to additional levels of regulation, operational delays or
increased operating costs and could have regulatory burdens imposed upon it
that could make it more difficult to perform hydraulic fracturing and increase
the costs of compliance and doing business.

At the Federal level, for example, the EPA is conducting a wide-ranging study
on the effects of hydraulic fracturing on drinking water resources. In December
2012, the EPA issued a progress report describing its ongoing study, and
announcing its expectation that a final draft report will be released for public
comment and peer review in 2014. Other governmental reviews have also been
recently conducted or are under way that focus on environmental aspects of
hydraulic fracturing, including for example, a Federal Bureau of Land
Management rulemaking for hydraulic fracturing practices on federal and
Indian lands that has resulted in a May 2013 proposal that would require public
disclosure of chemicals used in hydraulic fracturing on federal and Indian lands,
confirmation that the wells used in fracturing operations meet proper
construction standards and development of plans for managing flowback water
from such activities. These activities could result in additional regulatory
scrutiny that could make it difficult to perform hydraulic fracturing and increase
the costs of compliance and doing business with regard to our operated and
non-operated properties.
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Certain states likewise have adopted, and other states are considering the
adoption of regulations that impose new or more stringent permitting,
disclosure and well construction requirements on hydraulic fracturing
operations. In addition to state laws, local land use restrictions, such as city
ordinances, may restrict or prohibit drilling in general or hydraulic fracturing in
particular. Such efforts have extended to bans on hydraulic fracturing.

As a working interest owner, we use a significant amount of water with respect
to hydraulic fracturing operations. The inability to locate sufficient amounts of
water, or dispose of or recycle water used in exploration and production
operations, could adversely impact our operations. Moreover, new
environmental initiatives and regulations could include restrictions on our
ability to participate in certain operations such as hydraulic fracturing or
disposal of waste, including, but not limited to, produced water, drilling fluids
and other wastes associated with the exploration, development or production of
oil and natural gas. Compliance with environmental regulations and regulatory
permit requirements governing the withdrawal, storage and use of surface water
or groundwater necessary for hydraulic fracturing of wells may increase the
operating costs of our properties and cause delays, interruptions or termination
of operations, all of which could have an adverse effect on our results of
operations and financial condition.

Hydraulic fracturing involves the injection of water, sand and various chemicals
under pressure into geologic formations to fracture the surrounding rock and
stimulate production. This process may give rise to operational issues such as
an underground migration of water and chemicals to unintended areas, wellbore
integrity, possible surface spillage and contamination caused by mishandling of
fracturing fluids, including chemical additives. Properly administering the
hydraulic fracturing process entails operational costs and a failure to properly
administer the process could cause significant remedial and financial costs.

Regulation related to global warming and climate change could have an adverse
effect on our operations and demand for oil and natural gas.

Studies over recent years have indicated that emissions of certain gases may be
contributing to warming of the Earth’s atmosphere. In response to these studies,
governments have begun adopting domestic and international climate change
regulations that require reporting and reductions of the emission of greenhouse
gases. Methane, a primary component of natural gas, and carbon dioxide, a
byproduct of the burning of oil, natural gas and refined petroleum products, are
considered greenhouse gases. Internationally, the United Nations Framework
Convention on Climate Change, and the Kyoto Protocol address greenhouse gas
emissions, and several countries, including those comprising the European
Union, have established greenhouse gas regulatory systems. In the United
States, at the state level, many states, either individually or through multi-state
regional initiatives, have begun implementing legal measures to reduce
emissions of greenhouse gases, primarily through the planned development of
emission inventories, emission targets, greenhouse gas cap and trade programs
or incentives for renewable energy generation, while others have considered

Edgar Filing: American Southwest Music Distribution, Inc - Form 10QSB

42



adopting such greenhouse gas programs.

Any laws or regulations that may be adopted to restrict or reduce emissions of
greenhouse gases could require us to incur additional operating costs, such as
costs to purchase and operate emissions or other compliance costs, and reduce
demand for its products.

The ongoing implementation of federal legislation enacted in 2010 could have
an adverse impact on our ability to use derivative instruments to reduce the
effects of commodity prices, interest rates and other risks associated with its
business.

Historically, we have entered into a number of commodity derivative contracts
in order to hedge a portion of our oil and natural gas production and,
periodically, interest expense. On July 21, 2010, President Obama signed into
law the Dodd-Frank Wall Street Reform and Consumer Protection Act, or the
Dodd-Frank Act, which requires the SEC and the Commodity Futures Trading
Commission (or CFTC), along with other federal agencies, to promulgate
regulations implementing the new legislation. The CFTC, in coordination with
the SEC and various U.S. federal banking regulators, has issued regulations to
implement the so-called “Volcker Rule” under which banking entities are
generally prohibited from proprietary trading of derivatives. Although
conditional exemptions from this general prohibition are available, the Volcker
Rule may limit the trading activities of banking entities that have been
counterparties to our derivatives trades in the past. Also, a provision of the
Dodd-Frank Act known as the “swaps push-out rule” may require some of the
banking counterparties to our commodity derivative contracts to “push out” some
of their derivatives activities to a separate entity, which may not be as
creditworthy as the current counterparty.
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The CFTC also has finalized other regulations implementing the Dodd-Frank
Act’s provisions regarding trade reporting, margin and position limits; however,
some regulations remain to be finalized and it is not possible at this time to
predict when the CFTC will adopt final rules. For example, the Dodd-Frank Act
and the CFTC regulations may require compliance with margin requirements
and with certain clearing and trade-execution requirements in connection with
certain of our derivative activities. Also, the CFTC has re-proposed regulations
setting position limits for certain futures and option contracts in the major
energy markets and for swaps that are their economic equivalents. Certain bona
fide hedging transactions are expected to be made exempt from these limits. It
is possible that the CFTC, in conjunction with the U.S. federal banking
regulators, may mandate that financial counterparties entering into swap
transactions with end-users must do so with credit support agreements in place,
which could result in negotiated credit thresholds above which we would be
required to post collateral.

The Dodd-Frank Act and any additional implementing regulations could
significantly increase the cost of some commodity derivative contracts
(including through requirements to post collateral, which could adversely affect
our available liquidity), materially alter the terms of some commodity
derivative contracts, limit our ability to trade some derivatives to hedge risks,
reduce the availability of some derivatives to protect against risks we may
encounter, reduce our ability to monetize or restructure our existing commodity
derivative contracts, and potentially increase our exposure to less creditworthy
counterparties. If we reduce our use of derivatives as a consequence, our results
of operations may become more volatile and our cash flows may be less
predictable, which could adversely affect our ability to plan for and fund capital
expenditures. Increased volatility may make us less attractive to certain types of
investors. Finally, the Dodd-Frank Act was intended, in part, to reduce the
volatility of oil and natural gas prices, which some legislators attributed to
speculative trading in derivatives and commodity instruments related to oil and
natural gas. If the implementing regulations result in lower commodity prices,
our revenues could be adversely affected. Any of these consequences could
adversely affect our business, financial condition and results of operations.

We cannot be certain that the insurance coverage we maintain will be adequate
to cover all losses that may be sustained in connection with our oil and natural
gas activities.

We maintain general and excess liability policies, which we consider to be
reasonable and consistent with industry standards. These policies generally
cover:

� personal injury;

� bodily injury;

� third party property damage;
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� medical expenses;

� legal defense costs;

� pollution in some cases;

� well blowouts in some cases; and

� workers compensation.

As is common in the oil and natural gas industry, we will not insure fully
against all risks associated with our business either because such insurance is
not available or because we believe the premium costs are prohibitive. A loss
not fully covered by insurance could have a materially adverse effect on our
financial position, results of operations and cash flows.
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Title to the properties in which we have an interest may be impaired by title
defects.

We generally obtain title opinions on significant properties that we drill or
acquire. Additionally, undeveloped acreage has greater risk of title defects than
developed acreage. Generally, under the terms of the operating agreements
affecting our properties, any monetary loss is to be borne by all parties to any
such agreement in proportion to their interests in such property. If there are any
title defects or defects in assignment of leasehold rights in properties in which
we hold an interest, we will suffer a financial loss.

The unavailability or high cost of drilling rigs, pressure pumping equipment and
crews, other equipment, supplies, water, personnel and oil field services could
adversely affect our ability to execute our exploration and development plans
on a timely basis and within our budget.

The oil and gas industry is cyclical and, from time to time, there are shortages
of drilling rigs, equipment, supplies, water or qualified personnel. During these
periods, the costs and delivery times of rigs, equipment and supplies are
substantially greater. In addition, the demand for, and wage rates of, qualified
drilling rig crews rise as the number of active rigs in service increases.
Increasing levels of exploration and production may increase the demand for
oilfield services and equipment, and the costs of these services and equipment
may increase, while the quality of these services and equipment may suffer. The
unavailability or high cost of drilling rigs, pressure pumping equipment,
supplies or qualified personnel can materially and adversely affect our
operations and profitability. In order to secure drilling rigs and pressure
pumping equipment, we have entered into certain contracts that extend over
several months. If demand for drilling rigs and pressure pumping equipment
subside during the period covered by these contracts, the price we are required
to pay may be significantly more than the market rate for similar services.

We depend on the skill, ability and decisions of third-party operators of the oil
and natural gas properties in which we have a non-operated working interest.

The success of the drilling, development and production of the oil and natural
gas properties in which we have or expect to have a non-operating working
interest is substantially dependent upon the decisions of our third-party
operators and their diligence to comply with various laws, rules and regulations
affecting such properties. The failure of any third-party operator to make
decisions, perform its services, discharge its obligations, deal with regulatory
agencies, and comply with laws, rules and regulations, including environmental
laws and regulations in a proper manner with respect to properties in which we
have an interest could result in material adverse consequences to our interest in
such properties, including substantial penalties and compliance costs. Such
adverse consequences could result in substantial liabilities to us or reduce the
value of our properties, which could negatively affect our results of operations.

Hedging transactions may limit our potential gains and increase our potential
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losses.

In order to manage our exposure to price risks in the marketing of our oil,
natural gas, and natural gas liquids production, we have entered into oil, natural
gas, and natural gas liquids price hedging arrangements with respect to a
portion of our anticipated production and we may enter into additional hedging
transactions in the future. While intended to reduce the effects of volatile oil,
natural gas and natural gas liquids prices, these transactions may limit our
potential gains and increase our potential losses if oil, natural gas and natural
gas liquids prices were to rise substantially over the price established by the
hedges. In addition, these transactions may expose us to the risk of loss in
certain circumstances, including instances in which:

� our production is less than expected;

� there is a widening of price differentials between delivery points for our
production; or

� the counterparties to our hedging agreements fail to perform under the
contracts.
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USE OF PROCEEDS

We estimate that the net proceeds to us from this offering will be approximately
$        million, or approximately $         million if the underwriters exercise their
over-allotment option in full, after deducting underwriting discounts and
commissions and estimated offering expenses payable by us.

We expect to utilize most of the net proceeds from the sale of shares of the
Series A Preferred Stock in this offering to immediately repay the $29.6 million
balance as of October 10, 2014 of our outstanding debt under our credit
agreement. The credit agreement provides for interest rates at the London
Interbank Offered Rate plus 2.25% to 3.75%, or the prime lending rate plus
1.25% to 2.75%, depending upon the amount borrowed. The credit agreement
also requires the payment of commitment fees to the lender on the unutilized
commitment. The annual blended effective interest rate in effect at June 30,
2014 was 3.33% on the entire outstanding principal balance. The credit
agreement matures on May 17, 2017. During the last 12 months, we have used
proceeds from our credit agreement primarily for undeveloped and developed
oil and gas property acquisitions, drilling, development and completion
operations.

We expect to use any remaining net proceeds to us from this offering along with
our cash flow and borrowings under our credit agreement, primarily to fund our
drilling and development expenditures on our existing inventory of exploration
and development drilling projects and for incremental leasehold acquisitions. In
addition, but to a lesser extent, available funds will be used to develop proved
undeveloped reserves associated with other oil and gas properties, for
exploration and for general corporate purposes. General corporate purposes may
also include other newly generated development and exploration expenditures
and financing of acquisitions of oil and gas properties and related assets.
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CAPITALIZATION

The following table sets forth consolidated capitalization of the Company as of
June 30, 2014:

�    on an actual basis; and

�    on an adjusted basis to give effect to the designation and classification of
shares, and the issuance and sale of shares, of our Series A Preferred Stock
in this offering, after deducting underwriting discounts and commissions
and estimated offering expenses payable by us. This table below does not
give effect to the issuance and sale by us of additional shares of Series A
Preferred Stock that we may issue and sell upon the exercise of the
underwriters’ over-allotment option

You should read this table in conjunction with “Use of Proceeds” and “Description
of the Series A Preferred Stock” in this prospectus supplement, and our financial
statements and the related notes incorporated by reference into this prospectus
supplement.

As of June 30, 2014

Actual
As

Adjusted

(Unaudited)
($ in thousands)

Cash and cash equivalents $ $
Debt:
Credit facility

Stockholders’ equity:
Preferred Stock, no par value; 10,000,000 shares
authorized
Series A Preferred Stock offered hereby; on an
actual basis: no shares issued and outstanding; as
adjusted for this offering:               shares issued
and outstanding -
Common stock, no par value; 300,000,000 shares
authorized;              shares issued and
outstanding
Accumulated deficit
Total stockholders’ equity
Total capitalization $ $
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PRICE RANGE OF COMMON STOCK AND DIVIDEND POLICY

Our common stock has been listed for trading on the NYSE MKT under the
symbol “YUMA” since September 11, 2014. Prior to that date, the common stock
was traded on the NYSE MKT under the symbol “PDO”. The following table sets
forth, for the periods indicated, the high and low sale prices per share of our
common stock on the NYSE MKT.

Common Stock
Price

High Low
Quarter Ended
2012                    
March 31 $6.23 $3.82
June 30 5.20 4.05
September 30 4.85 4.07
December 31 4.56 3.75

2013                    
March 31 $4.48 $4.04
June 30 4.33 3.90
September 30 4.74 4.15
December 31 5.77 4.61

2014                    
March 31 $7.15 $4.86
June 30 6.30 5.03
September 30 5.92 3.81
December 31 (through October 13, 2014) 4.28 3.50

The closing price of our common stock, as reported on the NYSE MKT on
October 13, 2014 was $3.65 per share. As of October 10, 2014, there were
approximately 2,087 stockholders of record of our common stock and no
preferred stock was outstanding.

Dividends

    We have not paid cash dividends on our common stock in the past three years
and we do not anticipate that we will declare or pay dividends on our common
stock in the foreseeable future. Payment of dividends, if any, is within the sole
discretion of our board of directors and will depend, among other factors, upon
our earnings, capital requirements and our operating and financial condition. In
addition under California law, we may not pay a dividend if, after giving effect,
we would be unable to pay our debts as they become due in the usual course of
business or if our total assets would be less than the sum of our total liabilities
plus the amount that would be needed if we were to be dissolved at the time of
the payment of the dividend to satisfy the preferential rights upon dissolution of
stockholders whose preferential rights were superior to those receiving the
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dividend. In addition, our credit agreement does not permit us to pay dividends
on our common stock. See “Description of the Series A Preferred Stock” for a
description of the dividends we expect to pay if the shares of Series A Preferred
Stock offered hereunder are sold and issued.
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DESCRIPTION OF THE SERIES A PREFERRED STOCK

This description of certain terms of the Series A Preferred Stock supplements,
and, to the extent inconsistent therewith, replaces, the description of the general
terms and provisions of our preferred stock set forth in the accompanying
prospectus, to which description we hereby refer. The description of certain
terms of the Series A Preferred Stock in this prospectus supplement does not
purport to be complete and is in all respects subject to, and qualified in its
entirety by references to the relevant provisions of our restated articles of
incorporation (the “Articles”), our amended and restated bylaws, and California
law. Copies of our Articles and our bylaws are available from us as described
under “Where You Can Find More Information.”

General

Pursuant to our Articles, we are currently authorized to designate and issue up
to 10,000,000 shares of preferred stock, no par value, in one or more classes or
series and, subject to the limitations prescribed by our Articles and California
law, with such rights, preferences, privileges and restrictions of each class or
series of preferred stock, including dividend rights, conversion rights, voting
rights, terms of redemption, liquidation preferences and the number of shares
constituting any class or series as our board of directors may determine, without
any vote or action by our stockholders. As of the date of this prospectus
supplement, we do not have any shares of our preferred stock issued and
outstanding. In connection with this offering, our board of directors will
designate a new series of preferred stock with the rights described herein
consisting of up to          authorized shares, designated as     % Series A
Cumulative Redeemable Preferred Stock, which we refer to as the Series A
Preferred Stock, by filing a Certificate of Determination (the “Certificate of
Determination”) with the Secretary of State of the State of California setting
forth the rights, preferences, privileges and restrictions of the Series A Preferred
Stock. Following the designation of the Series A Preferred Stock by our board
of directors, we will have available               shares of undesignated preferred
stock authorized under the terms of our Articles. Our board of directors may,
without the approval of holders of the Series A Preferred Stock or our common
stock, designate additional series of authorized preferred stock ranking junior to
or on parity with the Series A Preferred Stock or designate additional shares of
the Series A Preferred Stock and authorize the issuance of such shares.

We have applied to list the shares of the Series A Preferred Stock on the NYSE
MKT under the symbol “YUMAprA.” If the listing is approved, we expect trading
to commence within 30 days after the initial issuance of the shares of Series A
Preferred Stock.

The registrar, transfer agent and dividend and redemption price disbursing agent
in respect of the Series A Preferred Stock will be Computershare Trust
Company, N.A. and its principal business address is 250 Royall Street, Canton,
Massachusetts 02021. Its telephone number is (800) 962-4284. The Certificate
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of Determination will provide that we will maintain an office or agency in one
of the contiguous 48 states of the United States of America where shares of
Series A Preferred Stock may be surrendered for payment (including
redemption), registration of transfer or exchange.

Maturity

The Series A Preferred Stock has no stated maturity and will not be subject to
any sinking fund or mandatory redemption. Shares of the Series A Preferred
Stock will remain outstanding indefinitely unless we decide to redeem or
otherwise repurchase them as described below under “—Redemption—Optional
Redemption” or “—Redemption —Special Optional Redemption” or they become
convertible and are converted as described below under “— Change of Control
Conversion Rights.” We are not required to set aside funds to redeem the Series
A Preferred Stock.
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Ranking

The Series A Preferred Stock will rank, with respect to rights to the payment of
dividends and the distribution of assets upon our liquidation, dissolution or
winding up:

(i)senior to all classes or series of our common stock and to all other equity
securities issued by us other than equity securities referred to in clauses (ii)
and (iii) below;

(ii) junior to all equity securities we issue which do not have dividend rights
and which have terms specifically providing that those equity securities
rank senior to the Series A Preferred Stock with respect to rights to the
distribution of our assets upon liquidation, dissolution or winding up
(please see the section entitled “— Voting Rights” below);

(iii)on parity with all other equity securities issued by us with terms
specifically providing that those equity securities rank on parity with the
Series A Preferred Stock with respect to rights to the distribution of our
assets upon liquidation, dissolution or winding up; and

(iv) effectively junior to all of our existing and future indebtedness
(including indebtedness convertible to our common stock or
preferred stock) and to the indebtedness of our existing
subsidiaries and any future subsidiaries.

Dividends

Holders of shares of the Series A Preferred Stock are entitled to receive, when,
as and if declared by our board of directors, out of funds legally available for
the payment of dividends, cumulative cash dividends at an annual rate (the
“Dividend Rate”) of        % per annum based on the $25.00 per share liquidation
preference (equivalent to $           per annum per share).

Dividends on the Series A Preferred Stock shall accrue daily and be cumulative
from, and including, the date of original issue and shall be payable monthly in
arrears on the 1st day of each calendar month (each, a “dividend payment date”);
provided that if any dividend payment date is not a business day (as defined
below), then the dividend which would otherwise have been payable on that
dividend payment date may be paid on the next succeeding business day, and no
interest, additional dividends or other sums will accrue on the amount so
payable for the period from and after that dividend payment date to that next
succeeding business day.

Any dividend payable on the Series A Preferred Stock, including dividends
payable for any partial dividend period, will be computed on the basis of a
360-day year consisting of twelve 30-day months. Dividends will be payable to
holders of record as they appear in our stock records for the Series A Preferred
Stock at the close of business on the applicable record date, which shall be the
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10th day preceding the applicable dividend payment date, or such other date
that the Company establishes no less than 10 days and no more than 30 days
preceding the dividend payment date (each, a “dividend record date”). The term
“dividend period” means a period commencing on, and including, a dividend
payment date, to, but not including, the following dividend payment date.

No dividends on shares of Series A Preferred Stock shall be authorized by our
board of directors or paid or set apart for payment by us at any time when the
payment thereof would be unlawful under the laws of the State of California, or
when the terms and provisions of any agreement of ours, including any
agreement relating to our indebtedness (including but not limited to, our credit
agreement, securities and other agreements being referred to as the “Limiting
Documents”), prohibit the authorization, payment or setting apart for payment
thereof or provide that the authorization, payment or setting apart for payment
thereof would constitute a breach of the Limiting Documents or a default under
the Limiting Documents, or if the authorization, payment or setting apart for
payment shall be restricted or prohibited by law. You should review the
information appearing above under “Risk Factors—We could be prevented from
paying cash dividends on the Series A Preferred Stock” for information as to,
among other things, other circumstances under which we may be unable to pay
dividends on the Series A Preferred Stock.

Notwithstanding the foregoing, dividends on the Series A Preferred Stock will
accrue whether or not we have earnings, whether or not there are funds legally
available for the payment of those dividends and whether or not those dividends
are declared. No interest, or sum in lieu of interest, will be payable in respect of
any dividend payment or payments on the Series A Preferred Stock which may
be in arrears, and holders of the Series A Preferred Stock will not be entitled to
any dividends in excess of full cumulative dividends described above. Any
dividend payment made on the Series A Preferred Stock shall first be credited
against the earliest accumulated but unpaid dividend due with respect to those
shares.
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Future distributions on our common stock and preferred stock, including the
Series A Preferred Stock offered pursuant to this prospectus supplement, will be
at the discretion of our board of directors and will depend on, among other
things, our results of operations, cash flow from operations, financial condition
and capital requirements, any debt service requirements and any other factors
our board of directors deems relevant. Accordingly, we cannot guarantee that
we will be able to make cash distributions on our preferred stock or what the
actual distributions will be for any future period.

Except as described in the next paragraph, unless full cumulative dividends on
the Series A Preferred Stock have been or contemporaneously are declared and
paid or declared and a sum sufficient for the payment thereof is set apart for
payment for all past dividend periods, no dividends (other than in shares of
common stock or in shares of any series of preferred stock that we may issue
ranking junior to the Series A Preferred Stock as to dividends and upon
liquidation) shall be declared or paid or set aside for payment upon shares of
our common stock or preferred stock that we may issue ranking junior to or on
parity with the Series A Preferred Stock as to dividends or upon liquidation.
Nor shall any other distribution be declared or made upon shares of our
common stock or preferred stock that we may issue ranking junior to or on
parity with the Series A Preferred Stock as to dividends or upon liquidation. In
addition, any shares of our common stock or preferred stock that we may issue
ranking junior to or on parity with the Series A Preferred Stock as to dividends
or upon liquidation shall not be redeemed, purchased or otherwise acquired for
any consideration (or any moneys paid to or made available for a sinking fund
for the redemption of any such shares) by us (except as mandatorily required by
the terms of such equity security, by conversion into or exchange for our other
capital stock that we may issue ranking junior to the Series A Preferred Stock as
to dividends and upon liquidation and cash solely in lieu of fractional shares of
our capital stock, or under any employee benefit plan of the Company,
including, but not limited to payments in connection with the satisfaction of
employees’ tax withholding obligations pursuant to employee benefit plans or
outstanding awards (and payment of any corresponding requisite amounts to the
appropriate governmental authority)).

When dividends are not paid in full (or a sum sufficient for such full payment is
not so set apart) upon the Series A Preferred Stock and the shares of any other
series of preferred stock that we may issue ranking on parity as to dividends
with the Series A Preferred Stock, all dividends declared upon the Series A
Preferred Stock and any other series of preferred stock ranking on parity that we
may issue as to dividends with the Series A Preferred Stock shall be declared
pro rata so that the amount of dividends declared per share of Series A Preferred
Stock and such other series of preferred stock that we may issue shall in all
cases bear to each other the same ratio that accrued dividends per share on the
Series A Preferred Stock and such other series of preferred stock that we may
issue (which shall not include any accrual in respect of unpaid dividends for
prior dividend periods if such preferred stock does not have a cumulative
dividend) bear to each other. No interest, or sum of money in lieu of interest,
shall be payable in respect of any dividend payment or payments on the Series
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A Preferred Stock which may be in arrears.

Whenever (i) a Listing Event (as defined below) has occurred or (ii) dividends
on any shares of Series A Preferred Stock are in arrears for any monthly
dividend period within a quarterly period for a total of six (6) consecutive or
non-consecutive quarterly periods (the events in clauses (i) and (ii) each being a
“Penalty Event”), the Dividend Rate shall be increased by 2.00% per annum (the
“Penalty Rate”) over the otherwise applicable Dividend Rate (which will be the
equivalent of a           % rate per annum, which is equivalent to $           per
annum per share). For purposes hereof a “Listing Event” shall have occurred if,
after             , 2014 the Series A Preferred Stock is not listed for trading on the
NYSE, the NYSE MKT LLC (“NYSE MKT”) or NASDAQ Stock Market, Inc.
(“NASDAQ”) or listed or quoted on an exchange or quotation system that is a
successor to the NYSE, the NYSE MKT or NASDAQ (each a “National
Exchange”) for 180 or more consecutive days. This Penalty Rate shall remain in
effect until a Correction Event (as defined below) has occurred with respect to
each Penalty Event then continuing. Thereafter, the foregoing provisions will
not be applicable unless there is again a failure to pay a monthly dividend
during any future quarterly period. The term “Correction Event” means, (i) with
respect to any Listing Event, the listing of the Series A Preferred Stock for
trading on a National Exchange and (ii) with respect to a Penalty Event
consisting of the non-payment of dividends for any monthly dividend period
within a quarterly period for a total of six (6) consecutive or non-consecutive
quarterly periods, the payment in full of all dividends accumulated on the Series
A Preferred Stock for all past dividend periods and the two most recent
quarterly periods (or the declaration of such dividends provided that a sum
sufficient for the payment thereof is set aside for such payment).
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The term “Business Day” means any day, other than a Saturday or Sunday, that is
neither a legal holiday nor a day on which banking institutions in New York,
New York or Houston, Texas are authorized or required by law, regulation or
executive order to close.

Liquidation Preference

In the event of our voluntary or involuntary liquidation, dissolution or winding
up, the holders of shares of Series A Preferred Stock will be entitled to be paid
out of the assets we have legally available for distribution to our stockholders,
subject to the preferential rights of the holders of any class or series of our
equity securities we may issue ranking senior to the Series A Preferred Stock
with respect to the distribution of assets upon liquidation, dissolution or
winding up, a liquidation preference of $25.00 per share, plus an amount equal
to any accumulated and unpaid dividends to, but not including, the date of
payment, before any distribution of assets is made to holders of our common
stock or any other class or series of our stock we may issue that ranks junior to
the Series A Preferred Stock as to liquidation rights.

In the event that, upon any such voluntary or involuntary liquidation,
dissolution or winding up, our available assets are insufficient to pay the
amount of the liquidating distributions on all outstanding shares of Series A
Preferred Stock and the corresponding amounts payable on all shares of other
classes or series of our equity securities that we may issue ranking on parity
with the Series A Preferred Stock in the distribution of assets, then the holders
of the Series A Preferred Stock and all other such classes or series of equity
securities shall share ratably in any such distribution of assets in proportion to
the full liquidating distributions to which they would otherwise be respectively
entitled.

Holders of Series A Preferred Stock will be entitled to written notice of any
such liquidation no fewer than 30 and no more than 60 days prior to the
payment date. After payment of the full amount of the liquidating distributions
to which they are entitled, the holders of Series A Preferred Stock will have no
right or claim to any of our remaining assets. The consolidation or merger of us
with or into any other corporation, trust or entity or of any other entity with or
into us, or the sale, lease, transfer or conveyance of all or substantially all of our
property or business, shall not be deemed to constitute a liquidation, dissolution
or winding up of us (although such events may give rise to the special optional
redemption and conversion rights described below).

Redemption

The Series A Preferred Stock is not redeemable prior to the third anniversary of
the date we initially issue the Series A Preferred Stock except as described
below under “—Special Optional Redemption.” In addition, no redemption shall
occur under any circumstances if any term or condition contained in any
Limiting Document prohibits it or if such redemption shall result in a default
thereunder.
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Optional Redemption. On and after the third anniversary of the date we initially
issue the Series A Preferred Stock, we may, at our option, upon not less than 30
nor more than 60 days’ written notice, redeem the Series A Preferred Stock, in
whole or in part, at any time or from time to time, for cash at a redemption price
of $25.00 per share, plus any accumulated and unpaid dividends thereon to, but
not including, the date fixed for redemption. If we elect to redeem any shares of
Series A Preferred Stock as described in this paragraph, we may use any
available cash to pay the redemption price, and we will not be required to pay
the redemption price only out of the proceeds from the issuance of other equity
securities or any other specific source.

Special Optional Redemption. Upon the occurrence of a Change of Control,
provided no Limiting Document prohibits it, we may, at our option, upon not
less than 30 nor more than 60 days’ written notice, redeem the Series A
Preferred Stock, in whole or in part, within 120 days after the first date on
which such Change of Control occurred, for cash at a redemption price of
$25.00 per share, plus any accumulated and unpaid dividends thereon to, but
not including, the date fixed for redemption. If, prior to the Change of Control
Conversion Date, we have provided notice of our election to redeem some or all
of the shares of Series A Preferred Stock (whether pursuant to our optional
redemption right described above under “—Optional Redemption” or this special
optional redemption right), the holders of Series A Preferred Stock will not
have the Change of Control Conversion Right (as defined below) described
below under “—Change of Control Conversion Rights” with respect to the shares
called for redemption. If we elect to redeem any shares of the Series A
Preferred Stock as described in this paragraph, we may use any available cash
to pay the redemption price, and we will not be required to pay the redemption
price only out of the proceeds from the issuance of other equity securities or any
other specific source.
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A “Change of Control” is deemed to occur when, after any share of Series A
Preferred Stock is originally issued by us, any of the following has occurred and
is continuing:

�a “person” or “group” (within the meaning of Sections 13(d) and 14(d) of the
Exchange Act) becomes the “beneficial owner” (as defined in Rules 13d-3 and
13d-5 under the Exchange Act, except that a person or group shall be deemed
to have beneficial ownership of all shares of voting stock that such person or
group has the right to acquire regardless of when such right is first
exercisable), directly or indirectly, of our voting stock representing more than
50% of the total voting power of our voting stock;

�we sell, transfer, or otherwise dispose of all or substantially all of our assets;
or

� the consummation of a merger or share exchange with another entity when
our stockholders immediately prior to the merger or share exchange would not
beneficially own, immediately after the merger or share exchange, shares
representing 50% or more of the outstanding voting stock of the entity issuing
cash or securities in the merger or share exchange (without consideration of
the rights of any class of stock to elect directors by a separate group vote), or
when members of our board of directors immediately prior to the merger or
share exchange would not, immediately after the merger or share exchange,
constitute a majority of the board of directors of the entity issuing cash or
securities in the merger or share exchange.

Redemption Procedures. In the event we elect to redeem Series A Preferred
Stock, the notice of redemption will be mailed to each holder of record of Series
A Preferred Stock called for redemption at such holder’s address as it appears on
our stock transfer records, not less than 30 nor more than 60 days’ prior to the
redemption date, and will state the following:

� the redemption date;

� the number of shares of Series A Preferred Stock to be redeemed;

� the redemption price;

� the place or places where certificates (if any) for the Series A Preferred
Stock are to be surrendered for payment of the redemption price;

� that dividends on the shares to be redeemed will cease to accumulate on
the redemption date;

�whether such redemption is being made pursuant to the provisions described
above under “—Redemption—Optional Redemption” or “—Redemption—Special
Optional Redemption”;

� if applicable, that such redemption is being made in connection with a Change
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of Control and, in that case, a brief description of the transaction or
transactions constituting such Change of Control; and

� if such redemption is being made in connection with a Change of Control, that
the holders of the shares of Series A Preferred Stock being so called for
redemption will not be able to tender such shares of Series A Preferred Stock
for conversion in connection with the Change of Control and that each share
of Series A Preferred Stock tendered for conversion that is called, prior to the
Change of Control Conversion Date (as defined below), for redemption will
be redeemed on the related date of redemption instead of converted on the
Change of Control Conversion Date.

If less than all of the shares of Series A Preferred Stock held by any holder are
to be redeemed, the notice mailed to such holder shall also specify the number
of shares of Series A Preferred Stock held by such holder to be redeemed. No
failure to give such notice or any defect thereto or in the mailing thereof shall
affect the validity of the proceedings for the redemption of any shares of Series
A Preferred Stock except as to the holder to whom notice was defective or not
given.
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Holders of Series A Preferred Stock to be redeemed shall surrender the Series A
Preferred Stock at the place designated in the notice of redemption and shall be
entitled to the redemption price and any accumulated and unpaid dividends
payable upon the redemption following the surrender. If notice of redemption of
any shares of Series A Preferred Stock has been given and if we have
irrevocably set aside the funds necessary for redemption in trust for the benefit
of the holders of the shares of Series A Preferred Stock so called for
redemption, then from and after the redemption date (unless default shall be
made by us in providing for the payment of the redemption price plus
accumulated and unpaid dividends, if any), dividends will cease to accumulate
on those shares of Series A Preferred Stock, those shares of Series A Preferred
Stock shall no longer be deemed outstanding and all rights of the holders of
those shares will terminate, except the right to receive the redemption price plus
accumulated and unpaid dividends, if any, payable upon redemption. If any
redemption date is not a business day, then the redemption price and
accumulated and unpaid dividends, if any, payable upon redemption may be
paid on the next business day and no interest, additional dividends or other
sums will accumulate on the amount payable for the period from and after that
redemption date to that next business day. If less than all of the outstanding
Series A Preferred Stock is to be redeemed, the Series A Preferred Stock to be
redeemed shall be selected pro rata (as nearly as may be practicable without
creating fractional shares) or by any other equitable method we determine.

Immediately prior to any redemption of Series A Preferred Stock, we shall pay,
in cash, any accumulated and unpaid dividends through and including the
redemption date, unless a redemption date falls after a dividend record date and
prior to the corresponding dividend payment date, in which case each holder of
Series A Preferred Stock at the close of business on such dividend record date
shall be entitled to the dividend payable on such shares on the corresponding
dividend payment date notwithstanding the redemption of such shares before
such dividend payment date. Except as provided above, we will make no
payment or allowance for unpaid dividends, whether or not in arrears, on shares
of the Series A Preferred Stock to be redeemed.

Unless full cumulative dividends on all shares of Series A Preferred Stock shall
have been or contemporaneously are declared and paid or declared and a sum
sufficient for the payment thereof has been or contemporaneously is set apart
for payment for all past dividend periods, no shares of Series A Preferred Stock
shall be redeemed unless all outstanding shares of Series A Preferred Stock are
simultaneously redeemed, and we shall not purchase or otherwise acquire
directly or indirectly any shares of Series A Preferred Stock (except by
exchanging it for our capital stock ranking junior to the Series A Preferred
Stock as to dividends and upon liquidation); provided, however, that the
foregoing shall not prevent the purchase or acquisition by us of shares of Series
A Preferred Stock pursuant to a purchase or exchange offer made on the same
terms to holders of all outstanding shares of Series A Preferred Stock.

Subject to applicable law, we may purchase shares of Series A Preferred Stock
in the open market, by tender or by private agreement. Any shares of Series A
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Preferred Stock that we acquire may be retired and re-classified as authorized
but unissued shares of preferred stock, without designation as to class or series,
and may thereafter be reissued as any class or series of preferred stock.

Change of Control Conversion Rights

Upon the occurrence of a Change of Control, each holder of Series A Preferred
Stock will have the right (unless, prior to the Change of Control Conversion
Date, we have provided notice of our election to redeem some or all of the
shares of Series A Preferred Stock held by such holder as described above
under “—Redemption— Optional Redemption” or “—Redemption—Special Optional
Redemption,” in which case such holder will have the right only with respect to
shares of Series A Preferred Stock that are not called for redemption) to convert
some or all of the Series A Preferred Stock held by such holder (the “Change of
Control Conversion Right”) on the Change of Control Conversion Date into a
number of shares of our common stock per share of Series A Preferred Stock
(the “Common Stock Conversion Consideration”) equal to the lesser of:

� the quotient obtained by dividing (i) the sum of the $25.00 liquidation
preference per share of Series A Preferred Stock plus the amount of any
accumulated and unpaid dividends thereon to, but not including, the Change
of Control Conversion Date (unless the Change of Control Conversion Date is
after a dividend record date and prior to the corresponding dividend payment
date for the Series A Preferred Stock, in which case no additional amount for
accumulated and unpaid dividends will be included in this sum) by (ii) the
Common Stock Price, as defined below (such quotient, the “Conversion Rate”);
and

�                    (the “Share Cap”), subject to certain adjustments as
described below.

S-36

Edgar Filing: American Southwest Music Distribution, Inc - Form 10QSB

63



Anything in the Certificate of Determination to the contrary notwithstanding
and except as otherwise required by law, the persons who are the holders of
record of shares of Series A Preferred Stock at the close of business on a
dividend record date will be entitled to receive the dividend payable on the
corresponding dividend payment date notwithstanding the conversion of those
shares after such dividend record date and on or prior to such dividend payment
date and, in such case, the full amount of such dividend shall be paid on such
dividend payment date to the persons who were the holders of record at the
close of business on such dividend record date. Except as provided above, we
will make no allowance for unpaid dividends that are not in arrears on the
shares of Series A Preferred Stock to be converted.

The Share Cap is subject to pro rata adjustments for any share splits (including
those effected pursuant to a distribution of our common stock to existing
holders of our common stock), subdivisions or combinations (in each case, a
“Share Split”) with respect to our common stock as follows: the adjusted Share
Cap as the result of a Share Split will be the number of shares of our common
stock that is equivalent to the product obtained by multiplying (i) the Share Cap
in effect immediately prior to such Share Split by (ii) a fraction, the numerator
of which is the number of shares of our common stock outstanding immediately
after giving effect to such Share Split and the denominator of which is the
number of shares of our common stock outstanding immediately prior to such
Share Split.

For the avoidance of doubt, subject to the immediately succeeding sentence, the
aggregate number of shares of our common stock (or equivalent Alternative
Conversion Consideration (as defined below), as applicable) issuable or
deliverable, as applicable, in connection with the exercise of the Change of
Control Conversion Right will not exceed              shares,
or                         shares if the underwriters exercise their over-allotment option
in full of our common stock (or equivalent Alternative Conversion
Consideration, as applicable).

In the case of a Change of Control pursuant to which our common stock is or
will be converted into cash, securities or other property or assets (including any
combination thereof) (the “Alternative Form Consideration”), a holder of Series A
Preferred Stock will receive upon conversion of such Series A Preferred Stock
the kind and amount of Alternative Form Consideration which such holder
would have owned or been entitled to receive upon the Change of Control had
such holder held a number of shares of our common stock equal to the Common
Stock Conversion Consideration immediately prior to the effective time of the
Change of Control (the “Alternative Conversion Consideration” the Common
Stock Conversion Consideration or the Alternative Conversion Consideration,
whichever shall be applicable to a Change of Control, is referred to as the
“Conversion Consideration”).

If the holders of our common stock have the opportunity to elect the form of
consideration to be received in the Change of Control, the Conversion
Consideration in respect of such Change of Control will be deemed to be the
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kind and amount of consideration actually received by holders of a majority of
the outstanding shares of our common stock that made or voted for such an
election (if electing between two or two or more types of consideration) or
holders of a plurality of the outstanding shares of our common stock that made
or voted for such an election (if electing between two or more types of
consideration), as the case may be, and will be subject to any limitations to
which all holders of our common stock are subject, including, without
limitation, pro rata reductions applicable to any portion of the consideration
payable in such Change of Control.

We will not issue fractional shares of our common stock upon the conversion of
the Series A Preferred Stock in connection with a Change of Control. Instead,
we will make a cash payment equal to the value of such fractional shares based
upon the Common Stock Price used in determining the Common Stock
Conversion Consideration for such Change of Control.
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Within 15 days following the occurrence of a Change of Control, provided that
we have not then exercised our right to redeem all shares of Series A Preferred
Stock pursuant to the redemption provisions described above, we will provide
to holders of Series A Preferred Stock a notice of occurrence of the Change of
Control that describes the resulting Change of Control Conversion Right. This
notice will state the following:

� the events constituting the Change of Control;

� the date of the Change of Control;

� the last date on which the holders of Series A Preferred Stock may exercise
their Change of Control Conversion Right;

� the method and period for calculating the Common Stock Price;

� the Change of Control Conversion Date;

� that if, prior to the Change of Control Conversion Date, we have provided
notice of our election to redeem all or any shares of Series A Preferred Stock,
holders will not be able to convert the shares of Series A Preferred Stock
called for redemption and such shares will be redeemed on the related
redemption date, even if such shares have already been tendered for
conversion pursuant to the Change of Control Conversion Right;

� if applicable, the type and amount of Alternative Conversion Consideration
entitled to be received per share of Series A Preferred Stock;

� the name and address of the paying agent, transfer agent and conversion agent
for the Series A Preferred Stock;

� the procedures that the holders of Series A Preferred Stock must follow to
exercise the Change of Control Conversion Right (including procedures for
surrendering shares for conversion through the facilities of a Depositary (as
defined below)), including the form of conversion notice to be delivered by
such holders as described below; and

� the last date on which holders of Series A Preferred Stock may withdraw
shares surrendered for conversion and the procedures that such holders must
follow to effect such a withdrawal.

Under such circumstances, we will also issue a press release containing such
notice for publication on the Dow Jones & Company, Inc., Business Wire, PR
Newswire or Bloomberg Business News (or, if these organizations are not in
existence at the time of issuance of the press release, such other news or press
organization as is reasonably calculated to broadly disseminate the relevant
information to the public), or post a notice on our website, in any event prior to
the opening of business on the first business day following any date on which
we provide the notice described above to the holders of Series A Preferred
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Stock.

To exercise the Change of Control Conversion Right, the holders of Series A
Preferred Stock will be required to deliver, on or before the close of business on
the Change of Control Conversion Date, the certificates (if any) representing the
shares of Series A Preferred Stock to be converted, duly endorsed for transfer
(or, in the case of any shares of Series A Preferred Stock held in book-entry
form through a Depositary, to deliver, on or before the close of business on the
Change of Control Conversion Date, the shares of Series A Preferred Stock to
be converted through the facilities of such Depositary), together with a written
conversion notice in the form provided by us, duly completed, to our transfer
agent. The conversion notice must state:

� the relevant Change of Control Conversion Date;

� the number of shares of Series A Preferred Stock to be converted; and

� that the Series A Preferred Stock is to be converted pursuant to the applicable
provisions of the Series A Preferred Stock.

The term “Change of Control Conversion Date” means the date the Series A
Preferred Stock is to be converted, which will be a business day selected by us
that is no fewer than 20 nor more than 35 days after the date on which we
provide the notice described above to the holders of Series A Preferred Stock.
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The term “Common Stock Price” means (i) if the consideration to be received in
the Change of Control by the holders of our common stock is solely cash, the
amount of cash consideration per share of our common stock or (ii) if the
consideration to be received in the Change of Control by holders of our
common stock is other than solely cash (x) the average of the closing sale prices
per share of our common stock (or, if no closing sale price is reported, the
average of the closing bid and ask prices per share or, if more than one in either
case, the average of the average closing bid and the average closing ask prices
per share) for the ten consecutive trading days immediately preceding, but not
including, the date on which such Change of Control occurred as reported on
the principal National Exchange on which our common stock is then traded, or
(y) the average of the last quoted bid prices for our common stock in the
over-the-counter market as reported by Pink OTC Markets Inc. or similar
organization for the ten consecutive trading days immediately preceding, but
not including, the date on which such Change of Control occurred, if our
common stock is not then listed for trading on a National Exchange.

Holders of Series A Preferred Stock may withdraw any notice of exercise of a
Change of Control Conversion Right (in whole or in part) by a written notice of
withdrawal delivered to our transfer agent prior to the close of business on the
business day prior to the Change of Control Conversion Date. The notice of
withdrawal delivered by any holder must state:

� the number of withdrawn shares of Series A Preferred Stock;

� if certificated Series A Preferred Stock has been surrendered for
conversion, the certificate numbers of the withdrawn shares of Series A
Preferred Stock; and

� the number of shares of Series A Preferred Stock, if any, which remain subject
to the holder’s conversion notice.

Notwithstanding the foregoing, if any shares of Series A Preferred Stock are
held in book-entry form through DTC or a similar depositary (each, a
“Depositary”), the conversion notice and/or the notice of withdrawal, as
applicable, must comply with applicable procedures, if any, of the applicable
Depositary.

Series A Preferred Stock as to which the Change of Control Conversion Right
has been properly exercised and for which the conversion notice has not been
properly withdrawn will be converted into the applicable Conversion
Consideration in accordance with the Change of Control Conversion Right on
the Change of Control Conversion Date, unless prior to the Change of Control
Conversion Date we have provided notice of our election to redeem some or all
of the shares of Series A Preferred Stock, as described above under
“—Redemption—Optional Redemption” or “—Redemption—Special Optional Redemption,”
in which case only the shares of Series A Preferred Stock properly surrendered
for conversion and not properly withdrawn that are not called for redemption
will be converted. If we elect to redeem shares of Series A Preferred Stock that
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would otherwise be converted into the applicable Conversion Consideration on
a Change of Control Conversion Date, such shares of Series A Preferred Stock
will not be so converted and the holders of such shares will be entitled to
receive on the applicable redemption date the redemption price described above
under “—Redemption—Optional Redemption” or “—Redemption—Special Optional
Redemption,” as applicable.

We will deliver all securities, cash and any other property owing upon
conversion no later than the third business day following the Change of Control
Conversion Date. Notwithstanding the foregoing, the persons entitled to receive
any shares of our common stock or other securities delivered on conversion will
be deemed to have become the holders of record thereof as of the Change of
Control Conversion Date.

In connection with the exercise of any Change of Control Conversion Right, we
will comply with all federal and state securities laws and stock exchange rules
in connection with any conversion of Series A Preferred Stock into shares of
our common stock or other property.

The Change of Control conversion feature may make it more difficult for a third
party to acquire us or discourage a party from acquiring us. See “Risk
Factors—You may not be able to exercise conversion rights upon a Change of
Control. If exercisable, the Change of Control conversion rights may not
adequately compensate you and may make it more difficult for a party to take
over the Company or discourage a party from taking over the Company.”
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Except as provided above, the Series A Preferred Stock is not convertible into
or exchangeable for any other securities or property.

Voting Rights

Holders of the Series A Preferred Stock will not have any voting rights, except
as set forth below or as otherwise required by law.

Whenever a Penalty Event has occurred, the number of directors constituting
our board of directors will, subject to the maximum number of directors
authorized under our bylaws then in effect and California law, be automatically
increased by two (if not already increased by two by reason of the election of
directors by the holders of any other classes or series of our equity securities we
may issue upon which similar voting rights have been conferred and are
exercisable and with which the Series A Preferred Stock is entitled to vote as a
class with respect to the election of those two directors) and the holders of
Series A Preferred Stock (voting separately as a class with all other classes or
series of equity securities we may issue upon which similar voting rights have
been conferred and are exercisable and which are entitled to vote as a class with
the Series A Preferred Stock in the election of those two directors) will be
entitled to vote for the election of those two additional directors at a special
meeting called by us at the request of the holders of record of at least 25% of
the outstanding shares of Series A Preferred Stock or by the holders of any
other classes or series of equity securities upon which similar voting rights have
been conferred and are exercisable and which are entitled to vote as a class with
the Series A Preferred Stock in the election of those two directors (unless the
request is received less than 90 days before the date fixed for the next annual or
special meeting of stockholders, in which case, such vote will be held at the
earlier of the next annual or special meeting of stockholders), and at each
subsequent annual meeting until a Correction Event has occurred with respect
to each Penalty Event then continuing. In that case, the right of holders of the
Series A Preferred Stock to elect any directors will cease and, unless there are
other classes or series of our equity securities upon which similar voting rights
have been conferred and are exercisable, any directors elected by holders of the
Series A Preferred Stock shall immediately resign and the number of directors
constituting the board of directors shall be reduced accordingly. In no event
shall the holders of Series A Preferred Stock be entitled pursuant to these voting
rights to elect a director that would cause us to fail to satisfy a requirement
relating to director independence of any National Exchange on which any class
or series of our stock is listed or quoted. For the avoidance of doubt, in no event
shall the total number of directors elected by holders of the Series A Preferred
Stock (voting separately as a class with all other classes or series of equity
securities we may issue upon which similar voting rights have been conferred
and are exercisable and which are entitled to vote as a class with the Series A
Preferred Stock in the election of such directors) pursuant to these voting rights
exceed two.

If a special meeting is not called by us within 30 days after request from the
holders of Series A Preferred Stock as described above, then the holders of
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record of at least 25% of the then outstanding shares of Series A Preferred
Stock may designate a holder to call the meeting at our expense.

If, at any time when the voting rights conferred upon the Series A Preferred
Stock are exercisable, any vacancy in the office of a director elected shall occur
(other than as a result of the removal of such director), then such vacancy may
be filled only by the remaining directors or by vote of the holders of record of
the then outstanding shares of Series A Preferred Stock and any other classes or
series of equity securities upon which similar voting rights have been conferred
and are exercisable and which are entitled to vote as a class with the Series A
Preferred Stock in the election of directors. Any director elected or appointed
may be removed (and the corresponding vacancy created thereby may be filled)
only by the affirmative vote of holders of the then outstanding shares of Series
A Preferred Stock and any other classes or series of equity securities upon
which similar voting rights have been conferred and are exercisable and which
classes or series of equity securities are entitled to vote as a class with the Series
A Preferred Stock in the election of directors, such removal to be effected by
the affirmative vote of a majority of the votes entitled to be cast by the holders
of the then outstanding shares of Series A Preferred Stock and any such other
classes or series of equity securities, and may not be removed by the holders of
our common stock.

On each matter on which holders of Series A Preferred Stock are entitled to
vote, each share of Series A Preferred Stock will be entitled to one vote, except
that when shares of any other class or series of our equity securities have the
right to vote with the Series A Preferred Stock as a single class on any matter,
the Series A Preferred Stock and the shares of each such other class or series
will have one vote for each $25.00 of liquidation preference (excluding
accumulated dividends).
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So long as any shares of Series A Preferred Stock remain outstanding, we will
not, without the affirmative vote of the holders of at least two-thirds of the
shares of the Series A Preferred Stock outstanding at the time, given in person
or by proxy, at a meeting (voting together as a class with all other classes or
series of equity securities that we may issue upon which similar voting rights
have been conferred and are exercisable and which are entitled to vote as a class
with the Series A Preferred Stock), (a) authorize or create, or increase the
authorized or issued amount of, any class or series of equity securities ranking
senior to the Series A Preferred Stock with respect to payment of dividends or
the distribution of assets upon liquidation, dissolution or winding up or
reclassify any of our authorized capital stock into such shares, or create,
authorize or issue any obligation or security convertible into or evidencing the
right to purchase any such shares; or (b) amend, alter or repeal the provisions of
our Articles, whether by merger, consolidation or otherwise, so as to materially
and adversely affect any right, preference, privilege or voting power of the
Series A Preferred Stock (each, an “Event”); provided, however, with respect to
the occurrence of any Event set forth in (b) above, so long as the Series A
Preferred Stock remains outstanding with the terms thereof materially
unchanged, taking into account that, upon an occurrence of an Event, we may
not be the surviving entity, the occurrence of any such Event shall not be
deemed to materially and adversely affect such rights, preferences, privileges or
voting power of holders of the Series A Preferred Stock and, provided further,
that any increase in the amount of the authorized common stock or other equity
securities we may issue, including the Series A Preferred Stock, or the creation
or issuance of any additional Series A Preferred Stock or class or other series of
equity securities that we may issue, or any increase in the amount of authorized
shares of such class or series, in each case ranking on parity with or junior to
the Series A Preferred Stock with respect to payment of dividends or the
distribution of assets upon liquidation, dissolution or winding up, shall not be
deemed to materially and adversely affect such rights, preferences, privileges or
voting powers.

The foregoing voting provisions will not apply if, at or prior to the time when
the act with respect to which such vote would otherwise be required shall be
effected, all outstanding shares of Series A Preferred Stock shall have been
redeemed or called for redemption upon proper notice and sufficient funds shall
have been deposited in trust to effect such redemption.

Except as expressly stated in the Certificate of Determination or as may be
required by applicable law, the Series A Preferred Stock will not have any
relative, participating, optional or other special voting rights or powers and the
consent of the holders thereof shall not be required for the taking of any
corporate action.

Information Rights

During any period in which we are not subject to Section 13 or 15(d) of the
Exchange Act and any shares of Series A Preferred Stock are outstanding, we
will use our best efforts to (i) transmit by mail (or other permissible means
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under the Exchange Act) to all holders of Series A Preferred Stock, as their
names and addresses appear on our record books and without cost to such
holders, copies of the annual reports on Form 10-K and quarterly reports on
Form 10-Q that we would have been required to file with the SEC pursuant to
Section 13 or 15(d) of the Exchange Act if we were subject thereto (other than
any exhibits that would have been required) and (ii) promptly, upon request,
supply copies of such reports to any holders or prospective holder of Series A
Preferred Stock. We will use our best effort to mail (or otherwise provide) the
information to the holders of the Series A Preferred Stock within 15 days after
the respective dates by which a periodic report on Form 10-K or Form 10-Q, as
the case may be, in respect of such information would have been required to be
filed with the SEC, if we were subject to Section 13 or 15(d) of the Exchange
Act, in each case, based on the dates on which we would be required to file such
periodic reports if we were a “non-accelerated filer” within the meaning of the
Exchange Act.

Preemptive Rights

No holders of the Series A Preferred Stock will, as holders of Series A
Preferred Stock, have any preemptive rights to purchase or subscribe for our
common stock or any other security.
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Book-Entry Procedures

DTC will act as securities depositary for the Series A Preferred Stock. We will
issue one or more fully registered global securities certificates in the name of
DTC’s nominee, Cede & Co. These certificates will represent the total aggregate
number of shares of Series A Preferred Stock. We will deposit these certificates
with DTC or a custodian appointed by DTC. We will not issue certificates to
you for the shares of Series A Preferred Stock that you purchase, unless DTC’s
services are discontinued as described below.

Title to book-entry interests in the Series A Preferred Stock will pass by
book-entry registration of the transfer within the records of DTC in accordance
with its procedures. Book-entry interests in the securities may be transferred
within DTC in accordance with procedures established for these purposes by
DTC. Each person owning a beneficial interest in shares of the Series A
Preferred Stock must rely on the procedures of DTC and the participant through
which such person owns its interest to exercise its rights as a holder of the
Series A Preferred Stock.

DTC has advised us that it is a limited-purpose trust company organized under
the New York Banking Law, a member of the Federal Reserve System, a
“clearing corporation” within the meaning of the New York Uniform Commercial
Code and a “clearing agency” registered under the provisions of Section 17A of
the Exchange Act. DTC holds securities that its participants (“Direct
Participants”) deposit with DTC. DTC also facilitates the settlement among
Direct Participants of securities transactions, such as transfers and pledges, in
deposited securities through electronic computerized book-entry changes in
Direct Participants’ accounts, thereby eliminating the need for physical
movement of securities certificates. Direct Participants include securities
brokers and dealers, banks, trust companies, clearing corporations, and certain
other organizations. Access to the DTC system is also available to others such
as securities brokers and dealers, including the underwriters, banks and trust
companies that clear through or maintain a custodial relationship with a Direct
Participant, either directly or indirectly (“Indirect Participants”). The rules
applicable to DTC and its Direct and Indirect Participants are on file with the
SEC.

When you purchase shares of Series A Preferred Stock within the DTC system,
the purchase must be by or through a Direct Participant. The Direct Participant
will receive a credit for the Series A Preferred Stock on DTC’s records. You, as
the actual owner of the shares of Series A Preferred Stock, are the “beneficial
owner.” Your beneficial ownership interest will be recorded on the Direct and
Indirect Participants’ records, but DTC will have no knowledge of your
individual ownership. DTC’s records reflect only the identity of the Direct
Participants to whose accounts shares of Series A Preferred Stock are credited.

You will not receive written confirmation from DTC of your purchase. The
Direct or Indirect Participants through whom you purchased the Series A
Preferred Stock should send you written confirmations providing details of your
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transactions, as well as periodic statements of your holdings. The Direct and
Indirect Participants are responsible for keeping an accurate account of the
holdings of their customers like you.

Transfers of ownership interests held through Direct and Indirect Participants
will be accomplished by entries on the books of Direct and Indirect Participants
acting on behalf of the beneficial owners.

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

We understand that, under DTC’s existing practices, in the event that we request
any action of the holders, or an owner of a beneficial interest in a global
security, such as you, desires to take any action which a holder is entitled to
take under our Articles (including the Certificate of Determination), DTC
would authorize the Direct Participants holding the relevant shares to take such
action, and those Direct Participants and any Indirect Participants would
authorize beneficial owners owning through those Direct and Indirect
Participants to take such action or would otherwise act upon the instructions of
beneficial owners owning through them.

Any redemption notices with respect to the Series A Preferred Stock will be
sent to Cede & Co. If less than all of the outstanding shares of Series A
Preferred Stock are being redeemed, DTC will reduce each Direct Participant’s
holdings of shares of Series A Preferred Stock in accordance with its
procedures.
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In those instances where a vote is required, neither DTC nor Cede & Co. itself
will consent or vote with respect to the shares of Series A Preferred Stock.
Under its usual procedures, DTC would mail an omnibus proxy to us as soon as
possible after the record date. The omnibus proxy assigns Cede & Co.’s
consenting or voting rights to those Direct Participants whose accounts the
shares of Series A Preferred Stock are credited to on the record date, which are
identified in a listing attached to the omnibus proxy.

Dividends on the Series A Preferred Stock will be paid directly to DTC’s
nominee (or its successor, if applicable). DTC’s practice is to credit participants’
accounts on the relevant payment date in accordance with their respective
holdings shown on DTC’s records unless DTC has reason to believe that it will
not receive payment on that payment date.

Payments by Direct and Indirect Participants to beneficial owners will be
governed by standing instructions and customary practices, as is the case with
securities held for the accounts of customers in bearer form or registered in
“street name.” These payments will be the responsibility of the participant and not
of DTC, us or any agent of ours.

DTC may discontinue providing its services as securities depositary with
respect to the Series A Preferred Stock at any time by giving reasonable notice
to us. Additionally, we may decide to discontinue the book-entry only system of
transfers with respect to the Series A Preferred Stock. In that event, we will
print and deliver certificates in fully registered form for the Series A Preferred
Stock. If DTC notifies us that it is unwilling to continue as securities depositary,
or it is unable to continue or ceases to be a clearing agency registered under the
Exchange Act and a successor depositary is not appointed by us within 90 days
after receiving such notice or becoming aware that DTC is no longer so
registered, we will issue the Series A Preferred Stock in definitive form, at our
expense, upon registration of transfer of, or in exchange for, such global
security.

According to DTC, the foregoing information with respect to DTC has been
provided to the financial community for informational purposes only and is not
intended to serve as a representation, warranty or contract modification of any
kind.

Global Clearance and Settlement Procedures

Initial settlement for the Series A Preferred Stock will be made in immediately
available funds. Secondary market trading among DTC’s Participants will occur
in the ordinary way in accordance with DTC’s rules and will be settled in
immediately available funds using DTC’s Same-Day Funds Settlement System.
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MATERIAL U.S. FEDERAL INCOME TAX CONSEQUENCES

The following discussion summarizes the material U.S. federal income tax
consequences that may be applicable to “U.S. holders” and “non-U.S. holders”
(each as defined below) with respect to the purchase, ownership, and
disposition of the Series A Preferred Stock offered by this prospectus
supplement and accompanying prospectus. This discussion only applies to
purchasers who purchase and hold the Series A Preferred Stock as a capital
asset within the meaning of Section 1221 of the Internal Revenue Code of 1986,
as amended (the “Code”) (generally, property held for investment). This
discussion does not describe all of the tax consequences that may be relevant to
each purchaser or holder of Series A Preferred Stock in light of its particular
circumstances.

This discussion is based upon provisions of the Code, Treasury regulations,
rulings and judicial decisions as of the date hereof. These authorities may
change, perhaps retroactively, which could result in U.S. federal income tax
consequences different from those summarized below. This discussion does not
address all aspects of U.S. federal income taxes (such as the alternative
minimum tax) and does not describe any foreign, state, local or other tax
considerations that may be relevant to a purchaser or holder of Series A
Preferred Stock in light of their particular circumstances. In addition, this
discussion does not describe the U.S. federal income tax consequences
applicable to a purchaser or a holder of Series A Preferred Stock who is subject
to special treatment under U.S. federal income tax laws (including a corporation
that accumulates earnings to avoid U.S. federal income tax, a pass-through
entity or an investor in a pass-through entity, a tax-exempt entity, pension or
other employee benefit plans, financial institutions or broker-dealers, persons
holding Series A Preferred Stock as part of a hedging or conversion transaction
or straddle, a person subject to the alternative minimum tax, an insurance
company, former U.S. citizens, or former long-term U.S. residents). A change
in law may significantly alter the tax considerations that we describe in this
discussion.

If a partnership (or any other entity treated as a partnership for U.S. federal
income tax purposes) holds Series A Preferred Stock, the U.S. federal income
tax treatment of a partner of that partnership generally will depend upon the
status of the partner and the activities of the partnership. If you are a partnership
or a partner of a partnership holding our Series A Preferred Stock, you should
consult your tax advisors as to the particular U.S. federal income tax
consequences of holding and disposing of our Series A Preferred Stock.

THIS DISCUSSION IS PROVIDED FOR GENERAL INFORMATION
ONLY AND DOES NOT CONSTITUTE LEGAL ADVICE TO ANY
PROSPECTIVE PURCHASER OF OUR SERIES A PREFERRED STOCK.
ADDITIONALLY, THIS DISCUSSION CANNOT BE USED BY ANY
HOLDER FOR THE PURPOSE OF AVOIDING TAX PENALTIES THAT
MAY BE IMPOSED ON SUCH HOLDER. IF YOU ARE CONSIDERING

Edgar Filing: American Southwest Music Distribution, Inc - Form 10QSB

77



THE PURCHASE OF OUR SERIES A PREFERRED STOCK, YOU
SHOULD CONSULT YOUR OWN TAX ADVISORS CONCERNING THE
U.S. FEDERAL INCOME TAX CONSEQUENCES OF PURCHASING,
OWNING AND DISPOSING OF OUR SERIES A PREFERRED STOCK IN
LIGHT OF YOUR PARTICULAR CIRCUMSTANCES AND ANY
CONSEQUENCES ARISING UNDER THE LAWS OF APPLICABLE
STATE, LOCAL OR FOREIGN TAXING JURISDICTIONS. YOU SHOULD
ALSO CONSULT WITH YOUR TAX ADVISORS CONCERNING ANY
POSSIBLE ENACTMENT OF LEGISLATION THAT WOULD AFFECT
YOUR INVESTMENT IN OUR SERIES A PREFERRED STOCK IN YOUR
PARTICULAR CIRCUMSTANCES.

U.S. Holders

Subject to the qualifications set forth above, the following discussion
summarizes the material U.S. federal income tax consequences of the purchase,
ownership and disposition of our Series A Preferred Stock by “U.S. holders.” You
are a “U.S. holder” if you are a beneficial owner of our Series A Preferred Stock
and you are for U.S. federal income tax purposes:

� an individual citizen or resident of the United States;

�a corporation (or other entity treated as a corporation for U.S. federal income
tax purposes) created or organized in or under the laws of the United States,
any state thereof or the District of Columbia;

�an estate the income of which is subject to U.S. federal income taxation
regardless of its source; or

�a trust if it (a) is subject to the primary supervision of a court within the
United States and one or more United States persons have the authority to
control all substantial decisions of the trust or (b) has a valid election in effect
under applicable Treasury regulations to be treated as a United States person.
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U.S. Holder: Distributions in General. In general, if distributions are made with
respect to our Series A Preferred Stock, such distributions will be treated as
dividends to the extent of our current and accumulated earnings and profits as
determined for U.S. federal income tax purposes. Any portion of a distribution
that exceeds our current and accumulated earnings and profits will first be
applied to reduce a U.S. holder’s tax basis in the Series A Preferred Stock, and
the excess will be treated as gain from the disposition of the Series A Preferred
Stock, the tax treatment of which is discussed below under “U.S. Holder:
Disposition of Series A Preferred Stock, Including Redemptions.” We currently
do not have accumulated earnings and profits. Additionally, we may not have
sufficient current earnings and profits during future fiscal years for the
distributions on the Series A Preferred Stock to qualify as dividends for U.S.
federal income tax purposes.

Dividends received by individual holders of Series A Preferred Stock will
generally be subject to a reduced maximum tax rate of up to 20% if such
dividends are treated as “qualified dividend income” for U.S. federal income tax
purposes. The rate reduction does not apply to dividends received to the extent
that the individual stockholder elects to treat the dividends as “investment
income,” which may be offset against investment expenses. Furthermore, the rate
reduction does not apply to dividends that are paid to individual stockholders
with respect to the Series A Preferred Stock that is held for 60 days or less
during the 121-day period beginning on the date which is 60 days before the
date on which the Series A Preferred Stock becomes ex-dividend (or where the
dividend is attributable to a period or periods in excess of 366 days, Series A
Preferred Stock that is held for 90 days or less during the 181-day period
beginning on the date which is 90 days before the date on which the Series A
Preferred Stock becomes ex-dividend). In addition, if a dividend received by an
individual stockholder that qualifies for the rate reduction is an “extraordinary
dividend” within the meaning of Section 1059 of the Code, any loss recognized
by such individual holder on a subsequent disposition of the stock will be
treated as long-term capital loss to the extent of such “extraordinary dividend,”
irrespective of such holder’s holding period for the stock. Furthermore, under the
2010 Health Care and Education Reconciliation Act (“2010 Reconciliation Act”),
dividends recognized by U.S. holders that are individuals could be subject to the
3.8% Medicare tax on net investment income. Individual stockholders should
consult their own tax advisors regarding the implications of these rules in light
of their particular circumstances.

Dividends received by corporate holders of Series A Preferred Stock generally
will be eligible for the dividends-received deduction. Generally, this deduction
is allowed if the underlying stock is held for at least 46 days during the 91 day
period beginning on the date 45 days before the ex-dividend date of the stock,
and for cumulative preferred stock with an arrearage of dividends attributable to
a period in excess of 366 days, the holding period is at least 91 days during the
181-day period beginning on the date 90 days before the ex-dividend date of the
stock. Corporate holders of Series A Preferred Stock should also consider the
effect of Section 246A of the Code, which reduces the dividends-received
deduction allowed to a corporate stockholder that has incurred indebtedness that
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is “directly attributable” to an investment in portfolio stock such as preferred
stock. If a corporate stockholder receives a dividend on the Series A Preferred
Stock that is an “extraordinary dividend” within the meaning of Section 1059 of
the Code, the stockholder in certain instances must reduce its tax basis in the
Series A Preferred Stock by the amount of the “nontaxed portion” of such
“extraordinary dividend” that results from the application of the
dividends-received deduction. If the “nontaxed portion” of such “extraordinary
dividend” exceeds such corporate stockholder’s tax basis, any excess will be
taxed as gain as if such stockholder had disposed of its shares in the year the
“extraordinary dividend” is paid. Each U.S. corporate holder of Series A Preferred
Stock is urged to consult with its tax advisors with respect to the eligibility for
and amount of any dividends received deduction and the application of Section
1059 of the Code to any dividends it receives on our Series A Preferred Stock.

Holder’s Conversion Option. If upon a Change of Control we do not exercise our
call option and a U.S. holder elects to convert some or all of the holder’s Series
A Preferred Stock into our common stock, the holder should not recognize gain
or loss upon the conversion except as noted below. The U.S. holder’s conversion
of Series A Preferred Stock into our common stock may result in a distribution
taxed in the same manner as a cash distribution described under the heading
“U.S. Holder: Distributions in General” if either: (i) the holder’s right is pursuant
to a plan to periodically increase a stockholder’s proportionate interest in the
assets or earnings and profits, or (ii) there are dividends in arrears on the Series
A Preferred Stock at the time of the recapitalization, and as a result, there are
increases in the holder’s interest in the assets or earnings and profits. In the latter
case, the amount of the constructive distribution is limited to the lesser of (i) the
amount by which the value of the common stock received exceeds the issue
price of the Series A Preferred Stock, which in this case, would be the
redemption premium; or (ii) the amount of dividends in arrears on the Series A
Preferred Stock. We believe that any conversion of the Series A Preferred Stock
into common stock should not be treated as pursuant to a plan to periodically
increase the holders’ interest in the assets or earnings and profits. Accordingly,
the amount of any deemed distribution upon conversion should be the lesser of:
(i) the redemption premium for Series A Preferred Stock or (ii) the amount of
dividends in arrears. Assuming we make regular payments of dividends on the
Series A Preferred Stock, any constructive distribution attributable to
conversion of the Series A Preferred Stock into common stock should be
limited in amount.
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U.S. Holder: Disposition of Series A Preferred Stock, Including Redemptions.
Upon any sale, exchange, redemption (except as discussed below), or other
disposition of the Series A Preferred Stock, a U.S. holder generally will
recognize capital gain or loss equal to the difference between the amount
realized by the U.S. holder on any sale, exchange, redemption (except as
discussed below), or other disposition, and the U.S. holder’s adjusted tax basis in
the Series A Preferred Stock. Such capital gain or loss will be long-term capital
gain or loss if the U.S. holder’s holding period for the Series A Preferred Stock
exceeds one year. A U.S. holder should consult its own tax advisors with
respect to applicable tax rates and netting rules for capital gains and losses.
Certain limitations exist on the deduction of capital losses by both corporate and
non-corporate taxpayers. In addition, under the 2010 Reconciliation Act, gains
recognized by U.S. holders that are individuals could be subject to the 3.8%
Medicare tax on net investment income.

A redemption of shares of the Series A Preferred Stock will generally be a
taxable event. If the redemption is treated as a sale or exchange, instead of a
dividend, a U.S. holder generally will recognize capital gain or loss (which will
be long-term capital gain or loss, if the U.S. holder’s holding period for such
Series A Preferred Stock exceeds one year), equal to the difference between the
amount realized by the U.S. holder and the U.S. holder’s adjusted tax basis in the
Series A Preferred Stock redeemed, except to the extent that any cash received
is attributable to any accrued but unpaid dividends on the Series A Preferred
Stock, which generally will be subject to the rules discussed above in “U.S.
Holder: Distributions in General.” A payment made in redemption of Series A
Preferred Stock may be treated as a dividend, rather than as payment in
exchange for the Series A Preferred Stock, unless the redemption:

� is “not essentially equivalent to a dividend” with respect to a U.S. holder under
Section 302(b)(1) of the Code;

� is a “substantially disproportionate” redemption with respect to a U.S.
holder under Section 302(b)(2) of the Code;

� results in a “complete redemption” of a U.S. holder’s stock interest in the
company under Section 302(b)(3) of the Code; or

� is a redemption of stock held by a non-corporate stockholder, which results in
a partial liquidation of the Company under Section 302(b)(4) of the Code.

In determining whether any of these tests has been met, a U.S. holder must take
into account not only shares of Series A Preferred Stock and our common stock
that the U.S. holder actually owns, but also shares and other equity interests that
the U.S. holder constructively owns within the meaning of Section 318 of the
Code.

A redemption payment will be treated as “not essentially equivalent to a dividend”
if it results in a “meaningful reduction” in a U.S. holder’s aggregate stock interest
in the company, which will depend on the U.S. holder’s particular facts and
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circumstances at such time. If the redemption payment is treated as a dividend,
the rules discussed above in “U.S. Holder: Distributions in General” apply.

Satisfaction of the “complete redemption” and “substantially disproportionate”
exceptions is dependent upon compliance with the objective tests set forth in
Section 302(b)(3) and Section 302(b)(2) of the Code. A redemption will result
in a “complete redemption” if either all of our stock actually and constructively
owned by a U.S. holder is exchanged in the redemption or all of our stock
actually owned by the U.S. holder is exchanged in the redemption and the U.S.
holder is eligible to waive, and, if the U.S. holder constructively owns our stock
by reason of a family member’s ownership of our stock, the U.S. holder
effectively waives, the attribution of our stock constructively owned by the U.S.
holder in accordance with the procedures described in Section 302(c)(2) of the
Code. A redemption does not qualify for the “substantially disproportionate”
exception if the stock redeemed is only non-voting stock, and for this purpose,
stock which does not have voting rights until the occurrence of an event is not
voting stock until the occurrence of the specified event. Accordingly, any
redemption of Series A Preferred Stock will likely not qualify for this exception
because the voting rights are limited as provided in the “Description of the Series
A Preferred Stock—Voting Rights.”
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For purposes of the “redemption from non-corporate stockholders in a partial
liquidation” test, a distribution will be treated as in partial liquidation of a
corporation if the distribution is not essentially equivalent to a dividend
(determined at the corporate level rather than the stockholder level) and the
distribution is pursuant to a plan and occurs within the taxable year in which the
plan was adopted or within the succeeding taxable year. For these purposes, a
distribution is generally not essentially equivalent to a dividend if the
distribution results in a corporate contraction. The determination of what
constitutes a corporate contraction is generally factual in nature, and has been
interpreted under case law to include the termination of a business or line of
business.

Each U.S. holder of Series A Preferred Stock should consult its own tax
advisors to determine whether a payment made in redemption of Series A
Preferred Stock will be treated as a dividend or as payment in exchange for the
Series A Preferred Stock. If the redemption payment is treated as a dividend,
the rules discussed above in “U.S. Holder: Distributions in General” apply.

U.S. Holder: Information Reporting and Backup Withholding. Information
reporting and backup withholding may apply with respect to payments of
dividends on the Series A Preferred Stock and to certain payments of proceeds
on the sale or other disposition of our Series A Preferred Stock. Certain
non-corporate U.S. holders may be subject to U.S. backup withholding
(currently at a rate of 28%) on payments of dividends on the Series A Preferred
Stock and certain payments of proceeds on the sale or other disposition of our
Series A Preferred Stock unless the beneficial owner of such Series A Preferred
Stock furnishes the payor or its agent with a taxpayer identification number,
certified under penalties of perjury, and certain other information, or otherwise
establishes, in the manner prescribed by law, an exemption from backup
withholding.

U.S. backup withholding tax is not an additional tax. Any amounts withheld
under the backup withholding rules may be allowed as a refund or a credit
against a U.S. holder’s U.S. federal income tax liability, which may entitle the
U.S. holder to a refund, provided the U.S. holder timely furnishes the required
information to the Internal Revenue Service.

Non-U.S. Holders

Subject to the qualifications set forth above under the caption “Material U.S.
Federal Income Tax Consequences,” the following discussion summarizes the
material U.S. federal income tax consequences of the purchase, ownership and
disposition of our Series A Preferred Stock by certain “non-U.S. holders” (as
defined below). For purposes of this discussion, you are a “non-U.S. holder” if
you are a beneficial owner of Series A Preferred Stock and you are not a “U.S.
holder.”

Non-U.S. Holder: Distributions on the Series A Preferred Stock. In general, if
distributions (whether in cash or our common stock or Series A Preferred
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Stock) are made with respect to our Series A Preferred Stock, such distributions
will be treated as dividends to the extent of our current and accumulated
earnings and profits as determined for U.S. federal income tax purposes and
will be subject to withholding as discussed below. Any portion of a distribution
that exceeds our current and accumulated earnings and profits will first be
applied to reduce the non-U.S. holder’s tax basis in the Series A Preferred Stock
and, to the extent such portion exceeds the non-U.S. holder’s basis, the excess
will be treated as gain from the disposition of the Series A Preferred Stock, the
tax treatment of which is discussed below under “Non-U.S. Holder: Disposition
of Series A Preferred Stock, Including Redemptions.” We currently do not have
accumulated earnings and profits. Additionally, we may not have sufficient
current earnings and profits during future fiscal years for the distributions on the
Series A Preferred Stock to qualify as dividends for U.S. federal income tax
purposes. Furthermore, if we are a U.S. real property holding corporation, or a
“USRPHC,” which we believe that we are, and any distribution exceeds our
current and accumulated earnings and profits, we will need to choose to satisfy
our withholding requirements either by treating the entire distribution as a
dividend, subject to the withholding rules in the following paragraph (and
withhold at a minimum rate of 10% or such lower rate as may be specified by
an applicable income tax treaty for distributions from a USRPHC), or by
treating only the amount of the distribution equal to our reasonable estimate of
our current and accumulated earnings and profits as a dividend, subject to the
withholding rules in the following paragraph, with the excess portion of the
distribution subject to withholding at a rate of 10% or such lower rate as may be
specified by an applicable income tax treaty as if such excess were the result of
a sale of shares in a USRPHC (discussed below under “Non-U.S. Holder:
Disposition of Series A Preferred Stock, Including Redemptions”), with a credit
generally allowed against the non-U.S. holder’s U.S. federal income tax liability
in an amount equal to the amount withheld from such excess.
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Dividends paid to a non-U.S. holder of our Series A Preferred Stock will
generally be subject to withholding of U.S. federal income tax at a 30% rate or
such lower rate as may be specified by an applicable income tax treaty.
However, dividends that are effectively connected with the conduct of a trade or
business by the non-U.S. holder within the United States (and, where a tax
treaty applies, are attributable to a permanent establishment maintained by the
non-U.S. holder in the United States) are not subject to the withholding tax,
provided certain certification and disclosure requirements are satisfied,
including completing Internal Revenue Service Form W-8ECI (or other
applicable form). Instead, such dividends are subject to U.S. federal income tax
on a net income basis in the same manner as if the non-U.S. holder were a
United States person as defined under the Code, unless an applicable income
tax treaty provides otherwise.

Any such effectively connected dividends received by a foreign corporation
may be subject to an additional “branch profits tax” at a 30% rate or such lower
rate as may be specified by an applicable income tax treaty.

A non-U.S. holder of our Series A Preferred Stock who wishes to claim the
benefit of an applicable treaty rate and avoid backup withholding, as discussed
below, for dividends will be required to (a) complete Internal Revenue Service
Form W-8BEN (or other applicable form) and certify under penalty of perjury
that such holder is not a United States person as defined under the Code and is
eligible for treaty benefits, or (b) if our Series A Preferred Stock is held through
certain foreign intermediaries, satisfy the relevant certification requirements of
applicable Treasury regulations.

A non-U.S. holder of our Series A Preferred Stock eligible for a reduced rate of
U.S. withholding tax pursuant to an income tax treaty may obtain a refund of
any excess amounts withheld by timely filing an appropriate claim for refund
with the Internal Revenue Service.

Non-U.S. Holder: Disposition of Series A Preferred Stock, Including
Redemptions. Any gain realized by a non-U.S. holder on the disposition of our
Series A Preferred Stock will generally not be subject to U.S. federal income or
withholding tax unless:

� the gain is effectively connected with the conduct of a trade or business by the
non-U.S. holder in the United States (and, if required by an applicable income
tax treaty, is attributable to a permanent establishment maintained by the
non-U.S. holder in the United States);

� the non-U.S. holder is an individual who is present in the United States for
183 days or more in the taxable year of that disposition, and certain other
conditions are met; or

�we are or have been a USRPHC for U.S. federal income tax purposes, as such
term is defined in Section 897(c) of the Code, and such non-U.S. holder
owned directly or pursuant to certain attribution rules at any time during the
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five-year period ending on the date of disposition more than 5% of our Series
A Preferred Stock. This assumes that our Series A Preferred Stock is regularly
traded on an established securities market, within the meaning of Section
897(c)(3) of the Code. We believe we are a USRPHC and that our Series A
Preferred Stock will be regularly traded on an established securities market.

A non-U.S. holder described in the first bullet point immediately above will
generally be subject to tax on the net gain derived from the sale under regular
graduated U.S. federal income tax rates in the same manner as if the non-U.S.
holder were a United States person as defined under the Code, and if it is a
corporation, may be subject to the branch profits tax equal to 30% of its
effectively connected earnings and profits or at such lower rate as may be
specified by an applicable income tax treaty. An individual non-U.S. holder
described in the second bullet point immediately above will be subject to a flat
30% tax on the gain derived from the sale, which may be offset by U.S. source
capital losses, even though the individual is not considered a resident of the
United States. A non-U.S. holder described in the third bullet point above will
be subject to U.S. federal income tax under regular graduated U.S. federal
income tax rates with respect to the gain recognized in the same manner as if
the non-U.S. holder were a United States person as defined under the Code.
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If a non-U.S. holder is subject to U.S. federal income tax on any sale, exchange,
redemption (except as discussed below), or other disposition of the Series A
Preferred Stock, such a non-U.S. holder will recognize capital gain or loss equal
to the difference between the amount realized by the non-U.S. holder on any
sale, exchange, redemption (except as discussed below), or other disposition,
and the non-U.S. holder’s adjusted tax basis in the Series A Preferred Stock.
Such capital gain or loss will be long-term capital gain or loss if the non-U.S.
holder’s holding period for the Series A Preferred Stock exceeds one year. A
non-U.S. holder should consult its own tax advisors with respect to applicable
tax rates and netting rules for capital gains and losses. Certain limitations exist
on the deduction of capital losses by both corporate and non-corporate
taxpayers.

If a non-U.S. holder is subject to U.S. federal income tax on any disposition of
the Series A Preferred Stock, a redemption of shares of the Series A Preferred
Stock will be a taxable event. If the redemption is treated as a sale or exchange,
instead of a dividend, a non-U.S. holder generally will recognize long-term
capital gain or loss, if the non-U.S. holder’s holding period for such Series A
Preferred Stock exceeds one year, equal to the difference between the amount
of cash received and fair market value of property received and the non-U.S.
holder’s adjusted tax basis in the Series A Preferred Stock redeemed, except that
to the extent that any cash received is attributable to any accrued but unpaid
dividends on the Series A Preferred Stock, which generally will be subject to
the rules discussed above in “Non-U.S. Holder: Distributions on the Series A
Preferred Stock.” A payment made in redemption of Series A Preferred Stock
may be treated as a dividend, rather than as payment in exchange for the Series
A Preferred Stock, in the same circumstances discussed above under “U.S.
Holder: Disposition of Series A Preferred Stock, Including Redemptions.” Each
non-U.S. holder of Series A Preferred Stock should consult its own tax advisors
to determine whether a payment made in redemption of Series A Preferred
Stock will be treated as a dividend or as payment in exchange for the Series A
Preferred Stock.

Non-U.S. Holder: Information Reporting and Backup Withholding. We must
report annually to the Internal Revenue Service and to each non-U.S. holder the
amount of dividends paid to such non-U.S. holder and the tax withheld with
respect to such dividends, regardless of whether withholding was required.
Copies of the information returns reporting such dividends and withholding
may also be made available to the tax authorities in the country in which the
non-U.S. holder resides under the provisions of an applicable income tax treaty.

A non-U.S. holder will not be subject to backup withholding on dividends paid
to such non-U.S. holder as long as such non-U.S. holder certifies under penalty
of perjury that it is a non-U.S. holder (and the payor does not have actual
knowledge or reason to know that such non-U.S. holder is a United States
person as defined under the Code), or such non-U.S. holder otherwise
establishes an exemption.

Depending on the circumstances, information reporting and backup withholding
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may apply to the proceeds received from a sale or other disposition of our
Series A Preferred Stock, unless the beneficial owner certifies under penalty of
perjury that it is a non-U.S. holder (and the payor does not have actual
knowledge or reason to know that the beneficial owner is a United States person
as defined under the Code), or such owner otherwise establishes an exemption.

U.S. backup withholding tax is not an additional tax. Any amounts withheld
under the backup withholding rules may be allowed as a refund or a credit
against a non-U.S. holder’s U.S. federal income tax liability provided the
required information is timely furnished to the Internal Revenue Service.

Recently Enacted Legislation Relating to Foreign Accounts. Recently enacted
legislation, the Foreign Account Tax Compliance Act (“FATCA”), will generally
impose a 30% withholding tax on dividends on Series A Preferred Stock and
the gross proceeds of a disposition of Series A Preferred Stock that are paid to:
(i) a foreign financial institution (as that term is defined in Section 1471(d)(4)
of the Code) unless that foreign financial institution enters into an agreement
with the U.S. Treasury Department to collect and disclose information
regarding U.S. account holders of that foreign financial institution (including
certain account holders that are foreign entities that have U.S. owners) and
satisfies other requirements; and (ii) specified other foreign entities unless such
entity certifies that it does not have any substantial U.S. owners or provides the
name, address and taxpayer identification number of each substantial U.S.
owner and such entity satisfies other specified requirements. Foreign financial
institutions located in jurisdictions that have an “intergovernmental agreement”
with the United States governing FATCA may be subject to different rules.
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The FATCA withholding tax of 30% generally will apply to dividends paid on
shares of our Series A Preferred Stock after June 30, 2014, and will apply to
gross proceeds from the disposition of shares of our Series A Preferred Stock
after December 31, 2016.

Although administrative guidance and final Treasury regulations regarding the
FATCA rules have recently been issued, the exact scope of these rules remains
unclear. Prospective investors should consult their own tax advisors regarding
the possible impact of these rules on their investment in the Series A Preferred
Stock.
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UNDERWRITING

We have entered into an underwriting agreement with MLV & Co. LLC, as
representative of the several underwriters named therein, with respect to the
shares of Series A Preferred Stock in this offering. Under the terms and subject
to the conditions contained in the underwriting agreement, each underwriter
named below has severally agreed to purchase from us, and we have agreed to
sell to that underwriter, the number of shares of Series A Preferred Stock set
forth opposite the underwriter’s name.

Underwriter
Number of Shares of Series

A Preferred Stock
MLV & Co. LLC
Euro Pacific Capital
Ladenburg Thalmann
Maxim Group LLC
Northland Capital Markets

   Total

The underwriting agreement provides that the obligations of the several
underwriters to purchase the shares of Series A Preferred Stock included in this
offering are subject to approval of legal matters by counsel and to other
conditions. The underwriters are obligated to purchase all of the shares of Series
A Preferred Stock if they purchase any of the shares of Series A Preferred
Stock. ‘Northland Capital Markets’ is the trade name for certain capital markets
and investment banking services of Northland Securities, Inc., member
FINRA/SIPC.

The underwriters, for whom MLV & Co. is acting as representative, proposes to
offer some of the shares of Series A Preferred Stock directly to the public at the
public offering price set forth on the cover page of this prospectus supplement.
If all of the shares of Series A Preferred Stock are not sold at the initial offering
price, the representatives may change the public offering price and the other
selling terms.

We have granted to the underwriters an option, exercisable for 30 days from the
date of this prospectus supplement, to purchase up to             additional shares
of Series A Preferred Stock. The underwriters may exercise the option solely
for the purpose of covering over-allotments, if any, in connection with this
offering. To the extent the option is exercised, each underwriter must purchase a
number of additional shares of Series A Preferred Stock approximately
proportionate to that underwriter’s initial purchase commitment. Any shares
issued or sold under the option will be issued and sold on the same terms and
conditions as the other shares that are the subject of this offering.

We intend to apply to have the shares of Series A Preferred Stock listed on the
NYSE MKT, under the symbol “YUMAprA.” If this application is approved,
trading of the shares of Series A Preferred Stock on the NYSE MKT is expected
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to begin within 30 days following initial delivery of the shares of Series A
Preferred Stock.

The following table shows the underwriting discounts and commissions that we
are to pay to the underwriters in connection with this offering. These amounts
are shown assuming both no exercise and full exercise of the underwriters’
option to purchase additional shares of Series A Preferred Stock.

Per Share Total
Without

Option to
Purchase

Additional
Shares

With
Option to
Purchase

Additional
Shares

Without
Option to
Purchase

Additional
Shares

With
Option to
Purchase

Additional
Shares

Public offering price
Underwriting discounts and
commissions paid by us
Proceeds to us, before expenses

We have agreed to pay all of the underwriters' reasonable out-of-pocket
expenses (including fees and expenses of underwriters’ counsel not to exceed
$125,000) incurred by the underwriters in connection with this offering. In
addition, we estimate that our share of the total expenses of this offering,
excluding underwriting discounts but including our reimbursement obligation of
the underwriters' reasonable out-of-pocket expenses described above, will be
approximately $          .
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In connection with the offering, MLV & Co. on behalf of the underwriters may
purchase and sell shares of Series A Preferred Stock in the open market. These
transactions may include short sales, syndicate covering transactions and
stabilizing transactions. Short sales involve syndicate sales of shares of Series A
Preferred Stock in excess of the number of shares of Series A Preferred Stock to
be purchased by the underwriters in the offering, which creates a syndicate
short position. “Covered” short sales are sales of shares of Series A Preferred
Stock made in an amount up to the number of shares represented by the
underwriters’ over-allotment option. In determining the source of shares of
Series A Preferred Stock to close out the covered syndicate short position, the
underwriters will consider, among other things, the price of shares of Series A
Preferred Stock available for purchase in the open market as compared to the
price at which they may purchase shares of Series A Preferred Stock through
the over-allotment option. Transactions to close out the covered syndicate short
position involve either purchases of the shares of Series A Preferred Stock in
the open market after the distribution has been completed or the exercise of the
over-allotment option. The underwriters may also make “naked” short sales of
shares of Series A Preferred Stock in excess of the over-allotment option. The
underwriters must close out any naked short position by purchasing shares of
Series A Preferred Stock in the open market. A naked short position is more
likely to be created if the underwriters are concerned that there may be
downward pressure on the price of the shares of Series A Preferred Stock in the
open market after pricing that could adversely affect investors who purchase in
the offering. Stabilizing transactions consist of bids for or purchases of shares
of Series A Preferred Stock in the open market while the offering is in progress.

Any of these activities may have the effect of preventing or retarding a decline
of the market price of the shares of Series A Preferred Stock. They may also
cause the price of the shares of Series A Preferred Stock to be higher than the
price that would otherwise exist in the open market in the absence of these
transactions. The underwriters may conduct these transactions on the NYSE
MKT or in the over-the-counter market, or otherwise. If the underwriters
commence any of these transactions, they may discontinue any of them at any
time.

Certain of the underwriters have performed investment banking and advisory
services for us from time to time for which they have received customary fees
and expenses. The underwriters may, from time to time, engage in transactions
with and perform services for us in the ordinary course of their business.

We have agreed to indemnify the underwriters against certain liabilities,
including liabilities under the Securities Act, or to contribute to payments the
underwriters may be required to make because of any of those liabilities.

We expect to deliver the shares of Series A Preferred Stock against payment in
New York City on or about the expected settlement date specified on the cover
page of this prospectus supplement, which is the fifth business day following
the expected date of this prospectus supplement. Under Rule 15c6-1 of the
Exchange Act, trades in the secondary market generally are required to settle in
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three business days, unless the parties to any such trade expressly agree
otherwise. Accordingly, purchasers who wish to trade the shares of Series A
Preferred Stock on the date of this prospectus supplement or the next
succeeding three business days will be required, by virtue of the fact that the
shares of Series A Preferred Stock initially will settle in T+5, to specify an
alternative settlement cycle at the time of any such trade to prevent a failed
settlement and should consult their own advisor.

This prospectus supplement and the accompanying prospectus in electronic
format may be made available on Internet websites maintained by the
underwriter of this offering and may be made available on websites maintained
by other dealers. Other than the prospectus supplement and the accompanying
prospectus in electronic format, the information on the underwriters’ website and
any information contained in any other website maintained by any dealer is not
part of the prospectus supplement and the accompanying prospectus or the
registration statement of which the prospectus supplement and the
accompanying prospectus form a part.
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European Economic Area — Belgium, Germany, Luxembourg and Netherlands

In relation to each Member State of the European Economic Area which has
implemented the Prospectus Directive (each, a “Relevant Member State”), from
and including the date on which the Prospectus Directive is implemented in that
Relevant Member State (the “Relevant Implementation Date”), an offer to the
public of securities contemplated by this Prospectus has not been made and may
not be made to the public in that Relevant Member State other than:

� to any legal entity which is a qualified investor as defined in the Prospectus
Directive;

� to fewer than 100 or, if the Relevant Member State has implemented the
relevant provision of the 2010 PD Amending Directive, 150, natural or legal
persons (other than qualified investors as defined in the Prospectus Directive),
as permitted under the Prospectus Directive, subject to obtaining the prior
consent of the relevant Dealer or Dealers nominated by the Issuer for any such
offer; or

� in any other circumstances falling within Article 3(2) of the Prospectus
Directive,

provided that no such offer of securities shall require the Issuer or any
underwriter to publish a prospectus pursuant to Article 3 of the Prospectus
Directive or supplement a prospectus pursuant to Article 16 of the Prospectus
Directive.

For the purposes of this provision, the expression an “offer of securities to the
public” in relation to any securities in any Relevant Member State means the
communication in any form and by any means of sufficient information on the
terms of the offer and the securities to be offered so as to enable an investor to
decide to purchase or subscribe the securities, as the same may be varied in that
Member State by any measure implementing the Prospectus Directive in that
Member State, the expression “Prospectus Directive” means Directive
2003/71/EC (and amendments thereto, including the 2010 PD Amending
Directive, to the extent implemented in the Relevant Member State), and
includes any relevant implementing measure in the Relevant Member State and
the expression “2010 PD Amending Directive” means Directive 2010/73/EU.

France

This document is not being distributed in the context of a public offering of
financial securities (offre au public de titres financiers) in France within the
meaning of Article L.411-1 of the French Monetary and Financial Code (Code
monétaire et financier) and Articles 211-1 et seq. of the General Regulation of
the French Autorité des marchés financiers (“AMF”). The securities have not been
offered or sold and will not be offered or sold, directly or indirectly, to the
public in France.
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This document and any other offering material relating to the securities have not
been, and will not be, submitted to the AMF for approval in France and,
accordingly, may not be distributed or caused to distributed, directly or
indirectly, to the public in France.

Such offers, sales and distributions have been and shall only be made in France
to (i) qualified investors (investisseurs qualifiés) acting for their own account,
as defined in and in accordance with Articles L.411-2-II-2° and D.411-1 to
D.411-3, D.744-1, D.754-1 and D.764-1 of the French Monetary and Financial
Code and any implementing regulation and/or (ii) a restricted number of
non-qualified investors (cercle restreint d’investisseurs) acting for their own
account, as defined in and in accordance with Articles L.411-2-II-2° and
D.411-4, D.744-1, D.754-1 and D.764-1 of the French Monetary and Financial
Code and any implementing regulation.

Pursuant to Article 211-3 of the General Regulation of the AMF, investors in
France are informed that the securities cannot be distributed (directly or
indirectly) to the public by the investors otherwise than in accordance with
Articles L.411-1, L.411-2, L.412-1 and L.621-8 to L.621-8-3 of the French
Monetary and Financial Code.
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Ireland

The information in this document does not constitute a prospectus under any
Irish laws or regulations and this document has not been filed with or approved
by any Irish regulatory authority as the information has not been prepared in the
context of a public offering of securities in Ireland within the meaning of the
Irish Prospectus (Directive 2007/71/EC) Regulations 2005, or the Prospectus
Regulations. The securities have not been offered or sold, and will not be
offered, sold or delivered directly or indirectly in Ireland by way of a public
offering, except to: (i) qualified investors as defined in Regulation 2(1) of the
Prospectus Regulations; and (ii) fewer than 100 natural or legal persons who are
not qualified investors.

Italy

The offering of the securities in the Republic of Italy has not been authorized by
the Italian Securities and Exchange Commission (Commissione Nazionale per
le Società e la Borsa, “CONSOB”) pursuant to the Italian securities legislation
and, accordingly, no offering material relating to the securities may be
distributed in Italy and such securities may not be offered or sold in Italy in a
public offer within the meaning of Article 1.1(t) of Legislative Decree No. 58 of
24 February 1998 (“Decree No. 58”), other than:

� to Italian qualified investors, as defined in Article 100 of Decree no. 58 by
reference to Article 34-ter of CONSOB Regulation no. 11971 of 14 May 1999
(“Regulation no. 1197l”) as amended (“Qualified Investors”); and

� in other circumstances that are exempt from the rules on public offer pursuant
to Article 100 of Decree No. 58 and Article 34-ter of Regulation No. 11971 as
amended.

Any offer, sale or delivery of the securities or distribution of any offer
document relating to the securities in Italy (excluding placements where a
Qualified Investor solicits an offer from the issuer) under the paragraphs above
must be:

�made by investment firms, banks or financial intermediaries permitted to
conduct such activities in Italy in accordance with Legislative Decree No. 385
of 1 September 1993 (as amended), Decree No. 58, CONSOB Regulation No.
16190 of 29 October 2007 and any other applicable laws; and

� in compliance with all relevant Italian securities, tax and exchange controls
and any other applicable laws.

Any subsequent distribution of the securities in Italy must be made in
compliance with the public offer and prospectus requirement rules provided
under Decree No. 58 and the Regulation No. 11971 as amended, unless an
exception from those rules applies. Failure to comply with such rules may result
in the sale of such securities being declared null and void and in the liability of
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the entity transferring the securities for any damages suffered by the investors.
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Portugal

This document is not being distributed in the context of a public offer of
financial securities (oferta publica de valores mobiliários) in Portugal, within
the meaning of Article 109 of the Portuguese Securities Code (Código dos
Valores Mobiliários). The securities have not been offered or sold and will not
be offered or sold, directly or indirectly, to the public in Portugal. This
document and any other offering material relating to the securities have not
been, and will not be, submitted to the Portuguese Securities Market
Commission (Comissao do Mercado de Valores Mobiliários) for approval in
Portugal and, accordingly, may not be distributed or caused to distributed,
directly or indirectly, to the public in Portugal, other than under circumstances
that are deemed not to qualify as a public offer under the Portuguese Securities
Code. Such offers, sales, and distributions of securities in Portugal are limited
to persons who are “qualified investors” (as defined in the Portuguese Securities
Code). Only such investors may receive this document and they may not
distribute it or the information contained in it to any other person.

Sweden

This document has not been, and will not be, registered with or approved by
Finansinspektionen (the Swedish Financial Supervisory Authority).
Accordingly, this document may not be made available, nor may the securities
be offered for sale in Sweden, other than under circumstances that are deemed
not to require a prospectus under the Swedish Financial Instruments Trading
Act (1991:980) (Sw.lag (1991:980) om handel med finansiella instrument). Any
offering of securities in Sweden is limited to persons who are “qualified
investors” (as defined in the Financial Instruments Trading Act). Only such
investors may receive this document and they may not distribute it or the
information contained in it to any other person.

Switzerland

The securities may not be publicly offered in Switzerland and will not be listed
on the SIX Swiss Exchange or SIX or on any other stock exchange or regulated
trading facility in Switzerland. This document has been prepared without regard
to the disclosure standards for issuance prospectuses under art. 652a or art. 1156
of the Swiss Code of Obligations or the disclosure standards for listing
prospectuses under art. 27 ff. of the SIX Listing Rules or the listing rules of any
other stock exchange or regulated trading facility m Switzerland. Neither this
document nor any other offering material relating to the securities may be
publicly distributed or otherwise made publicly available in Switzerland.

Neither this document nor any other offering material relating to the securities
have been or will be filed with or approved by any Swiss regulatory authority.
In particular, this document will not be filed with, and the offer of securities
will not be supervised by, the Swiss Financial Market Supervisory Authority
(FINMA).
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This document is personal to the recipient only and not for general circulation
in Switzerland.

United Kingdom

Neither the information in this document nor any other document relating to the
offer has been delivered for approval to the Financial Conduct Authority in the
United Kingdom and no prospectus (within the meaning of Section 85 of the
Financial Services and Markets Act 2000, as amended (“FSMA”)) has been
published or is intended to be published in respect of the securities. This
document is issued on a confidential basis to “qualified investors” (within the
meaning of Section 86(7) of FSMA) in the United Kingdom, and the securities
may not be offered or sold in the United Kingdom by means of this document,
any accompanying letter or any other document, except in circumstances which
do not require the publication of a prospectus pursuant to Section 86(1) of
FSMA.

This document should not be distributed, published or reproduced, in whole or
in part, nor may its contents be disclosed by recipients to any other person in the
United Kingdom.

Any invitation or inducement to engage in investment activity (within the
meaning of Section 21 of FSMA) received in connection with the issue or sale
of the securities has only been communicated or caused to be communicated
and will only be communicated or caused to be communicated in the United
Kingdom in circumstances in which Section 21(1) of FSMA does not apply to
us.

In the United Kingdom, this document is being distributed only to, and is
directed at, persons (i) who have professional experience in matters relating to
investments falling within Article 19(5) (investment professionals) of the
Financial Services and Markets Act 2000 (Financial Promotions) Order 2005
(“FPO”), (ii) who fall within the categories of persons referred to in Article
49(2)(a) to (d) (high net worth companies, unincorporated associations, etc.) of
the FPO or (iii) to whom it may otherwise be lawfully communicated (together
“relevant persons”). The investments to which this document relates are available
only to, and any invitation, offer or agreement to purchase will be engaged in
only with, relevant persons. Any person who is not a relevant person should not
act or rely on this document or any of its contents.
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LEGAL MATTERS

The validity of the Series A Preferred Stock being offered by this prospectus
supplement will be passed upon for us by Jones & Keller, P.C., Denver,
Colorado. Certain legal matters will be passed upon for the underwriters by
LeClairRyan, A Professional Corporation, New York, New York.

EXPERTS

The financial statements for Yuma Energy, Inc. (formerly Pyramid Oil
Company) as of December 31, 2013 and 2012, and for each of the three fiscal
years in the period ended December 31, 2013, incorporated by reference in this
prospectus supplement have been audited by SingerLewak LLP, an independent
registered public accounting firm, as set forth in their report and have been so
incorporated in reliance on such report of SingerLewak LLP given upon their
authority as experts in accounting and auditing.

Information about the estimated net proved reserves and the future net cash
flows attributable to the oil and natural gas reserves of Yuma Energy, Inc.
(formerly Pyramid Oil Company) as of December 31, 2013 and for the year
ended December 31, 2013 and incorporated by reference in this prospectus
supplement was prepared by MHA Petroleum Consultants, Inc., an independent
reserve engineering firm, and is incorporated herein in reliance upon their
authority as experts in reserves and present values.

The consolidated financial statements for The Yuma Companies, Inc. as of
December 31, 2013 and 2012, and for each of the three fiscal years in the period
ended December 31, 2013, incorporated by reference in this prospectus
supplement have been so incorporated in reliance upon the report of Grant
Thornton LLP, independent registered public accountants, upon the authority of
said firm as experts in accounting and auditing.

Information about the estimated net proved reserves and the future net cash
flows attributable to the oil and natural gas reserves of The Yuma Companies,
Inc. as of December 31, 2013 and for the year ended December 31, 2013 and
incorporated by reference in this prospectus supplement was prepared by
Netherland, Sewell & Associates, Inc., an independent reserve engineering firm,
and is incorporated herein in reliance upon their authority as experts in reserves
and present values.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports and other information with the
SEC. You may read and copy any materials we file at the SEC’s public reference
room at 100 F Street, N.E., Washington, D.C. 20549. Please call the SEC at
1-888-SEC-0330 for further information about the public reference room. The

Edgar Filing: American Southwest Music Distribution, Inc - Form 10QSB

100



SEC also maintains an Internet site at www.sec.gov that contains periodic and
current reports, proxy and information statements, and other information
regarding registrants that file electronically with the SEC.

This prospectus supplement is part of a registration statement that we filed with
the SEC, using a “shelf” registration process under the Securities Act, relating to
the securities to be offered. This prospectus supplement does not contain all of
the information set forth in the registration statement, certain parts of which are
omitted in accordance with the rules and regulations of the SEC. For further
information with respect to the Company, and the securities offered by this
prospectus supplement, reference is hereby made to the registration statement.
The registration statement, including the documents incorporated by reference
therein and the exhibits thereto, may be inspected at the Public Reference Room
maintained by the SEC at the address set forth above or may be obtained at the
SEC’s Internet site set forth above. Statements contained herein concerning any
document filed as an exhibit are not necessarily complete, and, in each instance,
reference is made to the copy of such document filed as an exhibit to the
registration statement. Each such statement is qualified in its entirety by such
reference.
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INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

The SEC allows us to “incorporate by reference” information into this prospectus
supplement and the accompanying prospectus. This means that we can disclose
important information to you by referring you to another document filed
separately with the SEC. The information incorporated by reference is
considered to be part of this prospectus supplement and the accompanying
prospectus, except for any information that is superseded by information that is
included directly in this document.

This prospectus supplement incorporates by reference the documents listed
below that we have previously filed with the SEC and that are not included in or
delivered with this document, excluding any information furnished under Item
2.02 or Item 7.01 of any Current Report on Form 8-K and exhibits filed on such
form that are related to such items.

�Our Annual Report on Form 10-K for the fiscal year ended December 31,
2013 filed with the SEC on March 31, 2014, and Amendment No. 1 on Form
10-K/A filed with the SEC on June 13, 2014;

�Our Quarterly Report on Form 10-Q for the quarter ended March 31, 2014
filed with the SEC on May 15, 2014;

�Our Quarterly Report on Form 10-Q for the quarter ended June 30, 2014 filed
with the SEC on August 14, 2014;

�Our Current Reports on Form 8-K filed with the SEC on February 6, 2014,
March 31, 2014, May 15, 2014, August 4, 2014, August 12, 2014, August 14,
2014, September 16, 2014 and October 14, 2014, and on Form 8-K/A filed on
September 22, 2014; and

�The description of Common Stock and Management’s Discussion and Analysis
of Financial Condition and Results of Operations of Yuma which are
contained in a registration statement filed on Form S-4, as amended, with the
SEC on August 4, 2014, registration number 333-197826.

The audited consolidated financial statements for Yuma Co. for the three years
ended December 31, 2013 are incorporated herein by reference to Exhibit 99.4
to our Current Report on Form 8-K/A filed with the SEC on September 22,
2014. The unaudited consolidated financial statements for Yuma Co. for the
quarterly period ended June 30, 2014 are incorporated herein by reference to
Exhibit 99.2 to our Current Report on Form 8-K/A filed with the SEC on
September 22, 2014. The unaudited consolidated financial statements for Yuma
Co. for the quarterly period ended March 31, 2014 are incorporated herein by
reference to pages F-59 to F-78 of our Registration Statement on Form S-4/A
filed with the SEC on August 7, 2014 (Registration No. 333-197826). The
unaudited pro forma condensed combined financial information are
incorporated herein by reference to Exhibit 99.3 to our Current Report on Form
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8-K/A filed with the SEC on September 22, 2014.

All documents filed by us pursuant to Section 13(a), 13(c), 14 or 15(d) of the
Exchange Act on or after the date of the initial registration statement and prior
to effectiveness of the registration statement and on or after the date of this
prospectus and prior to the termination of our offering of securities shall be
deemed to be incorporated by reference herein and to be a part of this
prospectus from the date of filing of such documents, excluding any
information furnished under Item 2.02 or Item 7.01 of any Current Report on
Form 8-K and exhibits filed on such form that are related to such items. Any
statement contained in a document incorporated by reference herein shall be
deemed to be modified or superseded for purposes of this prospectus
supplement to the extent that a statement contained herein or in any other
subsequently filed document which also is or is deemed to be incorporated by
reference herein modifies or supersedes such statement. Any statement so
modified or superseded shall not be deemed, except as so modified or
superseded, to constitute a part of this prospectus supplement.

You can obtain any of the documents incorporated by reference in this
prospectus supplement from us without charge, excluding any exhibits to those
documents unless the exhibit is specifically incorporated by reference as an
exhibit to this document. You can obtain documents incorporated by reference
in this prospectus supplement, at no cost, by requesting them in writing or by
telephone from us at:

S-57

Edgar Filing: American Southwest Music Distribution, Inc - Form 10QSB

103



Yuma Energy, Inc.
Attention: Corporate Secretary

1177 West Loop South, Suite 1825
Houston, Texas 77027

Telephone: (713) 968-7000

We have not authorized anyone to give any information or make any
representation about us that is different from, or in addition to, that contained in
this prospectus or in any of the materials that we have incorporated by reference
into this document. Therefore, if anyone does give you information of this sort,
you should not rely on it. If you are in a jurisdiction where offers to sell, or
solicitations of offers to purchase, the securities offered by this document are
unlawful, or if you are a person to whom it is unlawful to direct these types of
activities, then the offer presented in this document does not extend to you.

S-58
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Prospectus

Pyramid Oil Company

$30,000,000
Common Stock
Preferred Stock

Warrants
 Units

We may offer, issue and sell, from time to time and in one or more offerings, up
to $30,000,000 in the aggregate of our common stock, preferred stock, warrants
to purchase our common stock or preferred stock and/or units consisting of any
combination of these securities. We will provide the specific terms of each
offering of these securities, including the price and the type and amount of
securities to be offered, issued and sold, in a supplement to this prospectus. You
should read this prospectus and the prospectus supplement carefully before you
invest.

We may offer, issue and sell these securities directly to purchasers or through
one or more underwriters, dealers and agents, and on a continuous or delayed
basis. If we sell securities through underwriters, dealers or agents, we will
include their names and the fees, commissions and discounts that they will
receive, as well as the net proceeds to us, in the prospectus supplement. The
delivery of this prospectus together with a prospectus supplement relating to the
offered securities shall not constitute an offer of any other securities covered by
this prospectus.

This prospectus may not be used to sell our securities unless it is accompanied
by the applicable prospectus supplement.

Investing in our securities involves significant risks. See “Risk Factors” on page 2
of this prospectus and in the applicable prospectus supplement for a discussion
of the risks that you should consider before you invest in our securities.

Our common stock is traded on the NYSE MKT under the symbol “PDO.” As of
the date of this prospectus, none of the other securities that we may offer by this
prospectus is listed on a national securities exchange or quoted on an automated
quotation system. On October 31, 2013, the closing price for our common stock
on the NYSE MKT was $5.28 per share. As of October 31, 2013, the aggregate
market value of our outstanding common stock held by non-affiliates, or our
public float, was approximately $14,915,113, which was calculated based on
2,824,832 shares of outstanding common stock held by non-affiliates and on a
closing price per share of $5.28 on October 31, 2013. We have not sold any
securities pursuant to General Instruction I.B.6 of Form S-3 during the 12
calendar months prior to and including the date of this prospectus. During any
12-month period from and after the date of this prospectus, we will not sell
securities in primary offerings under General Instruction I.B.6 of Form S-3
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having an aggregate market value of more than one-third of our public float.

Neither the Securities and Exchange Commission nor any state securities
commission or other regulatory body 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.

The date of this prospectus is November 21, 2013.
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ABOUT THIS PROSPECTUS

This prospectus is a part of a registration statement on Form S-3 that we filed
with the Securities and Exchange Commission (the “SEC”) utilizing a “shelf”
registration process. Under the shelf registration process, we may sell any
combination of the securities described in this prospectus in one or more
transactions up to a total dollar amount of $30,000,000.

The rules and regulations of the SEC allow us to omit from this prospectus
certain information that is included in the registration statement. For further
information about us and our securities, you should review the registration
statement and the exhibits filed with the registration statement. In addition, the
SEC allows us to incorporate by reference into this prospectus information in
the reports and other documents that we file with the SEC, which means that we
can disclose important information to you by referring you to those reports and
other documents. The information incorporated by reference is considered to be
part of this prospectus, and information that we later file with the SEC will
automatically update and, where applicable, modify or supersede that
information. You may read the registration statement (including its exhibits)
and the reports and other documents that we file with the SEC at the SEC’s
website,  www.sec.gov, or at the SEC’s Public Reference Room described below
under the heading “Where You Can Find More Information.”

This prospectus provides you with a general description of the securities we
may offer. Each time we offer securities under this shelf registration, we will
provide a prospectus supplement that will contain specific information about the
terms of that offering. The prospectus supplement may also add, update or
change information contained in this prospectus. You should read both this
prospectus and any prospectus supplement together with the additional
information described under the heading “Incorporation of Certain Information
by Reference.” To the extent that any information in the prospectus supplement
is inconsistent with the information in this prospectus, the information in the
prospectus supplement will modify or supersede this prospectus.

This prospectus and the related prospectus supplement do not constitute an offer
to sell or the solicitation of an offer to buy any securities other than the
registered securities to which they relate, nor do this prospectus and the related
prospectus supplement constitute an offer to sell or the solicitation of an offer to
buy securities in any jurisdiction to any person to whom it is unlawful to make
such offer or solicitation in such jurisdiction.

You should not assume that the information contained in this prospectus and the
related prospectus supplement is accurate as of any date subsequent to the date
set forth on the front of the document or that any information we have
incorporated by reference is correct as of any date subsequent to the date of the
document incorporated by reference, even though this prospectus and any
related prospectus supplement is delivered or securities are sold on a later date.
Our business, financial condition, results of operations and prospects may have
changed since those dates.
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You should rely only on the information contained in this prospectus, in the
related prospectus supplement and in any document incorporated by reference
into this prospectus. We have not authorized any salesperson, dealer or other
person to provide you with information different from that contained in this
prospectus, in the related prospectus supplement or in any document
incorporated by reference into this prospectus, and you are not entitled to rely
upon any such different information.

References in this prospectus to “Pyramid Oil,” “we,” “us” and “our” refer to Pyramid
Oil Company, a California corporation.

1
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PYRAMID OIL COMPANY

Since our incorporation on October 9, 1909, we have been engaged in the
business of the exploration, development and production of crude oil and
natural gas. We acquire interests in land and producing properties through
acquisitions and leases and then drill and/or operate crude oil or natural gas
wells in efforts to discover and produce oil and gas. Crude oil and natural gas
produced from these properties are sold to various refineries and pipeline
companies. The majority of the oil and gas properties that we own and operate
are for our account. We also participate in joint ventures with other companies
in the development of oil and gas properties.

Although we own some minor oil and gas interests in New York, Wyoming and
Texas, all of our major revenue-producing properties are in California. During
2012, we operated 17 leases within California, 15 of which had total annual
gross oil production exceeding 1,000 barrels per lease. During the fiscal year
ended December 31, 2012, we had gross revenues of $4,995,327 and net
income of $777,545. For the six months ended June 30, 2013, we had gross
revenues of $2,162,212 and net income of $242,757.

Our principal executive offices are located at 2008 - 21st Street, Bakersfield,
California 93302, and our telephone number is (661) 325-1000. Our website
address is www.pyramidoil.com, although the information on our website is not
deemed to be part of this prospectus.

RISK FACTORS

Investing in our securities involves significant risks. Before you decide whether
to purchase any of our securities, in addition to the other information in this
prospectus and the related prospectus supplement, you should carefully consider
the risks described under the heading “Risk Factors” in our Annual Report on
Form 10-K for the fiscal year ended December 31, 2012, which is incorporated
by reference into this prospectus, as the same may be updated from time to time
by our future filings with the SEC. You should also carefully consider any
additional risks that are described in the prospectus supplement related to the
offering of our securities. If one or more of these risks materializes, our
business, financial condition and results of operations may be adversely
affected. In that event, the value of our securities could decline.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus and the documents incorporated herein by reference contain
forward-looking statements, and we anticipate that the related prospectus
supplement will contain forward-looking statements. These statements relate to
future events or to our future financial performance and involve known and
unknown risks, uncertainties and other factors that may cause our actual results
to be materially different from any future results expressed or implied by the
forward-looking statements. In some cases, you can identify forward-looking
statements by the use of words such as “believe,” “anticipate,” “intend,” “plan,”
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“estimate,” “may,” “could,” “anticipate,” “predict,” or “expect” and similar expressions. You
should not place undue reliance on forward-looking statements since they
involve known and unknown risks, uncertainties and other factors that are, in
many cases, beyond our control. Forward-looking statements are not guarantees
of future performance. Actual events or results may differ materially from those
discussed in the forward-looking statements as a result of various factors. We
do not undertake any obligation to publicly update any forward-looking
statements, whether as a result of new information, future developments or
otherwise.

Factors that may cause actual events or results to differ from those discussed in
the forward-looking statements include, without limitation, (1) our ability to
identify, acquire and develop additional oil and gas properties, (2) fluctuations
in the prices of oil and gas, (3) the effect of competition, (4) the effect of
environmental regulations and other governmental regulation of oil and gas
exploration and development, and (5) our ability to retain key members of
management.

2
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USE OF PROCEEDS

Unless we state otherwise in the applicable prospectus supplement, we intend to
use the net proceeds from the sale of securities described in this prospectus for
general corporate purposes, including working capital, crude oil and natural gas
exploration, development and production and other business opportunities.
Until we use the net proceeds for these purposes, we intend to invest the net
proceeds in investment-grade, interest-bearing securities.

THE SECURITIES THAT WE MAY OFFER

We, directly or through underwriters, dealers or agents designated by us from
time to time, may offer, issue and sell, together or separately:

� shares of our common stock, no par value;
� shares of our preferred stock, no par value;
� warrants to purchase our common stock and/or preferred stock; and
�units consisting of our common stock, preferred stock and/or warrants in any

combination.

The common stock, the preferred stock, the warrants and the units collectively
are referred to in this prospectus as the “securities.”

We have summarized below the material terms of the various types of securities
that we may offer. We will describe in the applicable prospectus supplement the
detailed terms of the securities offered by that supplement. If indicated in the
prospectus supplement, the terms of the offered securities may differ from the
terms summarized below.

This prospectus may not be used to sell our securities unless it is accompanied
by the applicable prospectus supplement.

DESCRIPTION OF COMMON STOCK

We are authorized to issue 50,000,000 shares of common stock. As of October
31, 2013, 4,688,085 shares of our common stock were outstanding and there
were outstanding options to purchase 110,000 shares of our common stock.

The following summary describes certain provisions of our common stock, but
does not purport to be complete and is subject to and qualified in its entirety by
the applicable provisions of the California General Corporation Law and our
articles of incorporation and bylaws.

We have one class of common stock. Holders of our common stock are entitled
to one vote per share on all matters to be voted upon by shareholders, provided
that shareholders have cumulative voting rights in the election of directors.
Holders of shares of common stock are entitled to receive on a pro rata basis
such dividends, if any, as may be declared from time to time by our board of
directors in its discretion from funds legally available for that use. They are also
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entitled to share on a pro rata basis in any distribution to shareholders upon our
liquidation, dissolution or winding up. Common shareholders do not have
preemptive rights to subscribe to any additional stock issuances by us, and
neither the common shareholders nor we have the right to require the
redemption of their shares or the conversion of their shares into any other class
of our stock.

The transfer agent and registrar of our common stock is Computershare Trust
Company, N.A.; 250 Royall Street, Canton, Massachusetts 02021. Its telephone
number is (800) 962-4284.

3
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DESCRIPTION OF PREFERRED STOCK

We are authorized to issue 10,000,000 shares of preferred stock. As of October
31, 2013, no shares of our preferred stock were outstanding and no options to
purchase shares of our preferred stock were outstanding.

Our board of directors has the authority to issue shares of preferred stock in one
or more series and to fix the rights, preferences, privileges and restrictions of
each series, which may include dividend rights, conversion rights, voting rights,
terms of redemption, redemption prices, liquidation preferences, sinking fund
terms and the number of shares that constitute any series. The board of directors
may exercise this authority without any further action by our shareholders.

Our board of directors will fix the rights, preferences, privileges and restrictions
of the preferred stock of each series that we offer and sell under this prospectus
in a certificate of determination to be filed with the California Secretary of State
relating to each such series. The applicable prospectus supplement and
certificate of determination will describe, to the extent applicable:

� the title and stated value of such series;

� the number of shares we are offering;

� the liquidation preference per share;

� the purchase price per share;

� the dividend rate per share, dividend period, payment date or dates and
method of calculation of dividends;

�whether dividends will be cumulative or non-cumulative and, if cumulative,
the date from which dividends will accumulate;

�our right, if any, to defer payment of dividends and the maximum length of
any such deferral period;

� the procedures for any auction and remarketing;

� the provisions for a sinking fund, if any;

� the provisions for redemption or repurchase, if applicable, and any restrictions
on our ability to exercise those redemption and repurchase rights;

�any listing of the preferred stock on any securities exchange or other market;

�whether the preferred stock will be convertible into our common stock and, if
applicable, the conversion price, or how it will be calculated, and under what
circumstances and the mechanism by which it may be adjusted, and the
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conversion period;

� voting rights, if any;

� preemptive rights, if any;

� restrictions on transfer, sale or other assignment, if any;

�a discussion of any material United States federal income tax considerations
applicable to the preferred stock;

4
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� the relative ranking and preferences of the preferred stock as to dividend
rights and rights if we liquidate, dissolve or wind up our affairs;

�any limitations on issuances of any class or series of preferred stock ranking
senior or on a parity with the series of preferred stock being issued as to
dividend rights and rights if we liquidate, dissolve or wind up our affairs; and

�any other specific terms, rights, preferences, privileges and restrictions
regarding the preferred stock.

We believe that the power to issue preferred stock will provide our board of
directors with flexibility in connection with certain possible corporate
transactions. The issuance of preferred stock, however, could adversely affect
the voting power of holders of our common stock, restrict their rights to receive
payment upon liquidation, and have the effect of delaying, deferring or
preventing a change in control which may be beneficial to our shareholders.

DESCRIPTION OF WARRANTS

We may offer, issue and sell warrants to purchase shares of our common stock
and/or preferred stock. The warrants may be issued independently or as a part of
units consisting of shares of our common stock and/or preferred stock and
warrants to purchase additional shares of our common stock and/or preferred
stock. If the warrants are issued pursuant to warrant agreements, we will so
specify in the prospectus supplement relating to the warrants being offered
pursuant to the prospectus supplement.

The following description will apply to the warrants offered by this prospectus
unless we provide otherwise in the applicable prospectus supplement. The
applicable prospectus supplement for a particular series of warrants may specify
different or additional terms. The forms of any warrant certificates or warrant
agreements evidencing the warrants that we issue will be filed with the SEC and
incorporated by reference into this prospectus, and you should carefully review
such documents.

The prospectus supplement will describe the following terms of warrants to
purchase our common stock and/or preferred stock, to the extent applicable:

� the title of the warrants;

� the common stock and/or preferred stock for which the warrants are
exercisable;

� the price at which the warrants will be issued and the exercise price of the
warrants;

� the aggregate number of warrants offered;

� the number of shares of common stock and/or preferred stock that may be
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purchased upon the exercise of each warrant;

�whether the warrants are being offered separately or as a part of units
consisting of shares of our common stock and/or preferred stock and warrants
to purchase additional shares of our common stock and/or preferred stock;

� the terms of any right by us to redeem the warrants;

� the date on which the right to exercise the warrants will commence and the
date on which this right will expire;

� the procedures for exercising the warrants;

5
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� the terms on which the warrants may be amended;

� the terms of any adjustments in the warrant exercise price and the number of
shares of common stock and/or preferred stock purchasable upon the exercise
of each warrant to be made in connection with certain events, including the
issuance of a stock dividend to holders of common stock and/or preferred
stock or a stock split, reverse stock split, combination, subdivision or
reclassification of common stock and/or preferred stock;

� the effect on the warrants of our merger or consolidation with another entity
or our sale of all or substantially all of our assets;

� the maximum or minimum number of warrants which may be exercised at any
time; and

� the material United States income tax consequences applicable to the warrants
and their exercise.

Holders of warrants to purchase common stock and/or preferred stock will not
be entitled, by virtue of being such holders, to vote, consent, receive dividends,
receive notice as shareholders with respect to any meeting of shareholders for
the election of our directors or any other matter, or to exercise any rights
whatsoever as our shareholders.

Warrants may be exercised at any time up to the close of business on the
expiration date set forth in the prospectus supplement relating to the warrants
offered thereby. After the close of business on the expiration date, unexercised
warrants will become void. Upon our receipt of the exercise price of the
warrants upon the due exercise of the warrants, we will, as soon as practicable,
forward the securities purchasable upon exercise. If less than all of the warrants
represented by such warrant certificate are exercised, a new warrant certificate
will be issued for the remaining warrants.

DESCRIPTION OF UNITS

We may offer, issue and sell units that consist of shares of our common stock,
shares of our preferred stock and/or warrants to purchase additional shares of
our common stock and/or preferred stock. For example, we may elect to issue
units for a specified price per unit, with each unit consisting of one share of our
common stock and one warrant to purchase one additional share of our common
stock at a specified price. The holder of a unit will also hold each security that
is included in the unit.

We have provided in the preceding sections of this prospectus a general
description of our common stock, preferred stock and warrants that we may
offer. If we elect to offer units, we will describe the specific terms of the units
in a supplement to this prospectus. Among other things, the prospectus
supplement will describe, to the extent applicable:
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� the price of each unit;

� the securities comprising each unit;

� the exercise price of the warrants comprising part of the units;

� the aggregate number of units offered;

� the number of shares of common stock and/or preferred stock that may be
purchased upon the exercise of each warrant comprising part of a unit;

� the terms of any right by us to redeem any of the securities comprising the
units;

� the date on which the right to exercise the warrants forming part of the units
will commence and the date on which this right will expire;

6
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�any transfer restrictions on the units, including whether the securities
comprising the units may be transferred separately;

� the terms on which the units or warrants forming part of the units may be
amended;

�with respect to warrants forming part of the units, the other matters listed
above under “Description of Warrants”; and

� the material United States income tax consequences applicable to the units.

PLAN OF DISTRIBUTION

We may sell the securities offered by this prospectus from time to time pursuant
to underwritten public offerings, negotiated transactions, block trades or a
combination of these methods. We may sell the securities:

� to or through underwriters, dealers or agents for resale to the public or to a
limited number of purchasers;

� directly to one or more purchasers; or

� through a combination of these methods of sale.

The prospectus supplement will describe the terms of the offering, including the
names of any underwriters, dealers or agents engaged by us, the purchase price
of the securities and the net proceeds to be received by us.

The securities offered by us may be sold from time to time in one or more
transactions at:

� a fixed price or prices, which may be changed;

� market prices prevailing at the time of sale;

� prices related to the prevailing market prices;

� varying prices determined at the time of sale; or

� negotiated prices.

We may solicit directly offers to purchase the securities being offered by this
prospectus. We may also designate agents to solicit offers to purchase the
securities from time to time.

If we utilize one or more dealers in the sale of the securities being offered by
this prospectus, we will sell the securities to the dealers, as principal. The
dealers may then resell the securities to the public at varying prices to be
determined by the dealers at the time of resale.
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If we utilize one or more underwriters in the sale of the securities being offered
by this prospectus, we may execute an underwriting agreement with the
underwriters at the time of sale and we will provide the name of any
underwriters in the prospectus supplement which the managing underwriters
will use to make resales of the securities to the public. The underwriters may
agree to purchase the securities from us either on a firm commitment or best
efforts basis. In connection with the sale of the securities, we, or the purchasers
of securities for whom the underwriters may act as agents, may compensate the
underwriters in the form of underwriting discounts or commissions. The
underwriters may sell the securities to or through dealers, and the underwriters
may compensate those dealers in the form of discounts, concessions or
commissions.

7
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With respect to underwritten public offerings, negotiated transactions and block
trades, we will describe in the applicable prospectus supplement any
compensation we will pay to underwriters, dealers or agents in connection with
the offering of the securities, and any discounts, concessions or commissions
allowed by underwriters to participating dealers. The prospectus supplement
also will describe any over-allotment option under which the underwriters may
purchase additional securities from us.

Underwriters, dealers and agents participating in the distribution of the
securities may be deemed to be underwriters within the meaning of the
Securities Act of 1933, as amended (the “Securities Act”), and any discounts and
commissions received by them and any profit realized by them on resale of the
securities may be deemed to be underwriting discounts and commissions. We
may enter into agreements to indemnify underwriters, dealers and agents
against civil liabilities, including liabilities under the Securities Act, or to
contribute to payments they may be required to make with respect to such
liabilities.

All securities that we offer, other than our common stock, will be new issues of
securities with no established trading market. Any underwriters may make a
market for such securities, but will not be obligated to do so and may
discontinue any such market at any time. We cannot guarantee the liquidity of
the trading market for any such securities.

To facilitate the offering of securities, any underwriters participating in the
offering may engage in transactions that stabilize, maintain or otherwise affect
the price of the securities. These transactions may include over-allotments or
short sales of the securities, which involve the sale by persons participating in
the offering of more securities than we sold to them. In such circumstances,
these persons would cover such over-allotments or short positions by making
purchases in the open market or by exercising their over-allotment option. In
addition, these persons may stabilize or maintain the price of the securities by
bidding for or purchasing securities in the open market or by imposing penalty
bids, whereby selling concessions allowed to dealers participating in the
offering may be reclaimed if securities sold by them are repurchased in
connection with stabilization transactions. The effect of these transactions may
be to maintain the market price of the securities at a level above that which
might otherwise prevail in the open market. These transactions may be
discontinued at any time.

Any underwriters who are qualified market makers on the NYSE MKT may
engage in passive market making transactions in our common stock on the
NYSE MKT in accordance with Rule 103 of Regulation M under the Securities
Exchange Act of 1934, as amended (the “Exchange Act”), during the period
specified in Regulation M. Passive market makers must comply with applicable
volume and price limitations and must be identified as passive market makers.
In general, a passive market maker must display its bid at a price not in excess
of the highest independent bid for such security. If all independent bids are
lowered below the passive market maker’s bid, however, the passive market
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maker’s bid must then be lowered when certain purchase limits are exceeded.
Such passive market making may maintain the market price of our common
stock at a level above that which might otherwise prevail in the open market,
and such passive market making may be discontinued at any time.

In compliance with the guidelines of the Financial Industry Regulatory
Authority (“FINRA”), the aggregate maximum discount, commission, agency fees
or other items constituting underwriting compensation to be received by any
FINRA member or independent broker-dealer will not exceed 8% of the
aggregate amount of the securities offered pursuant to this prospectus and any
applicable prospectus supplement.

The underwriters, dealers and agents may engage in other transactions with us,
or perform other services for us, in the ordinary course of their business.

LEGAL MATTERS

TroyGould PC, Los Angeles, California, has issued an opinion about certain
matters with respect to the securities covered by this prospectus.

8
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EXPERTS

Our financial statements incorporated into this prospectus by reference to our
Annual Report on Form 10-K for the year ended December 31, 2012 have been
audited by Singer Lewak LLP, an independent registered public accounting
firm, as stated in their report, which is included in such Annual Report on Form
10-K and also is incorporated into this prospectus by reference. Our financial
statements are incorporated herein in reliance upon such report of SingerLewak
LLP given upon their authority as experts in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We are subject to the information and periodic reporting requirements of the
Exchange Act and, in accordance with the Exchange Act, file periodic reports,
proxy statements and other information with the SEC. The periodic reports,
proxy statements and other information filed by us are available for inspection
and copying at prescribed rates at the SEC’s Public Reference Room at 100 F
Street, N.E., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330
for further information about the operation of the SEC’s Public Reference Room.
The SEC also maintains an Internet site that contains all reports, proxy
statements and other information that we file electronically with the SEC. The
address of that website is www.sec.gov.

This prospectus is part of a registration statement on Form S-3 that we have
filed with the SEC under the Securities Act for the securities offered under this
prospectus (the “Form S-3 Registration Statement”). The Form S-3 Registration
Statement, including the exhibits to the Form S-3 Registration Statement,
contains additional information about us and the securities offered by this
prospectus. The rules and regulations of the SEC allow us to omit from this
prospectus certain information that is included in the Form S-3 Registration
Statement. For further information about us and our securities, you should
review the Form S-3 Registration Statement and the exhibits filed with the
Form S-3 Registration Statement.

INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

The SEC allows us to incorporate into this prospectus by reference the
information we file with it, which means that we can disclose important
information to you by referring you to the documents containing that
information. The information incorporated by reference is considered to be part
of this prospectus, and information that we later file with the SEC will
automatically update and, where applicable, modify or supersede that
information.

We incorporate by reference into this prospectus the following documents that
we have filed, or will file, with the SEC:

�Our Annual Report on Form 10-K for the fiscal year ended December 31,
2012, filed with the SEC on March 29, 2013;
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�Our Quarterly Reports on Form 10-Q for the quarter ended March 31, 2013,
filed with the SEC on May 14, 2013, and for the quarter ended June 30, 2013,
filed with the SEC on August 14, 2013;

�Our Current Reports on Form 8-K filed with the SEC on April 2, 2013, May
15, 2013, June 10, 2013, August 15, 2013, October 4, 2013 and October 10,
2013, respectively;

�The description of our common stock contained in our Registration Statement
on Form 8-A filed with the SEC on August 15, 2006, and any amendment or
report subsequently filed for the purpose of updating such description; and

�Each document that we file with the SEC under Section 13(a), 13(c), 14 or
15(d) of the Exchange Act after the date on which we filed the Form S-3
Registration Statement and before the termination of this offering, with
information in each such filing to be deemed to be incorporated by reference
into this prospectus as of the date we make the filing with the SEC.

9
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You may request a copy of any of these filings from us at no cost by writing or
calling our Corporate Secretary at the following address or telephone number:
Pyramid Oil Company; 2008 – 21st Street, Bakersfield, California 93302; (661)
325-1000.

Notwithstanding the foregoing, no portion of any document that is “furnished” but
not “filed” in accordance with SEC rules under Exchange Act shall be deemed to
be incorporated by reference into the Form S-3 Registration Statement. Any
statement contained in the Form S-3 Registration Statement or in a document
incorporated by reference into the Form S-3 Registration Statement will be
deemed to be modified or superseded for purposes of the Form S-3 Registration
Statement to the extent that a statement contained in the Form S-3 Registration
Statement or in any other subsequently filed document that is incorporated by
reference into the Form S-3 Registration Statement modifies or supersedes the
statement. Any statement so modified or superseded will not be deemed, except
as so modified or superseded, to constitute a part of the Form S-3 Registration
Statement.

10
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