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ITEM 2.01 COMPLETION OF ACQUISITION OR DISPOSITION OF ASSETS
As described in its Current Report on Form 8-K filed with the Securities and Exchange Commission on
September 22, 2011, Arête Industries, Inc. (the “Company”) entered into the Second Amendment to Amended
and Restated Purchase and Sale Agreement (the “Amendment”), with Tucker Family Investments, LLLP
(“TFI”), DNR Oil & Gas, Inc. (“DNR”), Tindall Operating Company (“Tindall”), and Tucker Energy, LLC
(“Tucker”). Tucker and DNR may be referred to collectively as the “Sellers”. Charles B. Davis, a director of
the Company is the president of DNR. The Amendment, among other things, extended the date of the second
installment payment under the Agreement from September 15, 2011 to September 30, 2011. The Amendment
also moved up the date of the final installment payment under the Agreement from October 15, 2011 to
September 30, 2011.
The Company completed the oil and gas property purchase under the Purchase and Sale Agreement with a
final payment made on September 30, 2011. The payment of the final installment payment was financed
through the completion of a private placement of preferred stock which is described below. As disclosed in
previous filings on Form 8-K, the assets acquired relate to certain oil and gas properties located in Colorado,
Kansas, Montana and Wyoming. Charles B. Davis, a director of the Company who is also the president of
DNR, purchased $1,000,000 of the preferred stock sold in the private placement.
ITEM 3.02 UNREGISTERED SALES OF EQUITY SECURITIES
On September 20, 2011, the Company began privately offering up to 750 shares of its newly created 15%
Series A1 Convertible Preferred Stock at a purchase price per share equal to $10,000 for aggregate cash
proceeds of up to $7,500,000. The terms of the private placement required the Company to sell a minimum of
520 shares of the 15% Series A1 Convertible Preferred Stock, and on September 30, 2011, the Company
broke escrow and sold the minimum 520 shares for aggregate cash proceeds of $5,200,000. The shares were
sold in reliance upon exemption from registration provided by Section 4(2) of the Securities Act of 1933, as
amended (“Securities Act”) and Rule 506 promulgated thereunder. These securities qualified for exemption
under Rule 506 promulgated under Section 4(2) of the Securities Act because the issuance of securities by the
Company did not involve a “public offering”. The issuance was not a public offering based upon the
following factors: (i) a limited number of securities were issued to a limited number of offerees; (ii) there was
no public solicitation; (iii) each offeree was an “accredited investor” as such term is defined by Rule 501 under
the Securities Act; and (iv) the investment intent of the offerees.
A description of the terms of the 15% Series A1 Convertible Preferred Stock, including its terms of conversion
of such preferred stock into shares of common stock is set forth in Item 5.03 below.
ITEM 5.03 AMENDMENTS TO ARTICLES OF INCORPORATION
In connection with the completion of the private placement described in Item 3.02 above, the Company created
a new series of preferred stock entitled “15% Series A1 Convertible Preferred Stock” which became effective
by filing an amendment (the “Amendment”) to the Articles of Incorporation of the Company with the Colorado
Secretary of State.
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Description of 15% Series A1 Convertible Preferred Stock
This section describes the general terms and provisions of the 15% Series A1 Convertible Preferred Stock (the
“Series A1 Preferred Stock”). A copy of the Amendment is filed with this report as Exhibit 3.1 and is
incorporated herein by reference. Although the Company believes this summary covers the material terms and
provisions of the Series A1 Preferred Stock as contained in the Amendment, it may not contain all of the
information that is important to investors.
Authorized Shares, Stated Value and Liquidation Preference. Seven hundred fifty shares are designated
as the 15% Series A1 Convertible Preferred Stock with a stated value and liquidation preference of $10,000
per share.
Ranking. The Series A1 Preferred Stock ranks senior to future classes or series of preferred stock
established after the issue date of the Series A1 Preferred Stock, unless the Company’s Board of Directors
expressly provides otherwise when establishing a future class or series. The Series A1 Preferred Stock ranks
senior to the Company’s common stock.
Dividends. Holders of Series A1 Preferred Stock are entitled to receive dividends at an annual rate of
15.0% of the $10,000 per share liquidation preference, payable semi-annually. Dividends are payable in cash
or in shares of common stock (at its then fair market value), at the election of the Company.
Voting Rights. The holders of the Series A1 Preferred Stock will vote together with the holders of
common stock as a single class on all matters upon which the holders of common stock are entitled to vote,
except that the common stock will elect four directors and the Series A1 Preferred Stock will elect three
directors. Each share of Series A Preferred Stock will be entitled to such number of votes as the number of
shares of common stock into which such share of Preferred Stock is convertible; however, solely for the
purpose of determining such number of votes, the conversion price per share will be deemed to be $4.25,
subject to customary anti-dilution adjustment. In addition, the holders of the Series A1 Preferred Stock will
vote as a separate class with respect to certain matters, including amendments to the Company’s Articles of
Incorporation that alter the voting powers, preferences and special rights of the Series A1 Preferred Stock.
Liquidation. In the event the Company voluntarily or involuntarily liquidates, dissolves or winds up, the
holders of the Series A1 Preferred Stock will be entitled, before any distribution or payment out of our assets
may be made to or set aside for the holders of any of the junior capital stock and subject to the rights of
creditors, to receive a liquidation distribution in an amount equal to $10,000 per share, plus any unpaid
dividends. A merger, consolidation or sale of all or substantially all of our property or business is not deemed to
be a liquidation for purposes of the preceding sentence.
Redemption. The Series A1 Preferred Stock is redeemable in whole or in part at the Company’s option
at any time. The redemption price is equal to $10,000 per share, plus any unpaid dividends.
Preemptive Rights. Holders of the Series A1 Preferred Stock do not have preemptive rights.
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Mandatory Conversion. Each share of Series A1 Preferred Stock remaining outstanding will
automatically be converted into shares of the Company’s common stock upon the earlier of (i) any closing of
underwritten offering by the Company of shares of common stock to the public pursuant to an effective
registration statement under the Securities Act of 1933, in which the aggregate cash proceeds to be received by
the Company and selling stockholders (if any) from such offering (without deducting underwriting discounts,
expenses and commissions) are at least $15,000,000, and the price per share paid by the public for such shares
is at least $3.30 (such price to be adjusted for any stock dividends, combinations or splits or (ii) the date agreed
to by written consent of the holders of a majority of the outstanding Series A1 Preferred Stock.
Optional Conversion by Investors. At any time, each holder of Series A1 Preferred Stock has the right,
at such holder’s option, to convert all or any portion of such holder’s Series A1 Preferred Stock into shares of
the Company’s common stock prior to the mandatory conversion of the Series A1 Preferred Stock.
Optional Conversion by the Company. On or after six (6) months from the date that the first share is
issued, if the closing price of the common stock on the Trading Market is $4.50 or more for 20 consecutive
trading days, then up to 25% of the outstanding stated value of the Series A1 Preferred Stock, plus any accrued
and unpaid dividends, will be subject to conversion into Company common stock at the option of the
Company. For each period that the closing price of the common stock is at least $4.50 for another period of 20
consecutive trading after the first 20 day period, the Company will have the right to convert another 25% of the
outstanding Series A1 Preferred Stock.
Conversion Price. Each share of Series A1 Preferred Stock is convertible into shares of common stock
at a conversion price of $3.30 per share, subject to customary anti-dilution adjustments, including in connection
with stock dividends and distributions, stock splits, subdivisions and combinations.
Registration Rights. The Company agreed to registration rights with the investors of the Series A1
Preferred Stock which provides that, within 180 days of the final closing of the private placement, the
Company will use its commercially reasonable best efforts to file a resale registration statement (the “Resale
Registration Statement”) with the SEC covering the resale of the shares of its common stock issued or issuable
upon conversion of the Series A1 Preferred Stock as well as any shares issued as payment for dividends (the
“Registrable Securities”). Thereafter, the Company will use its commercially reasonable best efforts to cause
the Resale Registration Statement to be declared effective within 30 days after the filing (if granted “no
review”) or in the event the Resale Registration Statement is subject to review by the SEC, 120 days after the
filing. In either event, the Company shall cause the Resale Registration statement to be declared effective as
soon as practicable.
The Company will compensate the holders of Registrable Securities at a rate per month in common
stock of 10% of the notational Preferred Stock outstanding should the Company fail to meet the deadlines for
filing the Resale Registration Statement and the effectiveness of the Resale Registration Statement. For
example, one month’s worth of common stock with $5.2 million of outstanding Series A1 Preferred Stock
would be 157,576 shares of common stock (5,200,000 divided by 3.30 divided by 10).
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ITEM 7.01 REGULATION FD DISCLOSURE
On October 3, 2011, the Company issued a press release announcing its the completion of the oil and gas
property purchase discussed above, which is attached hereto as Exhibit 99.1.
The information in Item 7.01 and Exhibit 99.1 attached hereto are furnished pursuant to Item 7.01 of Form 8-K
and shall not be deemed to be “filed” for the purposes of Section 18 of the Securities Exchange Act of 1934, as
amended, or otherwise subject to liability under that section, nor shall they be deemed incorporated by
reference into any filing under the Securities Act of 1933, as amended, except as shall be expressly set forth by
specific reference in such filing. By filing this current report on Form 8-K and furnishing this information in
Item 7.01 and Exhibit 99.1 attached hereto, the Company makes no admission as to the materiality of such
information in this current report that is required to be disclosed solely by reason of Regulation FD.
ITEM 9.01 FINANCIAL STATEMENTS AND EXHIBITS
(d)

Exhibits:
The following exhibits are filed with this Current Report on Form 8-K:
Exhibit No.

Description

3.1

Articles of Amendment to the Articles of Incorporation of Arête Industries, Inc. –
Preferences, Limitations and Relative Rights of 15% Series A1 Convertible
Preferred Stock

99.1

Press Release dated October 3, 2011

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

ARÊTE INDUSTRIES, INC.

Date: October 7, 2011

By:/s/ Donald W. Prosser
Name:Donald W. Prosser
Title:
Chief Executive Officer and Director
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EXHIBIT INDEX
Exhibit No.

Description

3.1

Articles of Amendment to the Articles of Incorporation of Arête Industries, Inc. –
Preferences, Limitations and Relative Rights of 15% Series A1 Convertible
Preferred Stock

99.1

Arête Industries, Inc. Press Release dated October 3, 2011
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EXHIBIT 3.1

ARTICLES OF AMENDMENT
to the
ARTICLES OF INCORPORATION
of
ARÊTE INDUSTRIES, INC.
PREFERENCES, LIMITATIONS AND RELATIVE RIGHTS OF
15% SERIES A1 CONVERTIBLE PREFERRED STOCK
(Pursuant to Section 7-106-102 of the
Colorado Business Corporation Act)
Arête Industries, Inc., a Colorado corporation (the “Corporation”), pursuant to the authority conferred
upon its Board of Directors (the “Board”) by the Articles of Incorporation of the Corporation, as amended and
restated (the “Articles of Incorporation”), and pursuant to Section 7-106-102 of the Colorado Business
Corporation Act, said Board, on September 20, 2011, adopted the following resolution:
RESOLVED, that pursuant to the authority expressly granted to and vested in the Board in accordance
with the provisions of the Articles of Incorporation, the Board hereby creates the 15% Series A1 Convertible
Preferred Stock and hereby states the designation and number of shares, and fixes the relative rights, powers
and preferences, and qualifications, limitations and restrictions thereof as follows:
Section 1. Designation and Number of Shares. The shares of such
series shall be designated as “15% Series A1 Convertible Preferred Stock” (the “Series A1
Preferred Stock”) and the number of shares constituting the Series A1 Preferred Stock shall be
seven hundred and fifty (750). Such number of shares may be increased or decreased by further
resolution duly adopted by the Board and by the filing of an amendment to the Articles of
Incorporation pursuant to the provisions of the Colorado Business Corporation Act stating that
such reduction or increase has been so authorized; provided, that no decrease shall reduce the
number of shares of Series A1 Preferred Stock to a number less than the number of shares then
outstanding plus the number of shares reserved for issuance upon the exercise of outstanding
options, rights or warrants or upon the conversion of any outstanding securities issued by the
Corporation convertible into Series A1 Preferred Stock.

Section 2. Definitions. As used herein with respect to Series A1 Preferred Stock:
(a) “Amendment” means these Articles of Amendment relating to the Series A1
Preferred Stock, as it may be amended from time to time.
(b) “Business Day” means a day that is a Monday, Tuesday, Wednesday,
Thursday or Friday and is not a day on which banking institutions in New York City generally are
authorized or obligated by law, regulation or executive order to close.
Corporation.

(c) “Common Stock” means the common stock, no par value, of the

(d) “Fair Market Value” as applied to the Common Stock shall mean: (i) if
traded on a securities exchange, the value shall be deemed to be the average closing prices of the
Common Stock on such exchange over the 20 trading day period ending three days prior to the record
date; (ii) if traded over-the-counter, the value shall be deemed to be the average closing bid or sale
prices (whichever is applicable) over the 20 trading day period ending three days prior to the record
date; and (iii) if there is no public market, the value shall be the fair market value thereof, as determined
in good faith by the Board.
(e) “Junior Stock” means the Common Stock and any other class or series of
stock of the Corporation (other than Series A1 Preferred Stock) that ranks junior to Series A1 Preferred
Stock as to the payment of dividends.
(f) “Liquidation Preference” means the sum of the Original Issue Price per share
and (ii) the accrued and unpaid dividends thereon, whether or not declared.
(g) “Original Issue Amount” means the aggregate number of shares of Series
A1 Preferred Stock issued on the Original Issue Date.
(h) “Original Issue Date” means September 20, 2011.
(i) “Original Issue Price” means $10,000.
(j) “Registration Statement” means a registration statement filed with the
Securities and Exchange Commission in connection with the issuance of or resales of shares of
Common Stock issued (i) as payment of a dividend, including dividends paid in connection with a
conversion and (ii) upon conversion of the Series A1 Preferred Stock into Common Stock.
(k) “Trading Day” means a day on which the Common Stock: (i) is not
suspended from trading on any national or regional securities exchange or association or over-thecounter market at the close of business; and (ii) has traded at least once on the national or regional
securities exchange or association or over-the-counter market that is the primary market for the trading
of the Common Stock.
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Section 3. Dividends.
(a)
Rate. Holders of Series A1 Preferred Stock shall receive, on each share of Series A1
Preferred Stock, to the extent funds are legally available for the payment of dividends under Colorado law,
dividends with respect to each Dividend Period (as defined below) at a per annum rate of 15% on the Original
Issue Price. Such dividends shall be payable in cash, by delivery of shares of Common Stock or through any
combination of cash and shares of Common Stock, as determined by the Corporation. Such dividends shall
begin to accrue from the Original Issue Date and shall be payable in arrears semiannually (as provided below
in this Section 3(a)), on each March 31 and September 30 (each, a “Dividend Payment Date”), commencing
on October 1, 2011; provided, that if any such Dividend Payment Date would otherwise occur on a day that is
not a Business Day, such Dividend Payment Date shall instead be (and any dividend payable on Series A1
Preferred Stock on such Dividend Payment Date shall instead be payable on) the immediately succeeding
Business Day. Dividends payable on the Series A1 Preferred Stock in respect of any Dividend Period shall be
computed on the basis of a 360-day year consisting of twelve 30-day months. The amount of dividends
payable on the Series A1 Preferred Stock on any date prior to the end of a Dividend Period, and for the initial
Dividend Period, shall be computed on the basis of a 360-day year consisting of twelve 30-day months, and
actual days elapsed over a 30-day month.
Dividends that are payable on Series A1 Preferred Stock on any Dividend Payment Date will be payable to
holders of record of Series A1 Preferred Stock as they appear on the stock register of the Corporation on the
applicable record date, which shall be the 15th calendar day before such Dividend Payment Date (as originally
scheduled) or such other record date fixed by the Board that is not more than 60 nor less than 10 days prior to
such Dividend Payment Date (each, a “Dividend Record Date”). Any such day that is a Dividend Record
Date shall be a Dividend Record Date whether or not such day is a Business Day.
Each dividend period (a “Dividend Period”) shall commence on and include a Dividend Payment Date (other
than the initial Dividend Period, which shall commence on and include the Original Issue Date of the Series
A1 Preferred Stock) and shall end on and include the calendar day next preceding the next Dividend Payment
Date. Dividends payable in respect of a Dividend Period shall be payable in arrears on the first Dividend
Payment Date after such Dividend Period.
Holders of Series A1 Preferred Stock shall not be entitled to any dividends, whether payable in cash, securities
or other property, other than dividends (if any) declared and payable on the Series A1 Preferred Stock as
specified in this Section 3 (subject to the other provisions of this Amendment).
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(b)
Priority of Dividends. So long as any share of Series A1 Preferred Stock remains
outstanding, no dividend shall be declared or paid on the Common Stock or any other shares of Junior Stock
(other than a dividend payable solely in Junior Stock), and no Common Stock or Junior Stock shall be
purchased, redeemed or otherwise acquired for consideration by the Corporation, directly or indirectly (other
than as a result of a reclassification of Junior Stock for or into other Junior Stock, or the exchange or
conversion of one share of Junior Stock for or into another share of Junior Stock during a Dividend Period,
unless all accrued and unpaid dividends for all past Dividend Periods, including the latest completed Dividend
Period (including, if applicable as provided in Section 3(a) above, dividends on such amount), on all
outstanding shares of Series A1 Preferred Stock have been paid in full (or a sum sufficient for the payment
thereof has been set aside for the benefit of the holders of shares of Series A1 Preferred Stock on the applicable
record date).
Subject to the foregoing, such dividends (payable in cash, securities or other property) as may be determined
by the Board may be declared and paid on any securities, including Common Stock and other Junior Stock,
from time to time out of any funds legally available for such payment, and the Series A1 Preferred Stock shall
not be entitled to participate in any such dividends.
(c)
Method of Payment of Dividends. (i) Subject to the limitations described below, any
dividend (or any portion of any dividend) on the Series A1 Preferred Stock, whether or not for a current
Dividend Period or any prior Dividend Period will be paid by the Corporation, as determined in the
Corporation’s sole discretion:
(A) in cash;
(B) by delivery of shares of Common Stock; or
(C) through any combination of cash and shares of Common Stock.
(ii) Common Stock issued in payment or partial payment of a declared dividend shall
be valued for such purpose at the Fair Market Value of the Common Stock.
(d)
No Fractional Shares. No fractional shares of Common Stock shall be delivered to
Holders in payment or partial payment of a dividend. Any fraction of a share of Common Stock shall be
rounded up to the next whole share of Common Stock.
(e)
To the extent that the Corporation determines that a Registration Statement is required
in connection with the issuance of, or for resales of, Common Stock issued as payment of a dividend, including
dividends paid in connection with a conversion, the Corporation shall, to the extent such a Registration
Statement is not currently filed and effective, use its reasonable best efforts to file and maintain the
effectiveness of such a Registration Statement until the earlier of such time as all shares of Common Stock have
been resold thereunder and such time as all such shares are freely tradable without registration. To the extent
applicable, the Corporation shall also use its reasonable best efforts to have the shares of Common Stock
qualified or registered under applicable state securities laws, if required.
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Section 4.

Right to Convert.

(a) Holder’s Conversion Right. Each share of Series A1 Preferred Stock shall be
convertible, at the option of the holder thereof, at any time and from time to time, and without the payment of
additional consideration by the holder thereof, into such number of fully paid and nonassessable shares of
Common Stock as is determined by dividing the Liquidation Preference by the Applicable Conversion Price
(as defined below) in effect at the time of conversion. The “Applicable Conversion Price” shall initially be
equal to $3.30. Such initial Applicable Conversion Price, and the rate at which shares of Series A1 Preferred
Stock may be converted into shares of Common Stock, shall be subject to adjustment as provided below.
(b) Corporation’s Conversion Right. On or after six (6) months from the Original Issue
Date, if the closing price of the Common Stock on its trading market is $4.50 or greater for:
(i) at least 20 consecutive trading days (the “First Conversion Period”), then up to
25% of the aggregate Original Issue Amount outstanding of the Series A1 Preferred Stock plus any accrued
and unpaid dividends, will be subject to conversion at the option of the Corporation;
(ii) at least 20 consecutive trading days at any time following the First Conversion
Period (the “Second Conversion Period”), then an additional 25% (up to 50% in total) of the aggregate
Original Issue Amount outstanding of the Series A1 Preferred Stock plus any accrued and unpaid dividends,
will be subject to conversion at the option of the Corporation;
(iii) at least 20 consecutive trading days at any time following the Second Conversion
Period (the “Third Conversion Period”), then an additional 25% (up to 75% in total) of the aggregate
Original Issue Amount outstanding of the Series A1 Preferred Stock plus any accrued and unpaid dividends,
will be subject to conversion at the option of the Corporation; and
(iv) at least 20 consecutive trading days at any time following the Third Conversion
Period (the “Fourth Conversion Period”), then all of the outstanding Series A1 Preferred Stock plus any
accrued and unpaid dividends, will be subject to conversion at the option of the Corporation.
Any amount of the Series A1 Preferred Stock subject to conversion, as set forth herein, (the “Conversion
Amount”) may be converted by the Corporation at any time and from time to time, upon not less than 10 nor
more than 30 days’ written notice to the Holder. Any conversion elected by the Corporation under this
subsection 4(b) shall be effectuated in a pro-rata manner to all holders of the Series A1 Preferred Stock and
such conversion shall be determined by dividing the Liquidation Preference by the Applicable Conversion
Price in effect at the time of conversion.
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(c) Adjustments to Applicable Conversion Price. The Applicable Conversion Price shall be
subject to adjustment from time to time as follows:
(i) Adjustments for Stock Splits, Stock Dividends, Etc. If the Corporation shall, at any
time or from time to time while any Series A1 Preferred Stock is outstanding, (a) pay a dividend or make a
distribution on its Common Stock in shares of the Common Stock, (b) subdivide the outstanding shares of
Common Stock into a greater number of shares of Common Stock, (c) combine the outstanding shares of
Common Stock into a smaller number of shares of Common Stock, or (d) takes action resulting in a similar
effect upon the Common Stock, then, and in every such case, the Applicable Conversion Price in effect
immediately prior to such action shall be adjusted to equal the Applicable Conversion Price in effect
immediately prior to such action multiplied by a fraction, the numerator of which is the number of issued and
outstanding shares of Common Stock immediately following such action and the denominator of which is the
number of issued and outstanding shares of Common Stock immediately prior to such action. An adjustment
made pursuant to this Section 4(c) shall become effective on the record date in the case of a dividend or
distribution and on the effective date in the case of a subdivision or combination.
(ii) Deferral of Small Adjustments. Any adjustment in the Applicable Conversion Price
otherwise required by this Section 4(c) may be postponed until the date of the next adjustment otherwise
required to be made up to, but not beyond, one year from the date on which it would otherwise be required to
be made, if such adjustment (together with any other adjustments postponed pursuant to this subsection (ii) and
not theretofore made) would not require an increase or decrease of more than five percent (5.0%) in such
Applicable Conversion Price and would not, if made, entitle the holders of all then outstanding shares of Series
A1 Preferred Stock upon conversion to receive additional shares of Common Stock equal in the aggregate of
five percent (5.0%) or more of the then issued and outstanding shares of Common Stock. All calculations
under this Subsection (ii) shall be made to the nearest cent or to the nearest 1/10th of a share, as the case may
be.
(iii) Certificate as to Adjustments. Upon the occurrence of each adjustment or
readjustment of a Applicable Conversion Price pursuant to this Section 4(c), the Corporation at its expense
shall promptly compute such adjustment or readjustment in accordance with the terms hereof and furnish to
each holder of the Series A1 Preferred Stock to which adjustments or readjustments of Applicable Conversion
Price applies a certificate setting forth such adjustment or readjustment and showing in detail the facts upon
which such adjustment or readjustment is based. The Corporation shall, upon the written request at any time of
any holder of Series A1 Preferred Stock, furnish or cause to be furnished to such holder a like certificate setting
forth: (i) such adjustments and readjustments; (ii) the Applicable Conversion Price at the time in effect; and (iii)
the number of shares of Common Stock and the amount, if any, of other property which at the time would be
received upon the conversion of Series A1 Preferred Stock.
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(d) Conversion Mechanics and Procedures.
(i) Upon the conversion of the Series A1 Preferred Stock, the holders of the Series A1
Preferred Stock shall: (i) in the event of a voluntary conversion and if required by The Depository Trust
Company or any other similar facility, complete and manually sign the conversion notice provided by the
conversion agent designated by the Corporation, or provide a facsimile of the conversion notice and deliver this
irrevocable notice to the conversion agent; (ii) if required, furnish appropriate endorsements and transfer
documents; (iii) if required, pay all transfer or similar taxes, stamps or funds therefore, or provide evidence of
payment thereof; and, (iv) comply with procedures required by The Depository Trust Company or any other
similar facility for converting the Series A1 Preferred Stock into shares of Common Stock, if any.
(ii) The Corporation shall not issue any fraction of a share of Common Stock upon any
conversion. All shares of Common Stock (including fractions thereof) issuable upon conversion of more than
one share of the Series A1 Preferred Stock by a holder thereof shall be aggregated for purposes of determining
whether the conversion would result in the issuance of a fraction of a share of Common Stock. If, after the
aforementioned aggregation, the issuance would result in the issuance of a fraction of a share of Common
Stock, the Corporation shall round such fraction of a share of Common Stock up to the nearest whole share.
(iii) The Corporation shall, so long as shares of the Series A1 Preferred Stock are
outstanding, reserve and keep available out of its authorized and unissued Common Stock, solely for the
purpose of effecting the conversion of the Series A1 Preferred Stock and issuing dividends on the Series A1
Preferred Stock, such number of shares of Common Stock (or such other shares or securities as may be
required) as shall from time to time be sufficient for such purposes. If at any time the Corporation does not have
available the number of authorized and unissued shares of Common Stock (or any such other shares or other
securities) necessary to satisfy full conversion of all Series A1 Preferred Stock outstanding as well as all
dividends accrued but not declared thereon, the Corporation shall take such action as may be necessary to
increase the authorized and unissued shares of Common Stock (or other shares or other securities) to such
number of shares as shall be sufficient for such purposes.
(iv) Any notice required by the provisions of this Section 4 shall be in writing and shall
be deemed effectively given (A) upon personal delivery to the party to be notified, (B) when sent by telex, email or facsimile, if sent during normal business hours of the recipient; if not, then on the next business day, (C)
five days after having been sent by registered or certified mail, return receipt requested, postage pre-paid, or
(D) one day after deposit with a nationally recognized overnight courier, specifying next day delivery, with
written verification of receipt. All notices shall be addressed to each holder of record at the address of such
holder appearing on the books of the Corporation.
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Section 5.

Mandatory Conversion.

(a) Trigger Events. Upon either (a) the closing of the sale of shares of Common Stock to the
public at a price of at least $3.30 per share (subject to appropriate adjustment in the event of any stock
dividend, stock split, combination or other similar recapitalization with respect to the Common Stock), in a
firm-commitment underwritten public offering pursuant to an effective registration statement under the
Securities Act of 1933, as amended, resulting in at least fifteen million dollars ($15,000,000) of gross proceeds
to the Corporation or (b) the date and time, or the occurrence of an event, specified by vote or written consent
of the holders of at least a majority of the then outstanding shares of Series A1 Preferred Stock (the time of
such closing or the date and time specified or the time of the event specified in such vote or written consent is
referred to herein as the “Mandatory Conversion Time”), (i) all outstanding shares of Series A1 Preferred
Stock shall automatically be converted into shares of Common Stock as determined by dividing the Liquidation
Preference by the Applicable Conversion Price in effect at the time of conversion and (ii) such shares may not
be reissued by the Corporation.
(b) Procedural Requirements. All holders of record of shares of Series A1 Preferred Stock shall
be sent written notice of the Mandatory Conversion Time and the place designated for mandatory conversion
of all such shares of Series A Preferred Stock pursuant to this Section 5. Such notice need not be sent in
advance of the occurrence of the Mandatory Conversion Time. Upon receipt of such notice, each holder of
shares of Series A1 Preferred Stock shall surrender his, her or its certificate or certificates for all such shares
(or, if such holder alleges that such certificate has been lost, stolen or destroyed, a lost certificate affidavit and
agreement reasonably acceptable to the Corporation to indemnify the Corporation against any claim that may
be made against the Corporation on account of the alleged loss, theft or destruction of such certificate) to the
Corporation at the place designated in such notice. If so required by the Corporation, certificates surrendered
for conversion shall be endorsed or accompanied by written instrument or instruments of transfer, in form
satisfactory to the Corporation, duly executed by the registered holder or by his, her or its attorney duly
authorized in writing. All rights with respect to the Series A Preferred Stock converted pursuant to Subsection
5(a), including the rights, if any, to receive notices and vote (other than as a holder of Common Stock), will
terminate at the Mandatory Conversion Time (notwithstanding the failure of the holder or holders thereof to
surrender the certificates at or prior to such time), except only the rights of the holders thereof, upon surrender
of their certificate or certificates (or lost certificate affidavit and agreement) therefor, to receive the items
provided for in the next sentence of this Subsection 5(b). As soon as practicable after the Mandatory
Conversion Time and the surrender of the certificate or certificates (or lost certificate affidavit and agreement)
for Series A1 Preferred Stock, the Corporation shall issue and deliver to such holder, or to his, her or its
nominees, a certificate or certificates for the number of full shares of Common Stock issuable on such
conversion in accordance with the provisions hereof and the payment of any declared but unpaid dividends on
the shares of Series A1 Preferred Stock converted. Such converted Series A1 Preferred Stock shall be retired
and cancelled and may not be reissued as shares of such series, and the Corporation may thereafter take such
appropriate action (without the need for stockholder action) as may be necessary to reduce the authorized
number of shares of Series A1 Preferred Stock accordingly.
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Section 6.

Voting Rights.

(a) General. On any matter presented to the shareholders of the Corporation for their action or
consideration at any meeting of shareholders of the Corporation (or by written consent of shareholders in lieu
of meeting) other than as set forth in Subsection 6(b) below, each holder of outstanding shares of Series A1
Preferred Stock shall be entitled to cast the number of votes equal to the number of whole shares of Common
Stock into which the shares of Series A1 Preferred Stock held by such holder are convertible as of the record
date for determining shareholders entitled to vote on such matter. Except as provided by law or by the other
provisions of the Articles of Incorporation, holders of Series A1 Preferred Stock shall vote together with the
holders of Common Stock as a single class.
(b) Election of Directors. The holders of record of the shares of Series A1 Preferred Stock,
exclusively and as a separate class, shall be entitled to elect three (3) directors of the Corporation (the “Series
A1 Directors”) and the holders of record of the shares of Common Stock, exclusively and as a separate class,
shall be entitled to elect four (4) directors of the Corporation. Any director elected as provided in the preceding
sentence may be removed without cause by, and only by, the affirmative vote of the holders of the shares of the
class or series of capital stock entitled to elect such director or directors, given either at a special meeting of
such shareholders duly called for that purpose or pursuant to a written consent of shareholders. If the holders of
shares of Series A1 Preferred Stock or Common Stock, as the case may be, fail to elect a sufficient number of
directors to fill all directorships for which they are entitled to elect directors, voting exclusively and as a
separate class, pursuant to the first sentence of this Subsection 6(b), then any directorship not so filled shall
remain vacant, but may remain fillable by the Board, until such time as the holders of the Series A1 Preferred
Stock or Common Stock, as the case may be, elect a person to fill such directorship by vote or written consent
in lieu of a meeting; and no such directorship may be filled by shareholders of the Corporation other than by
the shareholders of the Corporation that are entitled to elect a person to fill such directorship, voting exclusively
and as a separate class. The holders of record of the shares of Common Stock and of any other class or series
of voting stock (exclusively the Series A1 Preferred Stock), exclusively and voting together as a single class,
shall be entitled to elect the balance of the total number of directors of the Corporation; provided, however, that
an affirmative vote of less than a majority of the then outstanding Series A1 Preferred Stock is required to
increase the number of Board positions beyond seven. At any meeting held for the purpose of electing a
director, the presence in person or by proxy of the holders of a majority of the outstanding shares of the class or
series entitled to elect such director shall constitute a quorum for the purpose of electing such director. Except
as otherwise provided in this Subsection 6(b), a vacancy in any directorship filled by the holders of any class or
series shall be filled only by vote or written consent in lieu of a meeting of the holders of such class or series or
by any remaining director or directors elected by the holders of such class or series pursuant to this Subsection
6(b). The rights of the holders of the Series A1 Preferred Stock and the rights of the holders of the Common
Stock under the first sentence of this Subsection 6(b) shall terminate on the first date following the Original
Issue Date on which there are issued and outstanding less than 50% of the Original Issue Amount (subject to
appropriate adjustment in the event of any stock dividend, stock split, combination or other similar
recapitalization with respect to the Series A1 Preferred Stock).
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Section 7. Liquidation, Dissolution and Winding Up. In the event of any liquidation, dissolution or
winding up of the Corporation, holders of each outstanding share of the Series A1 Preferred Stock shall be
entitled to be paid first out of the assets of the Corporation available for distribution to holders of the capital
stock, whether such assets are capital, surplus or earnings, an amount equal to the Original Issue Price per share
of the Series A1 Preferred Stock, as adjusted for any stock dividends, combinations or splits with respect to
such shares, plus all accrued and unpaid dividends thereon (the “Liquidation Preference Amount”).
Whenever the distribution provided for in this Section 7 shall be payable in property other than cash, the value
of such distribution shall be the fair market value of such property as determined in good faith by not less than
a majority of the directors then serving on the Board. A reorganization of the Corporation, or a consolidation or
merger of the Corporation with or into another corporation or entity or a sale of or other disposition of all or
substantially all of the assets of the Corporation, shall not be treated as a liquidation, dissolution or winding up
of the Corporation within the meaning of this Section 7.
Section 8.

Redemption by Corporation.

(a)
Optional Redemption. Unless prohibited by Colorado law governing distributions to
shareholders, the Corporation, at its option, may redeem, in whole at any time or in part from time to time, the
shares of Series A1 Preferred Stock at the time outstanding, upon notice given as provided in Section 8(b)
below, at a redemption price equal to the sum of (i) $10,000 per share and (ii) the accrued and unpaid
dividends thereon, whether or not declared, to the redemption date. The redemption price for any shares of
Series A1 Preferred Stock shall be payable on the redemption date to the holder of such shares against
surrender of the certificate(s) evidencing such shares to the Corporation or its agent. Any unpaid dividends
payable on a redemption date that occurs subsequent to the Dividend Record Date for a Dividend Period shall
not be paid to the holder entitled to receive the redemption price on the redemption date, but rather shall be paid
to the holder of record of the redeemed shares on such Dividend Record Date relating to the Dividend Payment
Date as provided in Section 4 above.
(b)
Notice of Redemption. Notice of every redemption of shares of Series A1 Preferred
Stock shall be given by first class mail, postage prepaid, addressed to the holders of record of the shares to be
redeemed at their respective last addresses appearing on the books of the Corporation. Such mailing shall be at
least 30 days and not more than 60 days before the date fixed for redemption. Any notice mailed as provided in
this Subsection shall be conclusively presumed to have been duly given, whether or not the holder receives
such notice, but failure duly to give such notice by mail, or any defect in such notice or in the mailing thereof,
to any holder of shares of Series A1 Preferred Stock designated for redemption shall not affect the validity of
the proceedings for the redemption of any other shares of Series A1 Preferred Stock. Notwithstanding the
foregoing, if the Series A1 Preferred Stock are issued in book-entry form through The Depository Trust
Company or any other similar facility, notice of redemption may be given to the holders of Series A1 Preferred
Stock at such time and in any manner permitted by such facility. Each notice of redemption given to a holder
shall state: (1) the redemption date; (2) the number of shares of Series A1 Preferred Stock to be redeemed and,
if less than all the shares held by such holder are to be redeemed, the number of such shares to be redeemed
from such holder; (3) the redemption price; and (4) the place or places where certificates for such shares are to
be surrendered for payment of the redemption price.
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(c)
Partial Redemption. In case of any redemption of part of the shares of Series A1
Preferred Stock at the time outstanding, the shares to be redeemed shall be selected either pro rata or in such
other manner as the Corporation may determine to be fair and equitable. Subject to the provisions hereof, the
Corporation shall have full power and authority to prescribe the terms and conditions upon which shares of
Series A1 Preferred Stock shall be redeemed from time to time. If fewer than all the shares represented by any
certificate are redeemed, a new certificate shall be issued representing the unredeemed shares without charge to
the holder thereof.
(d)
Effectiveness of Redemption. If notice of redemption has been duly given and if on
or before the redemption date specified in the notice all funds necessary for the redemption have been
deposited by the Corporation, in trust for the pro rata benefit of the holders of the shares called for redemption,
with a bank or trust company having a capital and surplus of at least $50 million and selected by the Board, so
as to be and continue to be available solely therefor, then, notwithstanding that any certificate for any share so
called for redemption has not been surrendered for cancellation, on and after the redemption date dividends
shall cease to accrue on all shares so called for redemption, all shares so called for redemption shall no longer
be deemed outstanding and all rights with respect to such shares shall forthwith on such redemption date cease
and terminate, except only the right of the holders thereof to receive the amount payable on such redemption
from such bank or trust company, without interest. Any funds unclaimed at the end of three years from the
redemption date shall, to the extent permitted by law, be released to the Corporation, after which time the
holders of the shares so called for redemption shall look only to the Corporation for payment of the redemption
price of such shares.
(e)
No Sinking Fund. The Series A1 Preferred Stock will not be subject to any
mandatory redemption, sinking fund or other similar provisions.
Section 9.

Redemption by Holder.

(a)
Optional Redemption. Unless prohibited by Colorado law governing distributions to
shareholders, the Corporation, upon ninety (90) days’ prior written request from any holders of outstanding
shares of Series A1 Preferred Stock, will redeem at a redemption price equal to the sum of (i) $10,000 per
share and (ii) the accrued and unpaid dividends thereon, to the redemption date, up to one-third of each
holder’s outstanding shares of Series A1 Preferred Stock on: (i) the first anniversary of the Original Issue Date
(the “First Redemption Date”), (ii) the second anniversary of the Original Issue Date (the “Second
Redemption Date”) and (iii) the third anniversary of the Original Issue Date (the “Third Redemption Date”,
along with the First Redemption Date and the Second Redemption Date, collectively, each a “Redemption
Date”). The redemption price for any shares of Series A1 Preferred Stock shall be payable on the redemption
date to the holder of such shares against surrender of the certificate(s) evidencing such shares to the
Corporation or its agent. Any unpaid dividends payable on a Redemption Date that occurs subsequent to the
Dividend Record Date for a Dividend Period shall not be paid to the holder entitled to receive the redemption
price on the Redemption Date, but rather shall be paid to the holder of record of the redeemed shares on such
Dividend Record Date relating to the Dividend Payment Date as provided in Section 4 above. If on any
Redemption Date, Colorado law governing distributions to shareholders prevents the Corporation from
redeeming all shares of Series A1 Preferred Stock to be redeemed, the Corporation shall ratably redeem the
maximum number of shares that it may redeem consistent with such law, and shall redeem the remaining shares
as soon as it may lawfully do so under such law.
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(b)
Notice of Redemption. Notice of every redemption request by the holders of
outstanding shares of Series A1 Preferred Stock shall be given to the Corporation at least ninety (90) days prior
to each Redemption Date. Each redemption request shall be irrevocable.
(c)
No Sinking Fund. The Series A1 Preferred Stock will not be subject to any
mandatory redemption, sinking fund or other similar provisions.
Section 10. No Preemptive Rights. No share of Series A1 Preferred Stock shall have any rights of
preemption whatsoever as to any securities of the Corporation, or any warrants, rights or options issued or
granted with respect thereto, regardless of how such securities, or such warrants, rights or options, may be
designated, issued or granted.
Section 11. Vote to Change the Terms of the Series A1 Preferred Stock. Following the issuance
of any shares of Series A1 Preferred Stock, the affirmative vote at a meeting duly called for such purpose or the
written consent without a meeting, of the holders of not less than a majority of the then outstanding Series A1
Preferred Stock, shall be required for any change to this Amendment, which would amend, alter, change or
repeal any of the powers, designations, preferences and rights of the Series A1 Preferred Stock.
Section 12. Authority of the Board. The Board shall have the power to resolve any ambiguity or
correct any error in this Amendment, and its action in so doing shall be final and conclusive.
IN WITNESS WHEREOF, Arête Industries, Inc. has caused this Amendment to be executed by its
duly authorized officer, on this 30th day of September 2011.
ARÊTE INDUSTRIES, INC.
Name: Donald W. Prosser
Title: Chairman and CEO

By:

/s/ Donald W. Prosser
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EXHIBIT 99.1

Press Release

Source: Arête Industries, Inc.

Arete Industries, Inc Closes Acquisition of Oil & Gas Properties
Monday, October 3, 2011

WESTMINSTER, Colorado, October 3, 2011 (GLOBE NEWSWIRE) - Arête Industries, Inc. (OTCQB:ARET) News) today announced it has completed the oil and gas property purchase by making the final payment to the
sellers under the Purchase and Sale Agreement dated July 29, 2011, but effective April 1, 2011. The payment
was made on September 30, 2011 as part of the extension agreement dated September 16, 2011. The final
payment was approximately $5,120,000.
The Company also announced it broke escrow on its funding commitment for the minimum of $5,200,000 to
close the Purchase and Sale Agreement.
Donald Prosser, Chairman and Chief Executive Officer of Arête Industries, Inc. commented, “By closing on the
acquisition of these oil and gas assets we will complete our review of the properties and drilling opportunities.
We will also begin the process of applying for listing on a major exchange.”
Make sure you are first to receive timely information on Arête Industries when it hits the newswire. Sign up for
Arête’s email news alert system today at: http://www.areteindustries.com/alerts
About the Company
The Company is the operator of a gas gathering system and holds oil and gas properties in the Rocky Mountain
Region of the United States. For additional information on the Company visit our website at
http://www.areteindustries.com/
Statement as to Forward Looking Statements.
Certain statements contained herein, which are not historical, are forward-looking statements that are subject to
risks and uncertainties not known or disclosed herein that could cause actual results to differ materially from
those expressed herein. These statements may include projections and other “forward-looking statements”
within the meaning of the federal securities laws. Any such projections or statements reflect Arête’s current
views about future events and financial performance. No assurances can be given that such events or
performance will occur as projected and actual results may differ materially from those projected. Important
factors that could cause the actual results to differ materially from those projected include, without limitation,
the Company’s dependence on its management, the Company’s lack of capital, changes in prices for crude oil
and natural gas, the ability of management to execute plans to meet the Company’s goals and other risks
inherent in the Company’s businesses that are detailed in the Company’s Securities and Exchange Commission
(“SEC”) filings. Readers are encouraged to review these risks in our SEC filings.

For Further Information Contact:
Arête Investor Relations:
Gerald Kieft
The WSR Group
772-219-7525
IR@theWSRgroup.com
_____________________

Source: Arete Industries, Inc.

