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IN THE UNITED STATES BANKRUPTCY COURT  
FOR THE DISTRICT OF DELAWARE 

---------------------------------------------------
In re: 
 
CHAPARRAL ENERGY, INC., et al., 
 
     Debtors.1 
 
 
 
---------------------------------------------------

x 
: 
: 
: 
: 
: 
: 
: 
: 
x 

 
Chapter 11 
 
Case No. 16-11144 (LSS) 
 
Jointly Administered 
 
Bid Procedures Hearing Date: Mar. 9, 2017 at 10:00 a.m. (ET) 
Bid Procedures Obj. Deadline: Mar. 2, 2017 at 4:00 p.m. (ET) 
Sale Hearing Date:  TBD 
Sale Obj. Deadline: TBD

DEBTORS’ MOTION FOR ENTRY OF ORDERS (I) ESTABLISHING 
BIDDING AND SALE PROCEDURES; (II) APPROVING    

THE SALE OF ASSETS; AND (III) GRANTING RELATED RELIEF 

The above-captioned debtors and debtors in possession (collectively, the “Debtors”) 

hereby file this Motion for Entry of Orders (I) Establishing Bidding and Sale Procedures; (II) 

Approving the Sale of Assets; and (III) Granting Related Relief (the “Motion”), and in support 

respectfully state as follows: 

JURISDICTION AND VENUE 

1. The Court has jurisdiction to consider this Motion under 28 U.S.C. §§ 157 and 

1334, and the Amended Standing Order of Reference from the United States District Court for 

the District of Delaware, dated as of February 29, 2012.  This is a core proceeding under 28 

U.S.C. § 157(b).  Venue is proper pursuant to 28 U.S.C. §§ 1408 and 1409.  The statutory 

predicates for the relief requested herein are sections 105(a), 363, 365, 503, and 507 of title 11 

of the United States Code (the “Bankruptcy Code”), rules 2002, 6004, 6006, 9013, and 9014 

                                                 
1 The Debtors in these cases, along with the last four digits (or five digits, in cases in which multiple Debtors 
have the same last four digits) of each Debtor’s federal tax identification number, are: CEI Acquisition, L.L.C. 
(1817); CEI Pipeline, L.L.C. (6877); Chaparral Biofuels, L.L.C (1066); Chaparral CO2, L.L.C. (1656); Chaparral 
Energy, Inc. (90941); Chaparral Energy, L.L.C. (20941); Chaparral Exploration, L.L.C. (1968); Chaparral Real 
Estate, L.L.C. (1655); Chaparral Resources, L.L.C. (1710); Green Country Supply, Inc. (2723); and Roadrunner 
Drilling, L.L.C. (2399). The Debtor’s address is 701 Cedar Lake Blvd., Oklahoma City, OK 73114. 
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of the Federal Rules of Bankruptcy Procedure (the “Bankruptcy Rules”), and Rule 6004-1 of 

the Local Rules of Bankruptcy Practice and Procedure of the United States Bankruptcy Court 

for the District of Delaware (the “Local Rules”). 

2. The Debtors confirm their consent pursuant to Local Rule 9013-1(f) to the entry 

of a final order by the Court in connection with this Motion to the extent that it is later 

determined that the Court, absent consent of the parties, cannot enter final orders or judgments 

in connection herewith consistent with Article III of the United States Constitution. 

PROCEDURAL BACKGROUND 

3. On May 9, 2016 (the “Petition Date”), the Debtors filed voluntary petitions in the 

Court commencing cases for relief under Chapter 11 of the Bankruptcy Code (the “Chapter 11 

Cases”).  The Debtors continue to manage and operate their businesses as debtors in possession 

pursuant to Bankruptcy Code Sections 1107 and 1108.  No trustee or examiner has been 

requested in the Chapter 11 Cases, and no committees have been appointed.  

4. Additional information regarding the Debtors and these Chapter 11 Cases, 

including the Debtors’ business, organizational structure, financial condition, and the reasons for 

and objectives of these Chapter 11 Cases, is set forth in the Declaration of Mark A. Fischer, 

Chief Executive Officer of Chaparral Energy, Inc., in Support of Chapter 11 Petitions and First 

Day Pleadings [Docket No. 14], incorporated herein by reference (the “Fischer Declaration”).   

5. The Debtors have recently filed their Joint Plan of Reorganization for Chaparral 

Energy, Inc. and its Affiliate Debtors under Chapter 11 of the Bankruptcy Code [Docket No. 

783] (the “Plan”), and their confirmation hearing is scheduled for March 9, 2017.  In order to 

maximize the value of the assets that are the subject of this Motion, the Debtors intend to pursue 

a bidding and auction process extending over several weeks, which will likely result in the 

closing of a sale (the “Sale”) occurring after the effective date of the Plan (the “Plan Effective 
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Date”).  Furthermore, because the Motion contemplates selling interests of co-owners in certain 

of the assets pursuant to section 363(h) of the Bankruptcy Code, the Debtors intend to initiate 

adversary proceedings against all such co-owners as required by Bankruptcy Rule 7001(3) (the 

“Adversary Proceeding”).  Since the Adversary Proceeding will almost certainly be pending 

and unresolved as of the Plan Effective Date, the Debtors are requesting that the Court retain 

jurisdiction to hear all matters related to or arising under or in connection with the Adversary 

Proceeding, this Motion, the bidding procedures, and the Sale to ensure that the Debtors and the 

Reorganized Debtor obtain the highest and otherwise best price possible under the 

circumstances.2 

THE ASSETS, THE 363(H) SALE PROCESS, 
AND THE RELATED ADVERSARY PROCEEDING 

A. The Debtors’ CO2 Operations. 

6. The Debtors are engaged in carbon dioxide (“CO2”) enhanced oil recovery 

(“EOR”) at various wells they operate in the State of Oklahoma.  To recover oil and gas 

through EOR, the Debtors often contract with, and obtain CO2 from, fertilizer plants since CO2 

is an operational by-product of the fertilizer industry.  When CO2 is created by the fertilizer 

plant, the Debtors or another party compress the CO2 and send the gas through a pipeline to one 

or more of the Debtors’ depleted wells to assist in the recovery of oil and gas at the wells.  This 

process is called “flooding”, and it is almost exclusively used to recover oil and gas from 

mature wells that were previously considered near depletion.  Absent a constant supply of CO2, 

it is normally not economical to extract oil and gas from such depleted wells. 

                                                 
2  For the avoidance of doubt, the Debtors note that the consummation of the sale contemplated by this Motion is not 

a condition precedent to the occurrence of the Plan Effective Date.  As such, the Debtors request that the relief 
sought in this Motion apply to both the Debtors and the Reorganized Debtors so that the Reorganized Debtors 
may consummate the Sale in these Chapter 11 Cases. 
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B. The Assets. 

7. The Debtors currently own an interest in the Velma Pipeline that runs from a 

fertilizer plant owned by Koch Fertilizer, L.L.C. (“Koch”, and such fertilizer plant, the “Koch 

Fertilizer Plant”) in Garfield County, Oklahoma to Stephens County, Oklahoma, as described in 

greater detail on Exhibit F attached hereto (such pipeline and related assets, collectively, the 

“Assets” or the “Pipeline”).  The Assets are used to transport CO2 from the Koch Fertilizer 

Plant to (i) a “unit” (explained in greater detail below) wholly owned and operated by the 

Debtors known as the Northwest Velma Hoxbar Unit (the “Hoxbar Unit”), (ii) a unit formerly 

owned and operated by the Debtors known as the East Velma West Block Sims Sand Unit (the 

“Velma Unit”),3 and (iii) two units (known as the Purdy Unit and the Bradley Unit) owned and 

operated by Merit Energy Company (“Merit”, and the Purdy Unit and the Bradley Unit, 

together, the “Merit Units”).  Although the Pipeline is currently being used to transport CO2, the 

Pipeline bisects two of the most active North American oil playsthe STACK and SCOOP 

plays in central Oklahomamaking it ideally situated and, in turn, extremely valuable for 

transporting oil.   

8. Under Oklahoma law, “units” are distinct legal entities established by a state 

agency, which cover a specified geographic area for the purposes of oil and gas exploration and 

production by a single well or series of wells.  Each unit has an operator, which controls all EOR 

activities within the unit, who is generally the entity that owns the greatest amount of working 

interests located within the unit.  If a working interest owner does not have working interests 

                                                 
3  The Debtors sold most of their interests in the Velma Unit to Limerock Resources II-A, LP (“Limerock”) 
on April 4, 2012, but such sale excluded the Debtors’ interest in the Assets.  The Velma Unit is now owned and 
operated by Limerock, but CO2 is no longer transported to the Velma Unit. Accordingly, the Debtors still retain a 
joint ownership interest in the Assets relating to the Velma Unit despite no longer being the operator of the Velma 
Unit.  
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covering all of the acres in a unit, the working interest owner becomes a co-tenant with other 

working interest owners in the unit with regard to the oil and gas to be produced. 

9. As described in greater detail below, the Assets are jointly owned by (i) Chaparral 

CO2, L.L.C. (“Chaparral CO2”), a debtor in these Chapter 11 Cases, (ii) Merit, and (iii) several 

other third parties that hold working interests in the Merit Units or the Velma Unit4 (such other 

third parties and Merit, collectively, the “Other Joint Interest Owners”).  Upon information 

and belief, Chaparral CO2 and Merit own the vast majority of the Pipeline, with the non-Merit 

Other Joint Interest Owners collectively owning less than 10% of the Pipeline.   

10. The Assets consist of two segments of pipeline, each of which is jointly owned by 

several parties: 

(a) Segment A is 118 miles of eight inch diameter pipe running from the 
Koch Fertilizer Plant to the Purdy and Bradley Units in southern 
Grady County, Oklahoma (the “Merit Units”).  It is jointly owned by 
Merit, certain Other Joint Interest Owners,5 and Chaparral CO2.   

(b) Segment C6 is 23.7 miles of six inch diameter pipe extending from the 
junction of Segment A and Segment B south to the Velma Unit and the 
Debtors’ Hoxbar Unit, both located in Stephens County, Oklahoma.    
Segment C is jointly owned by the Debtors and certain Other Joint 
Interest Owners in the Velma Unit. 

11. At its northern end, the Pipeline connects to the Koch Fertilizer Plant in Enid, 

Oklahoma, which delivers CO2 to the units to the south.  At all relevant times, Merit purchased 

100% of the CO2 produced by the Koch Fertilizer Plant, sent a portion of the CO2 to the Merit 

Units, and sent a portion of the CO2 to the Debtors to flood and operate the Velma Unit and the 

                                                 
4  There are approximately 35 Other Joint Interest Owners in the Velma Unit who collectively own 
approximately 12% of the working interests in the Velma Unit.   
5  Such Other Joint Interest Owners include parties who own working interests in the Merit Units and the 
Velma Unit.  The Debtors believe that Other Joint Interest Owners who own working interests in the Merit Units, if 
any, will receive notice of this Motion through Merit, as operator of the Merit Units.    
6  Segment B is a short segment of pipeline running from Segment A to the Merit Units.    The Debtors do not 
own an interest in Segment B and, accordingly, it is not subject to this Motion or included in the definition of 
“Assets.” 
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Hoxbar Unit.7  There is no other practical way for CO2 to reach the Debtors’ units other than 

through the Pipeline. 

C. Events Leading to the Sale Process. 

15. Until December 31, 2016, the terms of Merit and the Debtors’ joint ownership of 

the Assets were governed by that certain Amended and Restated Articles of Agreement, Enid to 

Velma/Purdy CO2 Delivery System, dated as of August 23, 1996 (the “Articles of Agreement”), 

and the terms of the CO2 sales from Merit to the Debtors were governed by that certain 

Operation Agreement, attached to the Articles of Agreement (the “Operation Agreement”) and 

that certain Agreement for Sale and Purchase of CO2, dated as of August 23, 1996 (the “CO2 

Contract,” and together with the Articles of Agreement and the Operation Agreement, the 

“Agreements”).  Copies of the Articles of Agreement, Operation Agreement, and CO2 Contract 

are attached hereto as Exhibit G, Exhibit H, and Exhibit I, respectively.   

16. On December 31, 2016, the Agreements expired by their express terms.8  Despite 

extensive negotiations with Merit, the Debtors were unable to reach a new agreement regarding 

the sale and delivery of CO2 through the Pipeline.  The Debtors also attempted to negotiate a 

CO2 contract directly with Koch, but have likewise not been able to reach agreement.9 

17. Due to these developments, the Debtors have been unable to obtain CO2 through 

the Pipeline since January 1, 2017, and, as a result, oil and gas production at the Debtors’ 

Hoxbar Unit has steadily declined.  Moreover, the Debtors have learned that Merit has 

separately entered into a new contract to purchase 100% of the CO2 produced by the Koch 

Fertilizer Plant, which the Debtors believe is the reason why they cannot reach agreement with 

                                                 
7  Much like a water or natural gas pipeline, the Debtors and the Merit Units can simultaneously obtain CO2 
from the Pipeline from any access point without impacting the use of Other Joint Interest Owners. 
8  See Articles of Agreement §13.3; Operation Agreement §V-1; CO2 Contract §2.1.  
9  The Debtors are not aware of any other or alternate source of CO2 that could supply the Pipeline. 
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Koch for CO2 delivery.  Without the ability to purchase CO2 from Merit, the Debtors have 

been unable to flood their wells and recover the limited oil and gas reserves that remain at such 

wells. 

18. This predicament, however, caused the Debtors to re-evaluate the value of the 

Pipeline and the wells connected to it, and whether their value could be maximized through 

other uses.  After consultation with their major creditors constituencies, the Debtors have 

determined that, even with access to CO2, the Debtors would not be able to derive additional 

value from the connected wells given the relatively modest amounts of remaining oil and gas at 

such locations. 

D. Indications of Interest. 

19. Once the Debtors determined that they no longer had any ability to use the Assets, 

the Debtors reached out to certain potential purchasers to gauge interest in the Assets.  Once it 

became clear that several parties were interested, the Debtors and their advisors identified and 

contacted approximately twenty midstream companies that might have interest in acquiring the 

Assets.  All potential purchasers were given basic, general information about the Assets 

reflecting, in general terms, the strategic value associated with the location of the Assets, the 

estimated ownership percentages by segment, the pipe specifications and date of 

construction/completion, and other relevant information.  As a result of these efforts, the 

Debtors obtained a number of offers to purchase the Assets.  Each offer, however, contemplated 

purchasing the Assets in their entirety, rather than the interests of the Debtors only.   

20. The fact that offers have been made for the Assets in their entirety is not 

surprising.  First, all offers to date contemplate converting the Pipeline from a CO2 pipeline to a 

crude oil transportation pipeline.  As stated above, the Pipeline is strategically located such that 
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it is ideally situated and extremely valuable for transporting oil.  Second, while Merit can use 

the Pipeline for transporting CO2, a purchaser of the Debtors’ interest only may not be able to.  

Specifically, upon information and belief, Koch is (or will soon be in the process of) converting 

its facility to reuse CO2 in its own manufacturing process and will no longer have any excess 

CO2 for sale.  Accordingly, even if a purchaser wished to purchase the Pipeline for the purposes 

of transporting CO2, they would only have access to CO2 until Koch’s conversion is complete, 

and they would also be forced to reach an agreement to purchase CO2 from Merit, who would 

have significant leverage in negotiations based on their contract with Koch as described above.  

To the Debtors’ knowledge, there are no other sources of CO2 capable of being connected to 

the Pipeline other than from the Koch Fertilizer Plant or being purchased from Merit.  While the 

Debtors are open to selling only their interests, their marketing efforts to date have 

demonstrated that far greater value can be achieved through the sale of the Assets in their 

entirety. 

E. The 363(h) Sale Process and Related Adversary Proceeding. 

21. As noted above, because the Sale of the Assets will almost certainly involve 

selling each of the Other Joint Interest Owners’ interests in the Assets (the “Other Joint 

Interests”), the Debtors hope to obtain their consent to the Sale.  In the event such consent 

cannot be obtained, the Debtors intend to sell the Assets pursuant to section 363(h) of the 

Bankruptcy Code, which permits the sale of property of the estate, free and clear of the interest 

of a co-owner in such property, if, at the time of the commencement of the case, the debtor held 

an undivided interest in the property as a tenant in common or joint tenant and certain other 

conditions are met.  See 11 U.S.C. § 363(h).  Such a sale, however, requires the Debtors to 

commence an adversary proceeding pursuant to Bankruptcy Rule 7001(3).  As will be described 

in further detail in the pleadings to be filed in the Adversary Proceeding, the Debtors believe 
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that the conditions required to sell the Assets free and clear under section 363(h) of the 

Bankruptcy Code will be satisfied.  For the avoidance of doubt, any Sale of the Assets pursuant 

to this Motion will be conditioned upon either receiving the Other Joint Interest Owners’ 

consent to the Sale or, if such consent cannot be obtained, a ruling in the Adversary Proceeding 

permitting the Sale free and clear of the Other Joint Interests. 

RELIEF REQUESTED 

22. By this Motion, the Debtors seek entry of an order, substantially in the form 

attached hereto as Exhibit A (the “Bid Procedures Order”), granting the following relief: 

(a) authorizing and approving the bid procedures set forth in Annex 1 
to the Bid Procedures Order (the “Bid Procedures”) to be used in 
connection with the proposed Sale of the Assets; 

(b) authorizing the Debtors to enter into one or more asset purchase 
agreements (any such agreement, an “Asset Purchase 
Agreement”) with one or more potential “stalking horse” bidders 
(each, a “Stalking Horse Bidder”) and establishing procedures to 
provide certain Bid Protections (as defined below) to any Stalking 
Horse Bidder in connection therewith; 

(c) scheduling an auction (the “Auction”) and a hearing (the “Sale 
Hearing”) to consider approval of the Sale; 

(d) authorizing and approving procedures (the “Assignment 
Procedures”) to be employed in connection with the identification 
and assignment of certain executory contracts and unexpired leases 
(collectively, the “Assigned Contracts”) in connection with the 
Sale;  

(e) approving the manner and form of notice of the Auction, the Sale 
Hearing, and the Assignment Procedures, substantially in the forms 
attached hereto as Exhibit B (the “Sale Notice”) and Exhibit C (the 
“Assignment Notice”); and 

(f) granting related relief. 
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23. The Debtors further seek entry of an order, substantially in the form attached 

hereto as Exhibit D (the “Sale Order”) granting the following relief: 

(i) approving the Sale of the Assets, or any combination thereof, to 
one or more Successful Bidders free and clear of liens, claims, 
interests and encumbrances; 

(ii) approving the assignment by the Debtors or the Reorganized 
Debtors of the Assigned Contracts to the Successful Bidder(s); and 

(iii) granting certain related relief.  

BID PROCEDURES 

24. The Bid Procedures are designed to maximize value for the Debtors’ estates and 

will enable the Debtors to review, analyze, and compare all bids received to determine which 

bid is in the best interests of the Debtors’ estates and creditors.  The Bid Procedures describe, 

among other things, the procedures for parties to access due diligence, the manner in which 

bidders and bids become “qualified,” the receipt of bids received, the conduct of any auction, 

the selection and approval of any ultimately successful bidders, and the deadlines with respect 

to the foregoing Bid Procedures.  The Debtors submit that the Bid Procedures will enable the 

Debtors to conduct a sale process that will maximize the value of their estates. A schedule of 

the Debtors’ proposed timeline for the auction and Sale of the Assets is attached to the Bid 

Procedures Order as Annex 2. 

A. Bid Procedures Summary. 

25. The salient terms of the Bid Procedures are as follows:10 

Interested Parties.  Unless otherwise ordered by the Court for cause shown, to 
participate in the Bidding Process, each interested person or entity (each, an 

                                                 
10  The summary of the terms of the Bid Procedures contained herein is qualified in its entirety by reference to 
the Bid Procedures.  If there are any inconsistencies between this summary and the terms of the Bid Procedures, the 
Bid Procedures shall govern in all respects.  Capitalized terms used but not otherwise defined in this Section A have 
the meaning set forth in the Bid Procedures. 
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“Interested Party”) must deliver the following to the Financial Advisor11 so as to 
be actually received by no later than 5:00 p.m. (Eastern Time) on [March 13], 
2017: 

(a) an executed confidentiality agreement in form and substance 
reasonably satisfactory to the Debtors; 
 

(b) a statement and other factual support demonstrating to the Debtors’ 
reasonable satisfaction that the Interested Party has a bona fide 
interest in purchasing all or substantially all of the Assets; and 
 

(c) sufficient information to allow the Debtors to determine, in their 
reasonable discretion, that the Interested Party has the financial 
wherewithal and any required internal corporate, legal, or other 
authorizations to close a sale, including, but not limited to, current 
audited financial statements of the Interested Party (or such other 
form of financial disclosure acceptable to the Debtors in their 
reasonable discretion). 

If the Debtors determine, in consultation with the Consultation Parties (as defined 
below), that an Interested Party has satisfied the above requirements, then no later 
than two (2) business days after the Debtors make such determination, the 
applicable Interested Party will be deemed a “Potential Bidder” and the Debtors 
will deliver to such Potential Bidder: (a) an electronic copy of a proposed asset 
purchase agreement (the “Proposed Agreement”) and (b) access information for 
the Debtors’ confidential electronic data room concerning the Assets.  The 
Debtors reserve the right, in consultation with the Consultation Parties, to 
determine whether an Interested Party has satisfied the above participation 
requirements such that it is eligible to be a Potential Bidder.  The Debtors shall 
provide Vinson & Elkins LLP, as counsel to the Prepetition Credit Agreement 
Agent, and Milbank, Tweed, Hadley & McCloy LLP, as counsel to the Ad Hoc 
Noteholders Committee, with a list of all Interested Parties and all Potential 
Bidders.  Any dispute concerning whether an Interested Party should be 
designated as a Potential Bidder shall be resolved by the Court.  As used herein, 
the term “Consultation Parties” means the Prepetition Credit Agreement Agent 
and the Ad Hoc Noteholders Committee. 

Due Diligence.  Until the Bid Deadline (as defined below), in addition to access 
to the confidential electronic data room, the Debtors or their advisors will provide 
any Potential Bidder with such due diligence access or additional information as 
may be reasonably requested by the Potential Bidder that the Debtors determine to 
be reasonable and appropriate under the circumstances.  All additional due 
diligence requests from Potential Bidders shall be directed to the Financial 
Advisor.  Unless otherwise determined by the Debtors in consultation with the 

                                                 
11 The Financial Advisor’s contact information is: Evercore Partners, 55 East 52nd Street, New York, New 
York 10055 (Attn: Steven Becker (steven.becker@Evercore.com)). 
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Consultation Parties, the availability of due diligence to, and access to the 
Debtors’ confidential electronic data room by, a Potential Bidder will cease if (a) 
the applicable Potential Bidder does not become (or ceases to be) a Qualified 
Bidder, from and after the Bid Deadline or (b) the Bidding Process or proposed 
sale is terminated or withdrawn. 

The Debtors reserve the right to withhold any due diligence materials that they 
determine are business-sensitive or otherwise not appropriate for disclosure to a 
bidder who is a competitor of the Debtors or is affiliated with any competitor of 
the Debtors.  Neither the Debtors nor their representatives shall be obligated to 
furnish information of any kind whatsoever to any person that is not determined 
to be a Qualified Bidder.  The Debtors may, in the exercise of their reasonable 
business judgment and in consultation with the Consultation Parties, extend a 
Qualified Bidder’s time to conduct due diligence after the Bid Deadline until the 
Auction. 

Each bidder shall comply with all reasonable requests for additional information 
and due diligence access requested by the Debtors or their advisors regarding the 
ability of the Qualified Bidder to consummate its contemplated transaction.  
Failure by a Qualified Bidder to comply with such reasonable requests for 
additional information and due diligence access may be a basis for the Debtors, in 
consultation with the Consultation Parties, to determine that such bidder is no 
longer a Qualified Bidder or that a bid made by such Qualified Bidder is not a 
Qualified Bid. 

Qualified Bid.  Each offer or bid by a Potential Bidder (including any Other Joint 
Interest Owner who desires or seeks to exercise its rights under section 363(i) of 
the Bankruptcy Code) must satisfy each of the conditions set forth in “Bid 
Deadline” and “Bid Requirements” below to be deemed a “Qualified Bid” and 
for the Potential Bidder to be deemed a “Qualified Bidder”.   

Bid Deadline.  A Potential Bidder who desires to be a Qualified Bidder 
(including any Other Joint Interest Owner who desires or seeks to exercise its 
rights under section 363(i) of the Bankruptcy Code) must deliver the Required 
Bid Documents (as defined below) so as to be actually received not later than 
12:00 p.m. (Eastern Time) on [March 21], 2017 (the “Bid Deadline”), to the 
Financial Advisor, 55 East 52nd Street, New York, New York 10055 (Attn: 
Steven Becker (steven.becker@Evercore.com)) with copies to Latham & Watkins 
LLP, 885 Third Avenue, New York, New York 10022 (Attn: David F. McElhoe 
(david.mcelhoe@lw.com)), Richards, Layton & Finger, P.A., One Rodney Square 
920 North King Street, Wilmington, Delaware 19801 (Attn: John H. Knight 
(knight@rlf.com) and Joseph C. Barsalona II (barsalona@rlf.com)).  Upon 
receipt, the Debtors shall promptly provide copies of all Required Bid Documents 
to Vinson & Elkins LLP, as counsel to the Prepetition Credit Agreement Agent, 
and Milbank, Tweed, Hadley & McCloy LLP, as counsel to the Ad Hoc 
Noteholders Committee.  The Debtors may, in their reasonable discretion and in 
consultation with the Consultation Parties, extend the Bid Deadline.  
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Bid Requirements.  All bids shall include the following (the “Required Bid 
Documents”): 

 a letter stating that the bidder consents to the jurisdiction of the Court and 
that the bidder’s offer is irrevocable until the earlier of (i) the closing of the 
Sale (the “Closing”) or (ii) [July 31], 2017 (the “End Date”); 

 a duly authorized and executed purchase agreement, including the purchase 
price for the Assets to be purchased, together with all exhibits and schedules, 
marked to show any amendments and modifications to the Proposed 
Agreement, and any proposed modifications to the Sale Order; and 

 written evidence of a firm commitment for financing, or other evidence of 
ability to consummate the proposed transaction without financing, that is 
satisfactory to the Debtors. 

In addition, a bid will be considered only if the bid: 

 sets forth the contracts and leases to be assigned, if any; 

 sets forth the consideration for the Assets to be purchased; 

 sets forth whether the Potential Bidder would purchase only the Debtors’ 
interests in the Assets, and, if so, sets forth the consideration for such 
Debtors’ interests to be purchased; 

 is not conditioned on obtaining financing or on the outcome of unperformed 
due diligence or corporate, stockholder or internal approval; 

 provides evidence satisfactory to the Debtors of the bidder’s financial 
wherewithal and operational ability to consummate the transaction and 
satisfy its adequate assurance of future performance requirement with respect 
to any executory contract or unexpired lease to be assigned to it, including 
the ability to obtain all necessary regulatory approvals and the anticipated 
timeframe for receiving such approvals; 

 is accompanied by a deposit by wire transfer to the Debtors equal to 10% of 
the cash purchase price (any such deposit, a “Good Faith Deposit”), with 
such deposit to constitute liquidated damages if the Potential Bidder shall 
default with respect to its offer; 

 subject to the satisfaction of any conditions precedent, provides for the 
closing of the transaction by no later than the End Date; 
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 sets forth the representatives who are authorized to appear and act on behalf 
of the bidder; and 

 is received on or before the Bid Deadline. 

Auction.  In the event that the Debtors timely receive more than one Qualified 
Bid with respect to the Assets, the Debtors shall conduct an auction (the 
“Auction”).  The Auction shall be in accordance with the Bid Procedures and 
upon notice to all Qualified Bidders who have submitted Qualified Bids.  The 
Auction will be conducted at the offices of Latham & Watkins LLP, 811 Main 
Street, Houston, Texas 77002 on [_____], 2017 at [_]:00 [_].m. (Eastern Time), or 
at such other date, time, or location as the Debtors may notify all Qualified 
Bidders and the Consultation Parties in writing. 

Only representatives or agents of the Debtors, the United States Trustee, the 
Prepetition Credit Agreement Agent, the Ad Hoc Noteholders Committee and any 
Qualified Bidder that has submitted a Qualified Bid (and the legal and financial 
advisors to each of the foregoing), will be entitled to attend the Auction, and only 
Qualified Bidders will be entitled to make any subsequent bids at the Auction. 

At least one business day prior to the Auction, the Debtors or their advisors will 
provide copies of the Qualified Bid or combination of Qualified Bids which the 
Debtors believe is the highest or otherwise best offer (the “Starting Bid”) to 
respective counsel to the Consultation Parties and all Qualified Bidders which 
have informed the Debtors of their intent to participate in the Auction. 

The Debtors and their advisors shall direct and preside over the Auction.  The 
Debtors may, in consultation with the Consultation Parties, employ and announce 
at the Auction additional procedural rules that are reasonable under the 
circumstances for conducting the Auction, such as the amount of minimum 
overbids and the amount of time allotted to make Subsequent Bids (as defined 
below); provided that such rules are disclosed to each Qualified Bidder and not 
inconsistent with the Bid Procedures Order, the Bankruptcy Code, or any other 
order of the Court entered in connection herewith.  In the event of a dispute 
relating to the conduct of the Auction, such dispute will be heard by the Court. 

Bidding at the Auction will begin with the Starting Bid and continue, in one or 
more rounds of bidding, so long as during each round at least one subsequent bid 
is submitted by a Qualified Bidder(s) that (i) improves upon such Qualified 
Bidder’s immediately prior Qualified Bid (a “Subsequent Bid”) and (ii) the 
Debtors determine, in consultation with the Consultation Parties, that such 
Subsequent Bid or combination of Subsequent Bids is (a) for the first round, a 
higher or otherwise better offer than the Starting Bid, and (b) for subsequent 
rounds, a higher or otherwise better offer than the Leading Bid (as defined 
below).  All bids shall be made openly on the record and in the presence of all 
parties at the Auction. 
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After the first round of bidding and between each subsequent round of bidding, 
the Debtors shall, in consultation with the Consultation Parties, announce on the 
record the bid or bids that they believe to be the highest or otherwise best offer or 
combination of offers for the Assets (the “Leading Bid”). 

A round of bidding will conclude after each participating Qualified Bidder has 
had the opportunity to submit a Subsequent Bid with full knowledge of the then 
Leading Bid. 

For the purpose of evaluating Subsequent Bids, the Debtors may, in consultation 
with the Consultation Parties, require a Qualified Bidder submitting a Subsequent 
Bid to submit, as part of its Subsequent Bid, additional evidence (in the form of 
financial disclosure or credit-quality support information or enhancement 
reasonably acceptable to the Debtors) demonstrating such Qualified Bidder’s 
ability to close the proposed transaction. 

Any and all rights of the Other Joint Interest Owners arising under or in 
connection with section 363(i) of the Bankruptcy Code must be exercised prior to 
the conclusion of the Auction, and no such exercise shall be permitted after the 
conclusion of the Auction.  If, during the Auction, two or more Other Joint 
Interest Owners exercise their respective rights under section 363(i) of the 
Bankruptcy Code in accordance with the Bid Procedures and submit bids that are 
otherwise equal, then the bid submitted by the Other Joint Interest Owner that 
jointly owns the greatest percentage of the Assets shall be deemed the higher or 
otherwise better offer as between and among the bids submitted by the applicable 
Other Joint Interest Owners.  In exercising their rights under section 363(i) of the 
Bankruptcy Code, any Subsequent Bid submitted by an Other Joint Interest 
Owner must, at minimum, include the same cash purchase price as the Starting 
Bid or the then Leading Bid, as applicable, regardless of whether the Other Joint 
Interest Owner only seeks to purchase that portion of the Assets in which such 
Other Joint Interest Owner has an interest 

Notwithstanding anything to the contrary herein, the Debtors reserve the right, in 
consultation with the Consultation Parties, to reject at any time prior to entry by 
the Court of the Sale Order, without liability of any kind, any bid or offer that the 
Debtors in their reasonable discretion deem to be (x) inadequate or insufficient, 
(y) not a Qualified Bid or not otherwise in conformity with the requirements of 
the Bankruptcy Code, the Bankruptcy Rules, the Local Rules, or procedures set 
forth therein or herein, or (z) contrary to the best interests of the Debtors and their 
estates. 

Selection of Successful Bid(s).  Prior to the conclusion of the Auction, the 
Debtors will, in consultation with the Consultation Parties: (A) review and 
evaluate each bid made at the Auction on the basis of financial and contractual 
terms and other factors relevant to the sale process, including those factors 
affecting the speed and certainty of consummating the transaction; (B) identify 
the highest or otherwise best offer(s) for the Assets (the “Successful Bid”); (C) 
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determine which Qualified Bid (or combination thereof) is the Successful Bid and 
which is the next highest or otherwise best offer for the Assets (the “Alternate 
Bid”); and (D) notify all Qualified Bidders participating in the Auction of the 
identity of the bidder(s) making the Successful Bid (the “Successful Bidder”) and 
the Alternate Bid (the “Alternate Bidder”), and the amount and other material 
terms of the Successful Bid and the Alternate Bid.  For the avoidance of doubt, 
the Debtors may, in consultation with the Consultation Parties, (i) select the 
highest and otherwise best bid for the Debtors’ interests in the Assets only as the 
Alternate Bid, and (ii) consider whether a Potential Bid contemplates both 
purchasing the Assets and only the Debtors’ interests in the Assets, depending on 
the outcome of the Adversary Proceeding.  Within two (2) business days 
following the completion of the Auction, the Successful Bidder and the Debtors 
shall execute and deliver all agreements, instruments or other documents 
necessary to consummate the Sale contemplated by the Successful Bid. 

The Debtors will sell the Assets to the Successful Bidder only upon, and subject 
to, the approval thereof by the Court at the Sale Hearing.  The presentation of a 
particular Qualified Bid to the Court for approval (whether the Successful Bid, the 
Alternate Bid, or otherwise) does not constitute the Debtors’ acceptance of such 
Qualified Bid.  The Debtors will be deemed to have accepted a Qualified Bid only 
if and when such Qualified Bid has been approved by order of the Court at the 
Sale Hearing. 

If, for any reason, the entity that submits the highest or otherwise best Qualified 
Bid fails to consummate the purchase of the Assets subject to such bid, or any part 
thereof, the Debtors and the Alternate Bidder are authorized to effect the sale of 
such Assets to such Alternate Bidder as soon as is commercially reasonable, and 
the Alternate Bidder shall thereafter be treated as the “Successful Bidder” that 
submitted a “Successful Bid” for purposes of the Bid Procedures Order and the 
Sale Order, except as expressly set forth therein.  If such failure to consummate 
the purchase is the result of a breach by the Successful Bidder, the Debtors 
reserve the right to seek all available remedies from the defaulting Successful 
Bidder, subject to the terms of the applicable purchase agreement. 

The Sale Hearing.  If the Debtors do not receive any Qualified Bids, the Debtors 
will report the same to the Court at the Sale Hearing (or by filing a notice thereof 
with the Court and cancelling the Sale Hearing).  At the Sale Hearing, the Debtors 
will seek approval of the offer or offers constituting the Successful Bid and, at the 
Debtors’ election, the offer or offers constituting the Alternate Bid. 

The Debtors’ presentation to the Court of an offer constituting the Successful Bid 
and Alternate Bid will not constitute the Debtors’ acceptance of either of any such 
bid, which acceptance will only occur upon approval of such bid by the Court at 
the Sale Hearing. 

Reservation of Rights.  The Debtors reserve their rights to modify the Bid 
Procedures, impose additional customary terms and conditions on the sale of the 
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Assets, including, without limitation, extending the deadlines set forth in the Bid 
Procedures, modifying bidding increments, and adjourning or canceling the 
Auction and/or the Sale Hearing (as applicable), withdrawing from the Auction or 
Sale any or all of the Assets, withdrawing the Motion and/or canceling the sale 
process in its entirety, accepting and seeking Court approval for a bid for less than 
substantially all of the Assets, and rejecting all Qualified Bids, in each case in the 
reasonable exercise of the Debtors’ business judgment and in consultation with 
the Consultation Parties. 

Nothing in the Bid Procedures shall require the board of directors or other 
governing body of any Debtor to take any action, or refrain from taking any 
action, with respect to the Bid Procedures or any transaction in respect of the 
Assets to the extent such board of directors or other governing body determines, 
based on the advice of counsel, that taking such action, or refraining from taking 
such action, as applicable, would be inconsistent with the exercise of their 
respective fiduciary obligations. 

B. Ability to Select a Stalking Horse Bidder. 

26. To incentivize potential bidders and thereby maximize the potential value of the 

Assets, the Debtors request that they be authorized, but not required, in an exercise of their 

reasonable business judgment and in consultation with the Consultation Parties, to designate one 

or more Qualified Bids as a stalking horse bid (each, a “Stalking Horse Bid”) and to execute an 

Asset Purchase Agreement with such Stalking Horse Bidder in connection with the proposed sale 

of the Assets, at any time before the commencement of the Auction.  Upon execution of an Asset 

Purchase Agreement with any Stalking Horse Bidder, the Debtors will file a notice with the 

Court of such Stalking Horse Bidder and Asset Purchase Agreement. 

27. If the Debtors execute an Asset Purchase Agreement with any Stalking Horse 

Bidder(s), the Debtors may (but are not required to), in consultation with the Consultation 

Parties, provide such Stalking Horse Bidder(s) with a breakup fee (the “Break-Up Fee”) and an 

expense reimbursement (the “Expense Reimbursement” and together with the Break-Up Fee, 

the “Bid Protections”).  In the event the Debtors determine to provide the Bid Protections, no 

later than three (3) calendar days after execution of an Asset Purchase Agreement with any 
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Stalking Horse Bidder, the Debtors will file and serve a notice of the proposed Bid Protections 

on all applicable interested parties.  The notice shall include the amount of any Break-Up Fee 

and Expense Reimbursement; provided that (i) the aggregate amount of the Bid Protections shall 

not exceed three percent (3%) of the cash portion of the purchase price and (ii) such Bid 

Protections shall be payable and paid solely and exclusively from the aggregate cash proceeds of 

the closing of an alternative sale transaction (if any).  The Debtors will request the Court to set a 

hearing to approve the Bid Protections no earlier than seven (7) calendar days after the execution 

of an Asset Purchase Agreement with any Stalking Horse Bidder.  The Debtors will file and 

serve notice of such hearing on all applicable interested parties. 

C. Assignment Procedures. 

28. As part of the Sale, the Debtors may assign the Assigned Contracts to the 

Successful Bidder.  The Debtors believe that no need exists for them to separately designate 

contracts or leases for assumption because, pursuant to Article VI.A of the Plan, all executory 

contracts and unexpired leases that have not specifically been rejected will be assumed by the 

Debtors on the Plan Effective Date, which should occur prior to the closing of any Sale.  

Furthermore, the Debtors have already served their contract counterparties with notices regarding 

their respective cure amounts.  See Notice of Cure Amounts in Connection with Contracts and 

Leases, dated as of February 6, 2017 [Docket No. 815]; Second Notice of Cure Amounts in 

Connection with Contracts and Leases, dated as of February 9, 2017 [Docket No. 823].   

29. Based on the foregoing, the Debtors’ believe that the only relevant issues for their 

contract counterparties will be the identity of the proposed assignee and whether such assignee 

has provided adequate assurance of future performance pursuant to section 365(f)(2)(B) of the 

Bankruptcy Code.  The Debtors, therefore, propose that the following Assignment Procedures 

govern such matters: 
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 If a Qualified Bidder identifies any executory contract or unexpired lease 
to be assigned to it as part of its Qualified Bid, then the Debtors shall, 
within two (2) business days thereof, file with the Court a list identifying 
such contracts and leases and provide the relevant contract counterparties 
with a copy of the Assignment Notice and Sale Notice. 

 The Assignment Notice shall specifically state that the Debtors may be 
seeking the assignment of the Assigned Contracts and shall notify the 
relevant contract counterparties of the deadline for objecting to the ability 
of the Qualified Bidder to provide adequate assurance of future 
performance, which objection deadline shall be fourteen (14) calendar 
days following delivery of the Assignment Notice (the “Adequate 
Assurance Objection Deadline”). 

 If at any time after the entry of the Bidding Procedures Order the Debtors 
or any Qualified Bidder identify additional executory contracts and/or 
unexpired leases to be assigned as Assigned Contracts, the Debtors shall 
serve a supplemental assignment notice by facsimile, electronic 
transmission, hand delivery or overnight mail on the relevant contract 
counterparty  to each supplemental Assigned Contract (and its attorney, if 
known) by no later than ten (10) days before the proposed effective date 
of the assignment.  Each such notice shall set forth the following 
information: (i) the name and address of the contract counterparty, (ii) 
notice of the proposed effective date of the assignment (subject to the 
right of the Debtors and Successful Bidder to withdraw such request for 
assignment), (iii) identification of the Assigned Contract, and (iv) the 
deadlines by which any such contract counterparty must file an objection 
to the proposed assignment of any Assigned Contract (each a 
“Supplemental Assignment Notice”) 

 Such objection to adequate assurance of future performance must be filed 
with the Court and served on the Notice Parties (as defined in the Bid 
Procedures) so as to be received no later than the Adequate Assurance  
Objection Deadline.  Failure to file and serve an objection in accordance 
with this paragraph will forever bar the non-debtor counterparty from 
objecting to the provision of adequate assurance of future performance 
and the non-debtor counterparty will be deemed to have consented to the 
assignment, transfer, and/or sale of such Assigned Contract. 

30. Unless the applicable asset purchase agreement provides otherwise, a Qualified 

Bidder may, from time to time, exclude any Assigned Contract in its sole and absolute discretion 

until the Sale Hearing. The non-debtor party or parties to any such excluded contract or lease 
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will be notified of such exclusion by written notice mailed within three (3) business days of such 

determination. 

D. Notice. 

31. The Debtors shall serve within two (2) business days (by first class mail, postage 

prepaid) after entry of the Bid Procedures Order (the “Mailing Deadline”), the Sale Notice upon 

the following parties: (a) the Office of the United States Trustee for the District of Delaware; 

(b) the applicable state and local taxing authorities; (c) the Internal Revenue Service; (d) the 

Securities and Exchange Commission; (e) the United States Attorney General/Antitrust Division 

of Department of Justice; (f) counsel to the Prepetition Credit Agreement Agent; (g) counsel to 

the Ad Hoc Noteholders Committee; (h) Other Joint Interest Owners known to the Debtors; and 

(i) all entities who are known to possess or assert a lien against the Assets.  In addition, on the 

Mailing Deadline, the Debtors shall place the Sale Notice on the website of the Debtors’ claims 

and noticing agent, Kurtzman Carson Consultants, LLC. 

32. Within one (1) business day after the conclusion of the Auction, the Debtors will 

file a notice identifying the Successful Bidder(s) (the “Notice of Successful Bidder”). 

33. The Debtors submit that the proposed Sale Notice and Notice of Successful 

Bidder, and providing notice of this Motion, the Auction, and the Sale Hearing as described 

herein, complies fully with Bankruptcy Rule 2002 and the Local Rules and constitutes good and 

adequate notice of the Sale and the proceedings with respect thereto.  Therefore, the Debtors 

respectfully request that this Court approve the form of the Sale Notice and the notice procedures 

proposed above. 
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BASIS FOR RELIEF 

A. The Bid Procedures Are Fair, Appropriate, and Designed to Maximize the Value 
Received for the Assets. 

34. Bankruptcy Code section 363(b)(1) provides that “[t]he trustee, after notice and a 

hearing, may use, sell, or lease, other than in the ordinary course of business, property of the 

estate.”  11 U.S.C. § 363(b)(1).  The Debtors submit that the Bid Procedures are appropriate, 

consistent with procedures routinely approved by courts in this district, ensure that the Bidding 

Process is fair and reasonable and will yield the maximum value for their estates and creditors.  

The Bid Procedures proposed herein are designed to maximize the value received for the Assets 

by facilitating a competitive bidding process in which all potential bidders are encouraged to 

participate and submit competing bids.  The Bid Procedures provide potential bidders with 

sufficient notice and an opportunity to acquire information necessary to submit a timely and 

informed bid.  Thus, the Debtors and all parties in interest can be assured that the consideration 

for the Assets will be fair and reasonable.  At the same time, the Bid Procedures provide the 

Debtors with an adequate opportunity to consider all competing offers and to select, in their 

reasonable business judgment, and with reasonable consultation with their pre- and post-petition 

lenders and any creditors’ committee appointed in these Chapter 11 Cases, the highest and best 

offer(s) for the Assets.  Accordingly, the Debtors submit that the Court should approve the Bid 

Procedures. 

B. Approval of Entry into an Asset Purchase Agreement and the Provision of Bid 
Protections. 

35. To the extent the Debtors enter into an Asset Purchase Agreement with a Stalking 

Horse Bidder prior to the commencement of the Auction, it is appropriate to provide the Stalking 

Horse Bidder with the proposed Bid Protections.  The proposed Bid Protections are appropriate 

in these Chapter 11 Cases because the Debtors will only enter into an Asset Purchase Agreement 
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with a Stalking Horse Bidder if they believe it will maximize the ultimate sale price for the 

Assets.  Moreover, the Debtors intend to negotiate any Asset Purchase Agreement at arms’ 

length, in good faith, and in consultation with the Prepetition Credit Agreement Agent and the 

Ad Hoc Noteholders Committee.  Thus, the authorization for the Debtors to provide the Bid 

Protections to a Stalking Horse Bidder is justified, if entering into an Asset Purchase Agreement 

allows the Debtors to maximize the potential sale value of the Assets at the Auction. 

36. Courts have recognized that fees may be used to protect bidders in connection 

with a sale of assets pursuant to section 363 of the Bankruptcy Code and that such fees can be 

“important tools to encourage bidding and to maximize the value of the Debtors’ assets.”  

Official Comm. of Subordinated Bondholders v. Integrated Res., Inc. (In re Integrated Res., Inc.), 

147 B.R. 650, 659 (S.D.N.Y. 1992), appeal dismissed, 3 F.3d 49 (2d Cir. 1993). Such 

protections enable a debtor to assure a sale to a contractually-committed bidder at a price the 

debtor believes is fair and reasonable, while providing the debtor with the opportunity of 

obtaining even greater benefits for the estate through an auction process.  See In re 995 Fifth 

Ave. Assocs., L.P., 96 B.R. 24, 28 (Bankr. S.D.N.Y. 1989) (stating that bidding incentives may 

be “legitimately necessary to convince a white knight to enter the bidding by providing some 

form of compensation for the risks it is undertaking.”) (citation omitted). 

37. The Court has approved protections similar to the proposed Bid Protections as 

reasonable and consistent with the type and range of Bid Protections typically approved.  See, 

e.g., In re Cal Dive Int’l, Inc., No. 15-10458 (CSS) (Bankr. D. Del. July 7, 2015) [Docket No. 

572] (authorizing expense reimbursement); In re Old FOH Inc. (f/k/a/ Frederick’s of Hollywood, 

Inc.), No. 15-10836 (KG) (May 6, 2015) [Docket No. 120] (authorizing a termination fee and 

expense reimbursement); In re Caché Inc., No. 15-10172 (MFW) (Bankr. D. Del. Feb. 25, 2015) 
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[Docket No. 196] (authorizing expense reimbursement and breakup fee); In re Deb Stores 

Holding LLC, No. 14-12676 (KG) (Bankr. D. Del. Dec. 18, 2014) [Docket No. 159] (same); In 

re Source Home Entm’t, LLC, No. 14-11553 (KG) (Bankr. D. Del. July 1, 2014) [Docket No. 

160] (authorizing expense reimbursement); In re Coldwater Creek, Inc., No. 14-10867 (BLS) 

(Bankr. D. Del. Apr. 29, 2014) [Docket No. 266] (approving expense reimbursement and 

breakup fee); In re Brookstone Holdings Corp., No. 14-10752 (BLS) (Bankr. D. Del. Apr. 25, 

2014) [Docket No. 241] (same); In re LMI Legacy Holdings Inc. (fdba Landauer Healthcare 

Holdings), No. 13-12098 (CSS) (Bankr. D. Del. Sept. 12, 2013) [Docket No. 143] (same). 

C. Approval of the Sale is Warranted Under Section 363 of the Bankruptcy Code. 

38. Section 363(b) of the Bankruptcy Code provides that a debtor “after notice and a 

hearing, may use, sell, or lease, other than in the ordinary course of business, property of the 

estate.”  11 U.S.C. § 363(b).  A debtor must demonstrate a sound business justification for a sale 

or use of assets outside the ordinary course of business. See, e.g., In re Martin, 91 F.3d 389 (3d 

Cir. 1996) (citing In re Schipper, 933 F.2d 513 (7th Cir. 1991)); In re Chateaugay Corp., 973 

F.2d 141, 143 (2d Cir. 1992); Institutional Creditors of Cont’l Air Lines, Inc. v. Confl Air Lines, 

Inc. (In re Cont’l Air Lines, Inc.), 780 F.2d 1223, 1226 (5th Cir. 1986); Stephens Indus., Inc. v. 

McClung, 789 F.2d 386 (6th Cir. 1986); In re Lionel Corp., 722 F.2d 1063 (2d Cir. 1983). 

39. Courts typically consider the following factors in determining whether a proposed 

sale meets this standard: 

(a) whether a sound business justification exists for the sale; 

(b) whether adequate and reasonable notice of the sale was given to interested 
parties; 

(c) whether the sale will produce a fair and reasonable price for the property; 
and 

(d) whether the parties have acted in good faith. 
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In re Del. & Hudson Ry. Co., 124 B.R. 169, 176 (D. Del. 1991). 

40. The Debtors possess ample and sound business reasons for selling the Assets at 

this time. As discussed above, the Debtors have determined that the sale process will maximize 

the return to their creditors.  Furthermore, the administrative and economic costs of maintaining 

such assets for an uncertain period of time would not be in the best interest of the estates. The 

Sale (in whatever form that ultimately results) represents the highest and best use for the Assets.  

Under these circumstances, sound business reasons exist that justify the sale of the Assets 

outside of the ordinary course of business. 

41. The Debtors also meet the additional requirements necessary to approve a sale 

under section 363 of the Bankruptcy Code.  As stated herein, the Debtors will provide adequate 

notice of the Sale to interested parties, and the Debtors submit that the aforementioned notice 

procedures are reasonable and adequate under the circumstances.  In addition, the Debtors will 

continue to market the Assets up until the Bid Deadline in order to maximize the number of 

participants who may participate as buyer at the Auction. Accordingly, the Debtors are confident 

that their sale process will maximize the value to be achieved from the Sale and that the sale 

price will be fair and reasonable. 

D. The Proposed Sale Transaction Satisfies the Requirements of Bankruptcy Code 
Section 363(f) for a Sale Free and Clear. 

42. The Debtors request approval to sell the Assets free and clear of any and all liens, 

claims, interests and encumbrances (except for any assumed liabilities) in accordance with 

section 363(f) of the Bankruptcy Code. Pursuant to section 363(f), a debtor in possession may 

sell estate property “free and clear of any interest in such property of an entity other than the 

estate” if any one of the following conditions is satisfied: 

(a) applicable nonbankruptcy law permits sale of such property free and clear 
of such interest; 
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(b) such entity consents; 

(c) such interest is a lien and the price at which such property is to be sold is 
greater than the aggregate value of all liens on such property; 

(d) such interest is in bona fide dispute; or 

(e) such entity could be compelled, in a legal or equitable proceeding, to 
accept a money satisfaction of such interest. 

11 U.S.C. § 363(f); see Citicorp Homeowners Servs., Inc. v. Elliot (In re Elliot), 94 B.R. 343, 

345 (Bankr. E.D. Pa. 1988) (because section 363(f) is written in the disjunctive, a court may 

approve a “free and clear” sale even if only one of the subsections is met). 

43. Section 363(f) is supplemented by section 105(a) of the Bankruptcy Code, which 

provides that “[t]he Court may issue any order, process or judgment that is necessary or 

appropriate to carry out the provisions of the Bankruptcy Code.” 11 U.S.C. § 105(a); see In re 

Trans World Airlines, Inc., 2001 WL 1820325, at *3, 6 (Bankr. D. Del. Mar. 27, 2001); Volvo 

White Truck Corp. v. Chambersburg Beverage Inc. (In re White Motor Credit Corp.), 75 B.R. 

944, 948 (Bankr. N.D. Ohio 1987) (“Authority to conduct such sales [free and clear of claims] is 

within the court’s equitable powers when necessary to carry out the provisions of Title 11.”). 

44. The Debtors submit that the Sale will satisfy the requirements of section 363(f) of 

the Bankruptcy Code. To the extent a party objects to Sale on the basis that it does hold a lien or 

encumbrance on the Assets, the Debtors believe that any such party could be compelled to accept 

a monetary satisfaction of such claims or that such lien is in bona fide dispute. In addition, to the 

extent the Debtors discover any party may hold a lien on all, or a portion of, the Assets, the 

Debtors will provide such party with notice of, and an opportunity to object to, the Sale. Absent 

objection, each such party will be deemed to have consented to the sale of the Assets. 
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45. Accordingly, the Debtors believe that the Sale will satisfy the statutory 

prerequisites of section 363(f) of the Bankruptcy Code, and should be approved free and clear of 

all liens, claims, interests and encumbrances. 

E. The Proposed Sale Transaction Satisfies the Requirements of Bankruptcy Code 
Section 363(h) for the Interest of Any Co-Owner in Property. 

46. As described above, certain of the Assets are jointly owned by the Debtors and 

the Other Joint Interest Owners.  If the Debtors are unable to obtain the Other Joint Interest 

Owners’ consent to the Sale, the Debtors will request approval to sell the Assets free and clear of 

such Other Joint Interests in accordance with Section 363(h) of the Bankruptcy Code.  Pursuant 

to Section 363(h), a debtor in possession may sell both the estate’s interest and the interest of any 

co-owner in property in which the debtor had, at the time of the commencement of the case, an 

undivided interest as a tenant in common, joint tenant, or tenant by the entirety if: 

(a) partition in kind of such property among the estate and such co-owners is 
impracticable; 

(b) sale of the estate’s undivided interest in such property would realize 
significantly less for the estate than sale of such property free of the 
interests of such co-owners; 

(c) the benefit to the estate of a sale of such property free of the interests of 
co-owners outweighs the detriment, if any, to such co-owners; and 

(d) such property is not used in the production, transmission, or distribution, 
for sale, of electric energy or of natural or synthetic gas for heat, light, or 
power. 

11 U.S.C. § 363(h). 

47. The Debtors submit that the Sale will satisfy the requirements of Section 363(h) 

of the Bankruptcy Code.  As described above, Bankruptcy Rule 7001(3) requires an adversary 

proceeding be filed in order to approve the sale of both the interest of the estate and of a co-

owner in property pursuant to Section 363(h).  Accordingly, the Debtors intend to file an 

adversary complaint, along with a related memorandum of law, that they believe will 
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demonstrate that the Sale satisfies the statutory prerequisites of Section 363(h) of the Bankruptcy 

Code to permit a sale free and clear of the Other Joint Interests.  As described above in the 

summary of the Bid Procedures, potential bidders may, notwithstanding the pendency of the 

Adversary Proceeding, elect to submit bids for only the Debtors’ interests in the Assets. 

F. The Proposed Bidding Procedures Satisfy the Requirements of Section 363(i). 

48. The Debtors believe that the Bid Procedures appropriately allow the Other Joint 

Interest Owners to exercise their rights under section 363(i) of the Bankruptcy Code, while not 

chilling the bids of other Qualified Bidders. Pursuant to section 363(i) of the Bankruptcy Code, 

“[b]efore the consummation of a sale of property to which subsection (g) or (h) of this section 

applies, . . . a co-owner of such property . . . may purchase such property at the price at which 

such sale is to be consummated.” 11 U.S.C. §363(i).  Recognizing the consequences of 

interpreting “consummation of a sale” literally, bankruptcy courts have permitted bidding and 

auction procedures to restrict the time in which co-owners may exercise their rights under section 

363(i) of the Bankruptcy Code.  See In re Alisa Partnership, 14 B.R. 54, 55 (Bankr. D. Del. 

1981) (requiring co-owners to exercise their rights under section 363(i) of the Bankruptcy Code 

within 10 days of a public auction, and noting that “Congress could not have intended [363(i) to 

apply up through the date of consummation] and in fact did not say it.”); Prosser v. Prosser (In 

re Prosser), 2011 Bankr. LEXIS 851 at *37 (Bankr. D.V.I. Mar. 4, 2011) (upholding bidding 

procedures requiring co-owner’s section 363(i) rights to be exercised within one week of the 

auction).  As the Alisa court stated, “[a] close look at the statute reveals it does not say that at 

any time before the consummation of sale the co-owner has this right.” In re Alisa Partnership, 

14 B.R. at 55 (emphasis in original). 

49. The Bid Procedures provide, among other things, that Other Joint Interest Owners 

wishing to exercise their rights under section 363(i) of the Bankruptcy Code must submit the 
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Required Bid Documents and exercise such rights at the Auction, so as not to chill bidding. 

Without these reasonable limitations, Potential Bidders would be discouraged from participating 

in the Auction and/or submitting bids that would yield the highest and best value for the Debtors’ 

estates. This chilling effect would likely be enhanced here because any Sale may require a Court 

order in the Adversary Proceeding pursuant to section 363(h) of the Bankruptcy Code, which 

may not occur until weeks after any Sale Order is entered (if not longer). 

50. Accordingly, the Debtors are only requesting that the Court limit the time in 

which the Other Joint Interest Owners may exercise their rights under section 363(i) of the 

Bankruptcy Code, rather than their ability to do so. The Debtors submit that the Bid Procedures 

will allow the Debtors to obtain the maximum price for the assets, while still affording the 

protections of section 363(i) of the Bankruptcy Code to the Other Joint Interest Owners. 

G. A Successful Bidder Should Be Entitled to the Protections of Bankruptcy Code 
Section 363(m). 

51. Pursuant to section 363(m) of the Bankruptcy Code, a good faith purchaser is one 

who purchases assets for value, in good faith, and without notice of adverse claims.  Mark Bell 

Furniture Warehouse, Inc., v. D. M. Reid Assocs., Ltd. (In re Mark Bell Furniture Warehouse, 

Inc.), 992 F.2d 7, 8 (1st Cir. 1993); In re Willemain v. Kivitz, 764 F.2d 1019, 1023 (4th Cir. 

1985); In re Congoleum Corp., No. 03-51524, 2007 WL 1428477, *2 (Bankr. D. N.J. May 11, 

2007); Abbotts Dairies of Pa., 788 F.2d 143, 147 (3d Cir. 1986). 

52. Any agreement consummating a Sale will be negotiated at arm’s-length by 

sophisticated parties, each represented by their own advisors.  Accordingly, the Debtors request 

that the Sale Order include a provision that the Successful Bidder for the Assets is a “good faith” 

purchaser within the meaning of Bankruptcy Code section 363(m).  The Debtors believe that 
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providing any Successful Bidder with such protection will ensure that the maximum price will be 

received by the Debtors for the Assets and closing of the same will occur promptly. 

H. Assignment of Executory Contracts and Unexpired Leases Should Be Authorized. 

53. As noted above, all executory contracts and unexpired leases of the Debtors will 

be assumed as of the Plan Effective Date (subject to certain limited exceptions).  Once an 

executory contract is assumed, the trustee or debtor in possession may elect to assign such 

contract.  See In re Rickel Home Center, Inc., 209 F.3d 291, 299 (3d Cir. 2000) (“The Code 

generally favors free assignability as a means to maximize the value of the debtor’s estate.”). 

54. Section 365(f) of the Bankruptcy Code provides that the “trustee may assign an 

executory contract … only if the trustee assumes such contract … and adequate assurance of 

future performance is provided.” 11 U.S.C. § 365(f)(2).  The meaning of “adequate assurance of 

future performance” depends on the facts and circumstances of each case, but should be given a 

“practical, pragmatic construction.”  In re DBSI, Inc., 405 B.R. 698, 708 (Bankr. D. Del. 2009); 

see also In re Decora Indus., 2002 U.S. Dist. LEXIS 27031, at *23 (D. Del. May 20, 2002) 

(“[A]dequate assurance falls short of an absolute guarantee of payment.”). 

55. The Debtors request approval under Bankruptcy Code section 365 of the Debtors’ 

assignment of the Assigned Contracts in connection with the Sale.  The Debtors further request 

that the Sale Order provide that the Assigned Contracts will be transferred to, and remain in full 

force and effect for the benefit of, the Successful Bidder notwithstanding any provisions in the 

Assigned Contracts, including those described in Bankruptcy Code sections 365(b)(2) and (f)(1) 

and (f)(3) that prohibit such assignment, and notwithstanding the occurrence of the Plan 

Effective Date.  

56. To the extent necessary, the Debtors will present facts at the Sale Hearing to show 

the financial credibility, willingness and ability of the Successful Bidder to perform under the 
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Assigned Contracts.  The Sale Hearing will afford the Court and other interested parties the 

opportunity to evaluate the ability of the Successful Bidder to provide adequate assurance of 

future performance under the Assigned Contracts, as required under Bankruptcy Code section 

365(f)(2)(B).  Accordingly, the Debtors submit that implementation of the proposed Assignment 

Procedures is appropriate in these Chapter 11 Cases. 

I. Notice to Merit on Behalf of the Working Interest Owners in the Merit Units is 
Appropriate. 

57. The Debtors are not aware of any entities other than Merit with a working interest 

in the Merit Units.  The Debtors believe that only parties with working interests in the Purdy 

Unit own an interest in the Assets, but refer to the Bradley Unit in the definition of “Merit Units” 

out of an abundance of caution in the event that any interests in the Assets have been transferred 

to the working interest owners in the Bradley Unit.  Merit, as operator of the Merit Units, should 

have a list of all working interest owners in the Merit Units, their respective interests in Segment 

A, and their contact information.  Such information is currently unavailable to the Debtors, but 

the Debtors will request such information from Merit in connection with this Motion, and 

provide notices to the extent such information is received.   

58. Given that information regarding the current identity of the Other Joint Interest 

Owners in the Merit Units is unknown to the Debtors, the Debtors intend to provide notice of this 

Motion and all related notices to Merit on behalf of Merit and all Other Joint Interest Owners in 

the Merit Units.  Delivering notices, which are meant for all working interest owners in such 

unit, to the operator of a unit (rather than to all working interest owners) is common in the oil 

and gas industry.  Furthermore, the Debtors shall serve all further notices contemplated by the 

Bid Procedures Order and the Sale Order to Other Joint Interest Owners that have been identified 
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by Merit in writing.  Accordingly, the Debtors believe that the above described notice procedures 

are sufficient and adequate to provide notice to the Other Joint Interest Owners. 

 

NOTICE 

59. Notice of this Motion will be given to: (a) the Office of the U.S. Trustee; 

(b) counsel to the Prepetition Credit Agreement Agent; (c) counsel to the indenture trustee under 

the Debtors’ 9.875% senior notes due 2020; (d) counsel to the indenture trustee under the 

Debtors’ 8.25% senior notes due 2021; (e) counsel to the indenture trustee under the Debtors’ 

7.625% senior notes due 2022; (f) counsel to the Ad Hoc Committee; (g) the Other Joint Interest 

Owners known to the Debtors; (h) the Internal Revenue Service; (i) the United States Attorney 

for the District of Delaware; (j) the Attorneys General for the states of Oklahoma, Texas, and 

Kansas; (k) the Environmental Protection Agency or applicable similar state agency; (l) the 

parties included on the Debtors’ consolidated list of thirty (30) largest unsecured creditors; (m) 

those parties known by the Debtors to assert a lien on the Assets, and (n) those parties that have 

requested notice pursuant to Bankruptcy Rule 2002.  The Debtors submit that, under the 

circumstances, no other or further notice is required.   

NO PRIOR REQUEST 

60. No prior request for the relief sought herein has been made to the Court or any 

other court. 
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WHEREFORE, the Debtors respectfully request that the Court (i) enter the Bid 

Procedures Order, in substantially the form attached hereto as Exhibit A, (ii) enter the Sale 

Order, in substantially the form attached hereto and Exhibit D, and (iii) grant such other and 

further relief to the Debtors as the Court may deem proper. 

Dated: February 17, 2017 
 Wilmington, Delaware 
 

 
/s/ Brendan J. Schlauch    
Mark D. Collins (No. 2981) 
John H. Knight (No. 3848) 
Joseph C. Barsalona II (No. 6102) 
Brendan J. Schlauch (No. 6115) 
RICHARDS, LAYTON & FINGER, P.A. 
One Rodney Square 
920 North King St. 
Wilmington, Delaware 19801 
Telephone: 302-651-7700 
Fax: 302-651-7701 
Email:  collins@rlf.com 
             knight@rlf.com 
             barsalona@rlf.com 
             schlauch@rlf.com 
 
- and -   
 
Richard A. Levy 
Keith A. Simon 
David F. McElhoe 
LATHAM & WATKINS LLP 
885 Third Avenue 
New York, New York 10022-4834 
Telephone:  212-906-1200 
Fax:  212-751-4864 
Email: richard.levy@lw.com 
            keith.simon@lw.com 
            david.mcelhoe@lw.com 
                                   
Counsel for Debtors and  
Debtors in Possession 
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IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE DISTRICT OF DELAWARE 

------------------------------------------------------------
In re: 
 
CHAPARRAL ENERGY, INC., et al., 
 
     Debtors.1 
 
 
 
------------------------------------------------------------

x 
: 
: 
: 
: 
: 
: 
: 
: 
x 

 
Chapter 11 
 
Case No. 16-11144 (LSS) 
 
Jointly Administered 
 
Hearing Date: March 9, 2017 at 10:00 a.m. (ET) 
Obj. Deadline: March 2, 2017 at 4:00 p.m. (ET) 
 

NOTICE OF MOTION AND HEARING 

PLEASE TAKE NOTICE that, on February 17, 2017, the above-captioned debtors and 

debtors in possession (collectively, the “Debtors”) filed the Debtors’ Motion for Entry of 

Orders (I) Establishing Bidding and Sale Procedures; (II) Approving the Sale of Assets; and 

(III) Granting Related Relief (the “Motion”) with the United States Bankruptcy Court for the 

District of Delaware (the “Bankruptcy Court”). 

PLEASE TAKE FURTHER NOTICE that any responses or objections to the Motion must 

be in writing, filed with the Clerk of the Bankruptcy Court, 824 North Market Street, 3rd Floor, 

Wilmington, Delaware 19801, and served upon and received by the undersigned counsel for the 

Debtors on or before March 2, 2017 at 4:00 p.m. (ET). 

PLEASE TAKE FURTHER NOTICE that if any objections to the Motion are received, the 

Motion and such objections shall be considered at a hearing before The Honorable Laurie Selber 

Silverstein, United States Bankruptcy Judge for the District of Delaware, at the Bankruptcy Court, 

                                                 
1 The Debtors in these cases, along with the last four digits (or five digits, in cases in which multiple Debtors 
have the same last four digits) of each Debtor’s federal tax identification number, are: CEI Acquisition, L.L.C. (1817); 
CEI Pipeline, L.L.C. (6877); Chaparral Biofuels, L.L.C. (1066); Chaparral CO2, L.L.C. (1656); Chaparral Energy, Inc. 
(90941); Chaparral Energy, L.L.C. (20941); Chaparral Exploration, L.L.C. (1968); Chaparral Real Estate, L.L.C. 
(1655); Chaparral Resources, L.L.C. (1710); Green Country Supply, Inc. (2723); and Roadrunner Drilling, L.L.C. 
(2399).  The Debtors’ address is 701 Cedar Lake Blvd., Oklahoma City, OK 73114. 
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824 North Market Street, 6th Floor, Courtroom 2, Wilmington, Delaware 19801 on March 9, 2017 

at 10:00 a.m. (ET). 

PLEASE TAKE FURTHER NOTICE THAT IF NO OBJECTIONS TO THE 

MOTION ARE TIMELY FILED, SERVED AND RECEIVED IN ACCORDANCE WITH 

THIS NOTICE, THE BANKRUPTCY COURT MAY GRANT THE RELIEF REQUESTED 

IN THE MOTION WITHOUT FURTHER NOTICE OR HEARING. 

Dated: February 17, 2017 
 Wilmington, Delaware 
 

 
/s/ Brendan J. Schlauch    
Mark D. Collins (No. 2981) 
John H. Knight (No. 3848) 
Joseph C. Barsalona II (No. 6102) 
Brendan J. Schlauch (No. 6115) 
RICHARDS, LAYTON & FINGER, P.A. 
One Rodney Square 
920 North King St. 
Wilmington, Delaware 19801 
Telephone: 302-651-7700 
Fax: 302-651-7701 
Email: collins@rlf.com 
             knight@rlf.com 
             barsalona@rlf.com 
             schlauch@rlf.com 
 
- and -   
 
Richard A. Levy 
Keith A. Simon 
David F. McElhoe 
LATHAM & WATKINS LLP 
885 Third Avenue 
New York, New York 10022-4834 
Telephone:  212-906-1200 
Fax:  212-751-4864 
Email:  richard.levy@lw.com 
            keith.simon@lw.com 
            david.mcelhoe@lw.com 
                                   
 
Counsel for Debtors and  
Debtors in Possession 
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EXHIBIT A 

BID PROCEDURES ORDER 
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IN THE UNITED STATES BANKRUPTCY COURT  
FOR THE DISTRICT OF DELAWARE 

--------------------------------------------------------
In re: 
 
CHAPARRAL ENERGY, INC., et al., 
 
     Debtors.12 
 
--------------------------------------------------------

x 
: 
: 
: 
: 
: 
: 
x 

 
Chapter 11 
 
Case No. 16-11144 (LSS) 
 
Jointly Administered 
 

ORDER (A) AUTHORIZING AND APPROVING BID PROCEDURES TO BE 
EMPLOYED IN CONNECTION WITH THE SALE OF CERTAIN ASSETS OF THE 
DEBTORS AND OTHER CO-OWNERS; (B) ESTABLISHING PROCEDURES FOR 
APPROVAL OF CERTAIN BID PROTECTIONS; (C) SCHEDULING AN AUCTION 

AND SALE HEARING; (D) AUTHORIZING AND APPROVING ASSIGNMENT 
PROCEDURES; (E) APPROVING THE MANNER AND FORM OF NOTICE OF THE 

AUCTION, SALE HEARING, AND ASSIGNMENT PROCEDURES; AND (F) 
GRANTING RELATED RELIEF 

THIS MATTER having come before the United States Bankruptcy Court for the District 

of Delaware (the “Court”) upon the motion (the “Motion”)13 filed by the above-captioned 

debtors and debtors in possession (collectively, the “Debtors”) for entry of (i) an order (a) 

authorizing and approving bid procedures set forth in Annex 1 hereto (the “Bid Procedures”) to 

be employed in connection with a potential sale (the “Sale”) of that certain pipeline and other 

assets described in greater detail in Exhibit F attached to the Motion (such pipeline and related 

assets, collectively, the “Assets” or the “Pipeline”); (b) authorizing the Debtors to enter into one 

or more asset purchase agreements (any such agreement, an “Asset Purchase Agreement”) with 

one or more potential “stalking horse” bidders (each, a “Stalking Horse Bidder”) and 

                                                 
12 The Debtors in these cases, along with the last four digits (or five digits, in cases in which multiple Debtors 
have the same last four digits) of each Debtor’s federal tax identification number, are: CEI Acquisition, L.L.C. 
(1817); CEI Pipeline, L.L.C. (6877); Chaparral Biofuels, L.L.C (1066); Chaparral CO2, L.L.C. (1656); Chaparral 
Energy, Inc. (90941); Chaparral Energy, L.L.C. (20941); Chaparral Exploration, L.L.C. (1968); Chaparral Real 
Estate, L.L.C. (1655); Chaparral Resources, L.L.C. (1710); Green Country Supply, Inc. (2723); and Roadrunner 
Drilling, L.L.C. (2399). The Debtor’s address is 701 Cedar Lake Blvd., Oklahoma City, OK 73114. 
13 Capitalized terms used but not otherwise defined herein have the meaning set forth in the Motion. 
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establishing procedures to provide certain Bid Protections to any Stalking Horse Bidder in 

connection therewith, (c) scheduling an auction (the “Auction”) and a hearing (the “Sale 

Hearing”) to consider approval of the Sale: (d) authorizing and approving procedures (the 

“Assignment Procedures”) to be employed in connection with the identification and assignment 

of certain executory contracts and unexpired leases (collectively, the “Assigned Contracts”); (e) 

approving the manner and form of notice of the Auction, the Sale Hearing, and the Assignment 

Procedures, substantially in the forms attached to the Motion as Exhibit B (the “Sale Notice”) 

and Exhibit C (the “Assignment Notice”); and (f) granting related relief, and (ii) an order (the 

“Sale Order”), substantially in the form attached to the Motion as Exhibit D, approving the Sale 

free and clear of all liens, claims, encumbrances and interests and the assignment of the Assigned 

Contracts; and it appearing that the Court has jurisdiction over this matter; and it appearing that 

due notice of the Motion as set forth therein is sufficient under the circumstances, and that no 

other or further notice need be provided; and it further appearing that the relief requested in the 

Motion is in the best interests of the Debtors and their estates and creditors; and upon all of the 

proceedings had before the Court; and after due deliberation and sufficient cause appearing 

therefor, 

NOW, THEREFORE, THE COURT HEREBY FINDS AND CONCLUDES THAT:14 

A. The Court has jurisdiction to consider the Motion pursuant to 28 U.S.C. §§ 157 

and 1334.  Venue of these Chapter 11 Cases and the Motion in this district is proper pursuant to 

28 U.S.C. §§ 1408 and 1409.  This proceeding on the Motion is a core proceeding pursuant to 28 

U.S.C. § 157(b). 

                                                 
14 Findings of fact shall be construed as conclusions of law, and conclusions of law shall be construed as 
findings of fact, as appropriate, pursuant to Bankruptcy Rule 7052. 
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B. The statutory predicates for the relief sought in the Motion are sections 105(a), 

363, 365, 503, and 507 of the Code, Bankruptcy Rules 2002, 6004, 6006, and 9014, and Local 

Rule 6004-1. 

C. The Debtors have articulated good and sufficient business justification for the 

Court to approve the Bid Procedures and the Assignment Procedures, and each set of procedures 

is reasonable and appropriate under the circumstances. 

D. The Debtors have provided good and sufficient notice of the relief sought in the 

Motion, and no other or further notice of the Motion need be effectuated except as expressly set 

forth herein with respect to the Auction and the Sale Hearing.  Subject to the immediately 

preceding sentence, a reasonable opportunity to object or to be heard regarding the relief 

requested in the Motion was afforded to all interested persons and entities. 

E. Under the circumstances, the Bid Procedures are reasonably designed to 

maximize the value to be achieved for the Assets, and the Bid Procedures constitute a 

reasonable, sufficient, adequate, and proper means to provide any potential competing bidders 

with an opportunity to submit and pursue higher and better offers for the Assets. 

F. In the event the Debtors determine to provide Bid Protections, including a Break-

Up Fee and an Expense Reimbursement, within three (3) calendar days after execution of an 

Asset Purchase Agreement with a Stalking Horse Bidder, the Debtors shall serve notice of the 

proposed Bid Protections on the Notice Parties.  The notice shall include the amount of any 

Break-Up Fee and Expense Reimbursement, provided that (i) the aggregate amount of the Bid 

Protections shall not exceed three percent (3%) of the cash portion of the purchase price and (ii) 

such Bid Protections shall be payable and paid solely and exclusively from the aggregate cash 

proceeds of the closing of an alternative sale transaction (if any).  The Debtors shall request the 
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Court to set a hearing to approve the Bid Protections no earlier than seven (7) calendar days after 

the execution of an Asset Purchase Agreement with a Stalking Horse Bidder.  The Debtors shall 

file and serve notice of such hearing on all Notice Parties. 

G. The entry of this Order approving the relief requested by the Motion is in the best 

interests of the Debtors’ estates and their creditors.   

H. The form and manner of each of the notices approved herein are appropriate and 

reasonably calculated to provide interested parties with timely and proper notice of the Bid 

Procedures, the Assignment Procedures, the Auction, and the Sale Hearing under the 

circumstances. 

I. The Assignment Notice is reasonably calculated to provide all counterparties to 

the Assigned Contracts with proper notice of the potential assignment, transfer, and/or sale of 

their executory contracts or unexpired leases and the Assignment Procedures.  The assumption 

and cure procedures set forth in Article VI.B of the Plan were sufficient to provide notice to all 

counterparties to the Assigned Contracts of any cure amounts relating thereto. 

NOW, THEREFORE, IT IS HEREBY ORDERED, ADJUDGED, AND DECREED 

THAT: 

1. The Motion is GRANTED as set forth herein. 

2. All objections to the entry of the Bid Procedures Order not otherwise withdrawn, 

waived or settled, and all reservations of rights included therein, hereby are overruled and denied 

on the merits. 

3. The Bid Procedures are hereby approved and shall govern the bidding and the 

Auction with respect to the Sale of the Assets, and are incorporated herein by reference. 
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4. The Debtors may proceed with the Sale of the Assets in accordance with the Bid 

Procedures and are authorized to take any and all actions necessary or appropriate to implement 

the Bid Procedures.  The timeline relating to the Bid Procedures and sale process attached hereto 

as Annex 2 is approved, and may be modified by the Debtors as set forth in the Bid Procedures 

or this Order. 

5. Each Qualified Bidder participating at the Auction will be required to confirm that 

it has not engaged in any collusion with respect to the bidding or the Sale.  All Qualified Bidders 

at the Auction shall be deemed to have consented to the core jurisdiction of the Court and waived 

any right to a jury trial in connection with any disputes relating to the Auction. 

6. The Bid Procedures satisfy the requirements of section 363(i) of the Bankruptcy 

Code.  The Other Joint Interest Owners may only exercise their rights arising under or in 

connection with section 363(i) of the Code in accordance with the Bid Procedures. 

7. The Sale Hearing shall be held on [_____], 2017 at [_:00 _.m.] before the 

Honorable Laurie Selber Silverstein, United States Bankruptcy Judge, in the United States 

Bankruptcy Court for the District of Delaware, 824 North Market St, 6th Floor, Courtroom 2, 

Wilmington, Delaware 19801.  The Sale Hearing may be adjourned from time to time as 

permitted by the Bid Procedures without further notice other than an announcement by the 

Debtors in the Court of such adjournment on the date scheduled for the Sale Hearing. 

8. The form of Sale Notice substantially in the form annexed to the Motion as 

Exhibit B is hereby approved. The Debtors shall serve (by first class mail, postage prepaid) 

within two (2) business days after entry of this Bid Procedures Order (the “Mailing Deadline”), 

the Sale Notice upon the following parties: (a) the Office of the United States Trustee for the 

District of Delaware; (b) the applicable state and local taxing authorities; (c) the Internal 
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Revenue Service; (d) the Securities and Exchange Commission; (e) the United States Attorney 

General/Antitrust Division of Department of Justice; (f) once identified in writing by a Potential 

Bidder, to each of the applicable non-Debtor counterparties to the potential Assigned Contracts; 

(g) counsel to the Prepetition Credit Agreement Agent; (h) counsel to the Ad Hoc Noteholders 

Committee, (i) the Other Joint Interest Owners known to the Debtors, and (j) all entities who are 

known to possess or assert a lien against the Assets (collectively, the “Notice Parties”).  In 

addition, on the Mailing Deadline, the Debtors shall place the Sale Notice on the website of the 

Debtors’ claims and noticing agent, Kurtzman Carson Consultants, LLC.  

9. Notice as set forth in the preceding paragraph shall constitute good and sufficient 

notice of the Motion as it relates to the Debtors’ request for entry of the Sale Order, the Auction, 

and the Sale Hearing, and no other or further notice of the Motion, the Auction, and/or the Sale 

Hearing shall be necessary or required. 

10. Responses or objections, if any, to the entry of the Sale Order shall be filed with 

this Court and served, so as to be actually received no later than [______], 2017 at 4:00 p.m. 

(prevailing Eastern time) (the “Sale Objection Deadline”) on: (a) counsel to the Debtors, 

Latham & Watkins LLP, 885 Third Avenue, New York, New York 10022 (Attn: David F. 

McElhoe (david.mcelhoe@lw.com)), and Richards, Layton & Finger, P.A., One Rodney Square 

920 North King Street, Wilmington, Delaware 19801 (Attn: John H. Knight (knight@rlf.com) 

and Joseph C. Barsalona II (barsalona@rlf.com)); (b) counsel to the Prepetition Credit 

Agreement Agent, Vinson & Elkins LLP, Trammell Crow Center, 2001 Ross Avenue, Suite 

3700, Dallas, Texas 75201 (Attn: Bill Wallander (bwallander@velaw.com)); (c) counsel to the 

Ad Hoc Noteholders Committee, Milbank, Tweed, Hadley & McCloy LLP, 28 Liberty Street, 

New York, New York 10005 (Attn: Evan Fleck (EFleck@milbank.com)); and (d) the Office of 
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the United States Trustee for the District of Delaware, J. Caleb Boggs Federal Building, Suite 

2207, Wilmington, DE 19801 (Attn:  David L. Buchbinder (david.l.buchbinder@usdoj.gov) and 

Natalie M. Cox (natalie.cox@usdoj.gov)) (collectively, the “Notice Parties”).  The deadline to 

file responses or objections to the Debtors’ satisfaction of section 363(h) of the Bankruptcy Code 

shall be set by further order of the Court and notice thereof shall be provided promptly to the 

Notice Parties. 

11. The failure of any person or entity to file an objection on or before the Sale 

Objection Deadline shall be deemed a consent to the Sale of the Assets to the Successful Bidder 

and the other relief requested in the Motion, and be a bar to the assertion, at the Sale Hearing or 

thereafter, of any objection to the Motion, the Auction, the sale of Assets, the Debtors’ 

consummation and performance of an asset purchase agreement with the Successful Bidder 

(including, without limitation, the transfer of the Assets purchased at the Sale free and clear of all 

liens, claims, encumbrances and interests); provided that nothing in this Order shall limit or 

impair the rights and objections of any party under or pursuant to Section 363(h) or Section 363 

(j) of the Bankruptcy Code, and all such rights and objections are reserved. 

12. The Debtors are authorized and empowered to take such steps, incur and pay such 

costs and expenses, and do such things as may be reasonably necessary to fulfill the notice 

requirements established by this Bid Procedures Order.   

13. The following Assignment Procedures shall govern the assignment of the 

Assigned Contracts in connection with the Sale of Assets to the Successful Bidder: 

 If a Qualified Bidder identifies any executory contract or unexpired lease 
to be assigned to it as part of its Qualified Bid, then the Debtors shall, 
within two (2) business days thereof, file with the Court a list identifying 
such contracts and leases and provide the relevant contract counterparties 
with a copy of the Assignment Notice and Sale Notice. 
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 The Assignment Notice shall specifically state that the Debtors may be 
seeking the assignment of the Assigned Contracts and shall notify the 
relevant contract counterparties of the deadline for objecting to the ability 
of the Qualified Bidder to provide adequate assurance of future 
performance, which objection deadline shall be fourteen (14) calendar 
days following delivery of the Assignment Notice (the “Adequate 
Assurance Objection Deadline”). 

 If at any time after the entry of the Bidding Procedures Order the Debtors 
or any Qualified Bidder identify additional executory contracts and/or 
unexpired leases to be assigned as Assigned Contracts, the Debtors shall 
serve a supplemental assignment notice by facsimile, electronic 
transmission, hand delivery or overnight mail on the relevant contract 
counterparty to each supplemental Assigned Contract (and its attorney, if 
known) by no later than ten (10) days before the proposed effective date 
of the assignment.  Each such notice shall set forth the following 
information: (i) the name and address of the contract counterparty, (ii) 
notice of the proposed effective date of the assignment (subject to the 
right of the Debtors and Successful Bidder to withdraw such request for 
assignment), (iii) identification of the Assigned Contract, and (iv) the 
deadlines by which any such contract counterparty must file an objection 
to the proposed assignment of any Assigned Contract (each a 
“Supplemental Assignment Notice”) 

 Such objection to adequate assurance of future performance must be filed 
with the Court and served on the Notice Parties so as to be received no 
later than the Adequate Assurance Objection Deadline.  Failure to file and 
serve an objection in accordance with this paragraph will forever bar the 
non-debtor counterparty from objecting to the provision of adequate 
assurance of future performance and the non-debtor counterparty will be 
deemed to have consented to the assignment, transfer, and/or sale of such 
Assigned Contract. 

14. The form of notice of the Assignment Procedures, substantially in the form 

annexed to the Motion as Exhibit C, is hereby approved in all respects. 

15. After the Plan Effective Date, the Reorganized Debtors shall have the same rights 

as the Debtors as set forth in this Order, and shall be authorized to take any actions necessary to 

carry out the provisions of the Motion and this Order, including, without limitation, any action 

that the Debtors are authorized to take pursuant to the Motion and this Order. 
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16. The rights and defenses of the Debtors and any other party in interest, including 

the Other Joint Interest Owners, with respect to any assertion that any liens, claims, and 

encumbrances will attach to the proceeds of the Sale are hereby preserved. 

17. Notwithstanding the applicability of any of Bankruptcy Rules 6004(h), 6006(d), 

7062, 9014, or any other provisions of the Bankruptcy Rules or the Local Rules stating the 

contrary, the terms and conditions of this Order shall be immediately effective and enforceable 

upon its entry, and any applicable stay of the effectiveness and enforceability of this Order is 

hereby waived. 

18. The Debtors are hereby authorized to take such actions and to execute such 

documents as may be necessary to implement the relief granted by this Order. 

19. To the extent the provisions of this Order are inconsistent with the provisions of 

any Exhibit referenced herein or with the Motion, the provisions of this Order shall control and 

govern. 

20. Pursuant to sections 105(a) of the Bankruptcy Code, and notwithstanding the 

entry of the Confirmation Order or the occurrence of the Plan Effective Date, the Court shall 

retain exclusive jurisdiction over all matters arising out of, in connection with, and related to, this 

Order, the Sale Order, the Adversary Proceeding, any Sale (whether the Sale is for the Assets or 

some portion thereof), or any agreements, transactions, or procedures contemplated thereby. 
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21. All persons and entities that participate in the bidding process or the Auction shall 

be deemed to have knowingly and voluntarily submitted to the exclusive jurisdiction of this 

Bankruptcy Court with respect to all matters related to the terms and conditions of the transfer of 

Assets, the Auction, and any Sale. 

Dated:     , 2017 
             Wilmington, Delaware 

  
THE HONORABLE LAURIE SELBER SILVERSTEIN 
UNITED STATES BANKRUPTCY JUDGE 
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ANNEX 1 

BID PROCEDURES 
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ANNEX 2 

Proposed Timeline of Asset Sale Process 

Milestone Date 

Deadline for Interested Parties to Provide 
Materials to Debtors 

[March 13], 2017 

Bid Deadline – Deadline for Bids, Designation of 
Assigned Contracts, and Deposits 

[March 21], 2017 

Auction (if necessary) [March 28], 2017 

Sale Objection Deadline [April 3], 2017 

Deadline to File a Successful Bidder Objection [April 3], 2017 

Sale Hearing TBD  

Sale Closing TBD  

End Date [July 31], 2017 
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EXHIBIT B 

SALE NOTICE 
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IN THE UNITED STATES BANKRUPTCY COURT  
FOR THE DISTRICT OF DELAWARE 

--------------------------------------------------------
In re: 
 
CHAPARRAL ENERGY, INC., et al., 
 
     Debtors.15 
 
--------------------------------------------------------

x 
: 
: 
: 
: 
: 
: 
x 

 
Chapter 11 
 
Case No. 16-11144 (LSS) 
 
Jointly Administered 
 

NOTICE OF (I) PROPOSED SALE OF CERTAIN ASSETS OF THE DEBTORS FREE 
AND CLEAR OF LIENS, CLAIMS, ENCUMBRANCES, AND INTERESTS; 

(II) AUCTION; AND (III) SALE HEARING RELATED THERETO 

PLEASE TAKE NOTICE OF THE FOLLOWING: 

(1) On May 9, 2016 (the “Petition Date”), the above-captioned debtors and debtors 
in possession (collectively, the “Debtors”) filed voluntary petitions under chapter 11 of title 11 
of the United States Code (the “Bankruptcy Code”) in the United States Bankruptcy Court for 
the District of Delaware (the “Court”).  On February 17, 2017, the Debtors filed with the Court a 
motion [Docket No. [__]] (the “Sale Motion”)16 seeking, among other things, (a) authority to 
sell the Velma Pipeline, a pipeline that runs from Garfield County, Oklahoma to Stephens 
County, Oklahoma (such pipeline and related assets, collectively, the “Assets” or the “Pipeline”) 
free and clear of all liens, claims, encumbrances, and interests (the “Sale”); (b) approval of 
certain procedures (the “Bid Procedures”) for the solicitation of bids with respect to the Sale 
(the “Bid Procedures Relief”); (c) approval of certain procedures (the “Assignment 
Procedures”) in connection with the identification and assignment of certain contracts and 
leases in connection with the Sale; and (d) scheduling of a final hearing with the Court for 
approval of the Sale (the “Sale Hearing”). 

(2) A hearing on the Bid Procedures Relief was held before the Court on [March 9], 
2017, and thereafter the Court entered an order, among other things, approving the Bid 
Procedures Relief [Docket No. [_] (the “Bid Procedures Order”).  A copy of the Bid 
Procedures Order is attached hereto as Exhibit 1.  The Bid Procedures Order establishes the Bid 
Procedures that govern the manner in which the Assets are to be sold.  All bids (including bids 
from any Other Joint Interest Owner who desires or seeks to exercise its rights under section 
363(i) of the Bankruptcy Code) must comply with the Bid Procedures and be submitted so as to 
be received not later than 4:00 p.m. (prevailing Eastern time) on [March 21], 2017. 

                                                 
15 The Debtors in these cases, along with the last four digits (or five digits, in cases in which multiple Debtors 
have the same last four digits) of each Debtor’s federal tax identification number, are: CEI Acquisition, L.L.C. 
(1817); CEI Pipeline, L.L.C. (6877); Chaparral Biofuels, L.L.C (1066); Chaparral CO2, L.L.C. (1656); Chaparral 
Energy, Inc. (90941); Chaparral Energy, L.L.C. (20941); Chaparral Exploration, L.L.C. (1968); Chaparral Real 
Estate, L.L.C. (1655); Chaparral Resources, L.L.C. (1710); Green Country Supply, Inc. (2723); and Roadrunner 
Drilling, L.L.C. (2399). The Debtor’s address is 701 Cedar Lake Blvd., Oklahoma City, OK 73114. 
16  Capitalized terms used but not otherwise defined herein have the meanings ascribed to them in the Motion.  
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(3) Pursuant to the Bid Procedures, the Debtors intend to market the Assets for sale. 
Each Qualified Bidder (as defined in the Bid Procedures) shall be invited to participate in an 
auction (the “Auction”) at the offices of Latham & Watkins LLP, 811 Main Street, Houston, 
Texas 77002.  Any party interested in submitting a bid should contact the parties set forth in the 
Bid Procedures attached as Annex 1 to the Bid Procedures Order. 

(4) The Sale Hearing currently is scheduled to be conducted on , [_____], 2017 at [_:_ 
_.m.] (prevailing Eastern time) at the United States Bankruptcy Court for the District of 
Delaware, 824 North Market St, 6th Floor, Courtroom 2, Wilmington, Delaware 19801, before 
the Honorable Laurie Selber Silverstein, United States Bankruptcy Judge, to consider the 
approval of the sale of the Assets to the prevailing Qualified Bidder(s) at the Auction (the 
“Successful Bidder”).  The Debtors shall seek entry of an order approving the Sale substantially 
in the form of the order attached to the Sale Motion as Exhibit D (the “Sale Order”), with such 
changes as may be required to reflect the results of the Auction.  The Sale Hearing may be 
adjourned or rescheduled from time to time as permitted by the Bid Procedures without further 
notice other than an announcement by the Debtors in the Court of such adjournment on the date 
scheduled for the Sale Hearing. 

(5) A copy of the Bid Procedures Order and the Sale Motion (including the proposed 
Sale Order) may be obtained by (a) sending a written request to counsel to the Debtors, Latham 
& Watkins LLP, 885 Third Avenue, New York, New York 10022 (Attn: David F. McElhoe 
(david.mcelhoe@lw.com)), or (b) accessing the website of the Debtors’ claims and noticing 
agent, Kurtzman Carson Consultants, LLC, http://www.kccllc.net/chaparralenergy. 

(6) NO OBJECTION TO SUCH SALE WILL BE CONSIDERED UNLESS A 
WRITTEN RESPONSE IS FILED WITH THE CLERK OF THE UNITED STATES 
BANKRUPTCY COURT BY THE OBJECTION DEADLINES (AS DEFINED BELOW). 

OBJECTIONS TO THE RELIEF REQUESTED IN THE SALE MOTION, INCLUDING 
THE DEBTORS’ REQUEST TO APPROVE THE SALE OF THE ASSETS FREE AND 
CLEAR OF ALL LIENS, CLAIMS, ENCUMBRANCES, AND INTERESTS TO THE 
SUCCESSFUL BIDDER (EACH, A “SALE OBJECTION”), MUST BE MADE IN 
WRITING, FILED, AND SERVED SO AS TO BE ACTUALLY RECEIVED BY 4:00 
P.M. (PREVAILING EASTERN TIME) ON [_____], 2017. OBJECTIONS RELATED 
SOLELY TO THE DEBTORS’ SELECTION OF THE SUCCESSFUL BIDDER OR THE 
SUCCESSFUL BIDDERS’ PROVISION OF ADEQUATE ASSURANCE OF FUTURE 
PERFORMANCE UNDER ANY ASSIGNED CONTRACT (EACH, A “SUCCESSFUL 
BIDDER OBJECTION” AND, TOGETHER WITH THE SALE OBJECTIONS, AN 
“OBJECTION”) MUST BE MADE IN WRITING, FILED, AND SERVED SO AS TO BE 
ACTUALLY RECEIVED BY 4:00 P.M. (PREVAILING EASTERN TIME) ON [______], 
2017 (COLLECTIVELY, THE “OBJECTION DEADLINES”). 

IF NO OBJECTION IS TIMELY FILED, THE RELIEF REQUESTED SHALL BE 
DEEMED TO BE UNOPPOSED, AND THE COURT MAY ENTER AN ORDER 
GRANTING THE RELIEF SOUGHT OR THE NOTICED ACTION MAY BE TAKEN. 

Case 16-11144-LSS    Doc 846-3    Filed 02/17/17    Page 3 of 6



 

3 
 
US-DOCS\79721431.15 

NOTWITHSTANDING THE FOREGOING, THE DEADLINE TO FILE 
RESPONSES OR OBJECTIONS SOLELY TO THE DEBTORS’ SATISFACTION OF 
SECTION 363(H) OF THE BANKRUPTCY CODE SHALL BE SET BY FURTHER 
ORDER OF THE COURT AND NOTICE THEREOF SHALL BE PROVIDED 
PROMPTLY TO THE APPLICABLE PARTIES IN INTEREST. 

 
(7) ANY OBJECTION MUST BE SERVED ON EACH OF THE FOLLOWING 

PARTIES: (a) counsel to the Debtors, Latham & Watkins LLP, 885 Third Avenue, New York, 
New York 10022 (Attn: David F. McElhoe (david.mcelhoe@lw.com)), and Richards, Layton & 
Finger, P.A., One Rodney Square 920 North King Street, Wilmington, Delaware 19801 (Attn: 
John H. Knight (knight@rlf.com) and Joseph C. Barsalona II (barsalona@rlf.com)); (b) counsel 
to the Prepetition Credit Agreement Agent, Vinson & Elkins LLP, Trammell Crow Center, 2001 
Ross Avenue, Suite 3700, Dallas, Texas 75201 (Attn: Bill Wallander (bwallander@velaw.com)); 
(c) counsel to the Ad Hoc Noteholders Committee, Milbank, Tweed, Hadley & McCloy LLP, 28 
Liberty Street, New York, New York 10005 (Attn: Evan Fleck (EFleck@milbank.com)); and 
(d) the Office of the United States Trustee for the District of Delaware, J. Caleb Boggs Federal 
Building, Suite 2207, Wilmington, DE 19801 (Attn:  David L. Buchbinder 
(david.l.buchbinder@usdoj.gov) and Natalie M. Cox (natalie.cox@usdoj.gov)) 

(8) The Bid Procedures Order approves the Assignment Procedures, which set forth 
the manner in which the Debtors will identify the Assigned Contracts (as defined in the Sale 
Motion) and procedures to be followed by any party that wishes to object to the proposed 
assignment of any Assigned Contract. 

(9) The failure of any person or entity to file an objection on or before the applicable 
Objection Deadline shall be deemed a consent to the Sale of the Assets to the Successful Bidder 
and the other relief requested in the Sale Motion, and be a bar to the assertion, at the Sale 
Hearing or thereafter, of any objection to the Sale Motion, the Auction, the sale of Assets, the 
Debtors’ consummation and performance of an asset purchase agreement with the Successful 
Bidder (including, without limitation, the transfer of the Assets purchased at the Sale free and 
clear of all liens, claims, encumbrances and interests); provided that nothing in this notice shall 
limit or impair the rights and objections of any party under or pursuant to Section 363(h) or 
Section 363(j) of the Bankruptcy Code. 

(10) This notice is subject to the full terms and conditions of the Sale Motion, the Bid 
Procedures Order, and the Bid Procedures, which shall control in the event of any conflict.  The 
Parties in interest should review such documents in their entirety and consult an attorney if they 
have questions or want legal advice. 
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Dated: February [_], 2017 
 
RICHARDS, LAYTON & FINGER, P.A. 

 
John H. Knight (No. 3848) 
Mark D. Collins (No. 2981) 
RICHARDS, LAYTON & FINGER, P.A. 
One Rodney Square 
920 North King St. 
Wilmington, Delaware 19801 
Telephone: 302-651-7700 
Fax: 302-651-7701 
E-mail: collins@rlf.com 
             knight@rlf.com 
 
LATHAM & WATKINS LLP 
 
Richard A. Levy 
Keith A. Simon 
David F. McElhoe 
LATHAM & WATKINS LLP 
885 Third Avenue 
New York, New York 10022-4834 
Telephone:  212-906-1200 
Fax:  212-751-4864 
Email: richard.levy@lw.com 
            keith.simon@lw.com 
            david.mcelhoe@lw.com 
 
 
COUNSEL FOR DEBTORS AND DEBTORS IN POSSESSION 
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SCHEDULE 1 

Bid Procedures Order
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EXHIBIT C 

Assignment Notice 
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IN THE UNITED STATES BANKRUPTCY COURT  
FOR THE DISTRICT OF DELAWARE 

--------------------------------------------------------
In re: 
 
CHAPARRAL ENERGY, INC., et al., 
 
     Debtors.1 
 
--------------------------------------------------------

x 
: 
: 
: 
: 
: 
: 
x 

 
Chapter 11 
 
Case No. 16-11144 (LSS) 
 
Jointly Administered 
 

NOTICE OF DEBTORS’ REQUEST FOR AUTHORITY TO ASSIGN CERTAIN 
EXECUTORY CONTRACTS AND UNEXPIRED LEASES 

PLEASE TAKE NOTICE THAT on May 9, 2016, the above-captioned debtors and 
debtors in possession (collectively, the “Debtors”) filed voluntary petitions for relief under 
chapter 11 of the Bankruptcy Code in the United States Bankruptcy Court for the District of 
Delaware (the “Court”). 

 
PLEASE TAKE FURTHER NOTICE THAT on February 17, 2017, the Debtors filed 

with the Court a motion [Docket No. [__]] (the “Sale Motion”)2 seeking, among other things, (a) 
authority to sell the Velma Pipeline, a pipeline that runs from Garfield County, Oklahoma to 
Stephens County, Oklahoma (such pipeline and related assets, collectively, the “Assets” or the 
“Pipeline”) free and clear of all liens, claims, encumbrances, and interests (the “Sale”); (b) 
approval of certain procedures (the “Bid Procedures”) for the solicitation of bids with respect to 
the Sale (the “Bid Procedures Relief”); (c) approval of certain procedures (the “Assignment 
Procedures”) in connection with the identification and assignment of certain contracts and 
leases in connection with the Sale; and (d) scheduling of a final hearing with the Court for 
approval of the Sale (the “Sale Hearing”). 

PLEASE TAKE FURTHER NOTICE THAT on [______], 2017, the Court entered 
an order [Docket No. [_]] (the “Bidding Procedures Order”) granting certain of the relief 
sought in the Motion, including, among other things authorizing and approving: (a) the 
bidding procedures for the Sale of the Assets (the “Bidding Procedures”); (b) the Debtors’ 
entry into one or more asset purchase agreements (any such agreement, an “Asset Purchase 
Agreement”) with one or more potential “stalking horse” bidders (each, a “Stalking Horse 
Bidder”) and to provide certain bid protections (the “Bid Protections”) to any Stalking 
Horse Bidder in connection therewith; and (c) procedures (the “Assignment Procedures”) 

                                                 
1 The Debtors in these cases, along with the last four digits (or five digits, in cases in which multiple Debtors 
have the same last four digits) of each Debtor’s federal tax identification number, are: CEI Acquisition, L.L.C. 
(1817); CEI Pipeline, L.L.C. (6877); Chaparral Biofuels, L.L.C (1066); Chaparral CO2, L.L.C. (1656); Chaparral 
Energy, Inc. (90941); Chaparral Energy, L.L.C. (20941); Chaparral Exploration, L.L.C. (1968); Chaparral Real 
Estate, L.L.C. (1655); Chaparral Resources, L.L.C. (1710); Green Country Supply, Inc. (2723); and Roadrunner 
Drilling, L.L.C. (2399).  The Debtor’s address is 701 Cedar Lake Blvd., Oklahoma City, OK 73114. 
2  Capitalized terms used but not otherwise defined herein have the meanings ascribed to them in the Motion.  
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to be employed in connection with the identification and assignment of  the Assigned 
Contracts in connection with the Sale; and (d) granting certain related relief.   

PLEASE TAKE FURTHER NOTICE THAT a hearing to consider approval of the 
Assets to the Successful Bidder (the “Sale Hearing”) is presently scheduled to take place on 
[______], 2017 at [_]: [_].m. (Prevailing Eastern Time) (or such later date as determined 
in accordance with the Bidding Procedures), or as soon thereafter as counsel may be heard, 
before the Honorable Laurie Selber Silverstein, United States Bankruptcy Court, 824 North 
Market Street, 6th Floor, Courtroom No. 2, Wilmington, DE 19801.  The Sale Hearing may be 
adjourned from time to time without further notice to creditors or parties in interest other than by 
announcement of the adjournment in open court on the date scheduled for the Sale Hearing. 

 
OBTAINING ADDITIONAL INFORMATION 

A copy of the Motion, the Asset Purchase Agreement, the Bidding Procedures Order, the 
Bidding Procedures and any other related documents may be obtained by (a) sending a written 
request to counsel to the Debtors, Latham & Watkins LLP, 885 Third Avenue, New York, New 
York 10022 (Attn: David F. McElhoe (david.mcelhoe@lw.com)), or (b) accessing the website 
of the Debtors’ claims and noticing agent, Kurtzman Carson Consultants, LLC, 
http://www.kccllc.net/chaparralenergy. 

ASSIGNED CONTRACTS OBJECTION PROCEDURES 

PLEASE TAKE FURTHER NOTICE THAT upon the closing of the Sale of the 
Assets, the Debtors may seek to assign the Assigned Contracts set forth on Exhibit A attached 
hereto.   

 

PARTIES LISTED ON EXHIBIT A ATTACHED HERETO ARE RECEIVING 
THIS NOTICE BECAUSE POTENTIAL BIDDER(S) HAVE IDENTIFIED THEM AS A 
POTENTIAL COUNTERPARTY TO AN ASSIGNED CONTRACT.  

PLEASE TAKE FURTHER NOTICE THAT within 48 hours after [March 21], 
2017 (the “Bid Deadline”), or as soon as practicable, the Debtors shall file with the Court and 
serve by facsimile, electronic transmission, hand delivery or overnight mail on the applicable 
contract counterparty to each Assigned Contract (and its attorney, if known) a notice 
(1) identifying each Qualified Bidder; (2) stating which Assigned Contract may be assigned to 
any such Qualified Bidder; and (3) a statement as to each Qualified Bidder’s ability to provide 
adequate assurance of future performance under the applicable Assigned Contracts.   

 

PLEASE TAKE FURTHER NOTICE THAT pursuant to the Assignment Procedures, 
any objections to the assignment of any Assigned Contract (each a “Contract Objection”), 
including without limitation any objection to the provision of adequate assurance of future 
performance pursuant to section 365 of the Bankruptcy Code, must: (a) be in writing; (b) filed 
with the Court, 824 North Market Street, 3rd Floor, Wilmington, DE 19801, by no later than 
fourteen (14) calendar days following delivery of this Assignment Notice (the “Adequate 
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Assurance Objection Deadline”); (c) identify the Assigned Contract to which the objector is 
party; (d) state with specificity what the objecting party believes is required to provide adequate 
assurance of future performance; and (e) be served in accordance with the Local Rules so as to 
be received on or before the relevant objection deadline by the following (collectively, the 
“Objection Notice Parties”): (i) counsel to the Debtors, Latham & Watkins LLP, 885 Third 
Avenue, New York, New York 10022 (Attn: David F. McElhoe (david.mcelhoe@lw.com)), and 
Richards, Layton & Finger, P.A., One Rodney Square 920 North King Street, Wilmington, 
Delaware 19801 (Attn: John H. Knight (knight@rlf.com) and Joseph C. Barsalona II 
(barsalona@rlf.com)); (ii) counsel to the Prepetition Credit Agreement Agent, Vinson & Elkins 
LLP, Trammell Crow Center, 2001 Ross Avenue, Suite 3700, Dallas, Texas 75201 (Attn: Bill 
Wallander (bwallander@velaw.com)); (iii) counsel to the Ad Hoc Noteholders Committee, 
Milbank, Tweed, Hadley & McCloy LLP, 28 Liberty Street, New York, New York 10005 
(Attn: Evan Fleck (EFleck@milbank.com)); and (iv) the Office of the United States Trustee for 
the District of Delaware, J. Caleb Boggs Federal Building, Suite 2207, Wilmington, DE 19801 
(Attn:  David L. Buchbinder (david.l.buchbinder@usdoj.gov) and Natalie M. Cox 
(natalie.cox@usdoj.gov)) (collectively, the “Contract Objection Procedures”).  If a Contract 
Objection is timely filed, a hearing with respect to such objection shall be held at the Sale 
Hearing or at such later date as approved by the Court. 

PLEASE TAKE FURTHER NOTICE THAT under the terms of the Assignment 
Procedures, if at any time after the entry of the Bidding Procedures Order the Debtors or any 
Qualified Bidder identify additional executory contracts and/or unexpired leases to be assigned 
as Assigned Contracts, the Debtors shall serve a supplemental assignment notice by facsimile, 
electronic transmission, hand delivery or overnight mail on the relevant contract counterparty  to 
each supplemental Assigned Contract (and its attorney, if known) by no later than ten (10) days 
before the proposed effective date of the assignment.  Each such notice shall set forth the 
following information: (i) the name and address of the contract counterparty, (ii) notice of the 
proposed effective date of the assignment (subject to the right of the Debtors and Successful 
Bidder to withdraw such request for assignment), (iii) identification of the Assigned Contract, 
and (iv) the deadlines by which any such contract counterparty must file an objection to the 
proposed assignment of any Assigned Contract (each a “Supplemental Assignment Notice”). 

PLEASE TAKE FURTHER NOTICE THAT the Debtors previously provided notices 
of assumption and cure amounts pursuant to Article VI.A of their chapter 11 plan of 
reorganization.  See Notice of Cure Amounts in Connection with Contracts and Leases, dated as 
of February 6, 2017 [Docket No. 815]; Second Notice of Cure Amounts in Connection with 
Contracts and Leases, dated as of February 9, 2017 [Docket No. 823].  Based on the foregoing, 
contract counterparties may only object to the identity of the proposed assignee and whether 
such assignee has provided adequate assurance of future performance pursuant to section 
365(f)(2)(B) of the Bankruptcy Code. 

PLEASE TAKE FURTHER NOTICE THAT the Successful Bidder, as the case may 
be, may determine to exclude any executory contract or unexpired lease from the list of Assigned 
Contracts by no later than the Closing of the Sale.  The non-debtor party or parties to any such 
excluded contract or lease will be notified of such exclusion by written notice mailed within two 
(2) business days of such determination. 
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CONSEQUENCES OF FAILING TO TIMELY FILE AND SERVE AN OBJECTION 

PLEASE TAKE FURTHER NOTICE THAT FAILURE TO FILE AND SERVE AN 
OBJECTION IN ACCORDANCE WITH CONTRACT OBJECTION PROCEDURES WILL 
FOREVER BAR THE NON-DEBTOR CONTRACT COUNTERPARTY FROM OBJECTING 
TO THE PROVISION OF ADEQUATE ASSURANCE OF FUTURE PERFORMANCE AND 
THE NON-DEBTOR CONTRACT COUNTERPARTY WILL BE DEEMED TO HAVE 
CONSENTED TO THE ASSIGNMENT, TRANSFER, AND/OR SALE OF SUCH 
ASSIGNED CONTRACT. 

 
PLEASE TAKE FURTHER NOTICE THAT THE LISTING OF A CONTRACT OR 

LEASE ON EXHIBIT A ATTACHED HERETO SHALL NOT BE DEEMED OR 
CONSTRUED AS A LIMITATION OR WAIVER OF THE DEBTORS’ ABILITY TO 
AMEND, MODIFY OR SUPPLEMENT THIS NOTICE. 

 
PLEASE TAKE FURTHER NOTICE THAT the inclusion of any document on the list 

of Assigned Contracts shall not constitute or be deemed to be a determination or admission by 
the Debtors or the Successful Bidder that such document is, in fact, an executory contract or 
unexpired lease within the meaning of the Bankruptcy Code (all rights with respect thereto being 
expressly reserved). 

[Remainder of Page Intentionally Left Blank] 
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Dated:  [_____], 2017 
 
RICHARDS, LAYTON & FINGER, P.A. 

 
John H. Knight (No. 3848) 
Mark D. Collins (No. 2981) 
RICHARDS, LAYTON & FINGER, P.A. 
One Rodney Square 
920 North King St. 
Wilmington, Delaware 19801 
Telephone: 302-651-7700 
Fax: 302-651-7701 
E-mail: collins@rlf.com 
             knight@rlf.com 
 
LATHAM & WATKINS LLP 
 
Richard A. Levy 
Keith A. Simon 
David F. McElhoe 
LATHAM & WATKINS LLP 
885 Third Avenue 
New York, New York 10022-4834 
Telephone:  212-906-1200 
Fax:  212-751-4864 
Email: richard.levy@lw.com 
            keith.simon@lw.com 
            david.mcelhoe@lw.com 
 
 
COUNSEL FOR DEBTORS AND DEBTORS IN POSSESSION 
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SCHEDULE 1 

Bid Procedures Order 
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SCHEDULE 2 

List of Assigned Contracts 
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EXHIBIT D 

Sale Order 

(To be submitted prior to the Bid Procedures Hearing) 
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EXHIBIT E 

Form of Asset Purchase Agreement 

(To be submitted prior to the Bid Procedures Hearing)
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EXHIBIT F 

Assets
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EXHIBIT G 

Articles of Agreement
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EXHIBIT H 

Operation Agreement 
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EXHIBIT I 

CO2 Contract 

 

Case 16-11144-LSS    Doc 846-10    Filed 02/17/17    Page 1 of 16



Case 16-11144-LSS    Doc 846-10    Filed 02/17/17    Page 2 of 16



Case 16-11144-LSS    Doc 846-10    Filed 02/17/17    Page 3 of 16



Case 16-11144-LSS    Doc 846-10    Filed 02/17/17    Page 4 of 16



Case 16-11144-LSS    Doc 846-10    Filed 02/17/17    Page 5 of 16



Case 16-11144-LSS    Doc 846-10    Filed 02/17/17    Page 6 of 16



Case 16-11144-LSS    Doc 846-10    Filed 02/17/17    Page 7 of 16



Case 16-11144-LSS    Doc 846-10    Filed 02/17/17    Page 8 of 16



Case 16-11144-LSS    Doc 846-10    Filed 02/17/17    Page 9 of 16



Case 16-11144-LSS    Doc 846-10    Filed 02/17/17    Page 10 of 16



Case 16-11144-LSS    Doc 846-10    Filed 02/17/17    Page 11 of 16



Case 16-11144-LSS    Doc 846-10    Filed 02/17/17    Page 12 of 16



Case 16-11144-LSS    Doc 846-10    Filed 02/17/17    Page 13 of 16



Case 16-11144-LSS    Doc 846-10    Filed 02/17/17    Page 14 of 16



Case 16-11144-LSS    Doc 846-10    Filed 02/17/17    Page 15 of 16



Case 16-11144-LSS    Doc 846-10    Filed 02/17/17    Page 16 of 16


