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HALLWOOD GROUP REPORTS AGREEMENT

Dal | as, Texas, May 11, 1999 - The Hal | wod G oup | ncor por ated
(NYSE: HWG) today announced that it has reached an agreenent with
Brian M Troup, president and a director of the Conpany,
regarding a separation of their interests. Conpletion of the
Agreenent is conditioned on, anong other things, a satisfactory
refinanci ng of the $14, 088, 000 out st andi ng princi pal amount of
Hal | wood’ s 7% Col | ateral i zed Seni or Subordi nat ed Debent ures due
July 31, 2000 and conpletion of the previously announced

consol idation of Hallwod G oup’s energy interests with Hallwood
Energy Partners, L.P. (AVEX HEP) and Hal | wood Consol i dat ed
Resources Corporation (NVS: HCRC) to forma new Hal | wod Ener gy
Corporation. M. Troup is discontinuing his association with

t he Conpany to pursue other interests.

M. Troup currently holds options to purchase a total of 37,200
shares of Hallwod’'s common stock. In addition, a trust of

whi ch nmenbers of M. Troup’s famly are beneficiaries currently
owns 305, 196 shares of Hallwood’s common stock. Pursuant to the
Agreenent, upon satisfaction of the conditions, M. Troup wl|
surrender his options, the trust will surrender all of its
shares of Hallwod's stock to Hall wod, the options and stock
w Il be canceled and M. Troup will resign fromall positions
with Hal |l wod G oup, the general partner of Hallwod Realty



Partners and Hal | wood Energy Corporati on.

I n exchange, Hallwood will transfer to the trust or M. Troup
82,608 units of Hallwood Realty Partners, L.P. (AVEX HRY),

360, 000 shares of common stock of Hallwood Energy Corporation,
and all of Hallwood s interest in the Enclave resort in Ol ando,
Florida and all other condom nium hotel projects currently in
process. In addition, Hallwood Goup will pay M. Troup
quarterly up to 20% of the net cash flow fromits Hal |l wood
Commerci al Real Estate, LLC subsidiary, subject to term nation
in certain events.

Hal | wood Realty Partners, L.P. and Hal |l wood Energy Corporation
have agreed to register the trust’s or M. Troup’s shares in
those entities upon request by M. Troup and Hal | wod G oup, at
Hal | wod G oup’ s expense. Hallwood Goup will have the right to
purchase all of these shares and units at the then current
trading price for a period of six nonths after the effectiveness
of the Agreenent. Thereafter, M. Troup may sell the shares and
units subject to certain restrictions, including a right of
first refusal in favor of Hallwod G oup.

There is no assurance that the conditions to conpletion of the
Agreenment will be satisfied or that the Agreenment wll be
conpleted. Until conpletion, the parties do not anticipate any
change in their relationships.
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