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IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE EASTERN DISTRICT OF TEXAS 

SHERMAN DIVISION 
 
IN RE: §   

§ 
Continental Exploration, LLC, § CASE NO. 15-41607 

Debtor. § CHAPTER 11  
 

CHAPTER 11 TRUSTEE’S MOTION FOR ORDERS (A)(i) APPROVING BID 
PROCEDURES IN CONNECTION WITH THE PROPOSED SALE OF CERTAIN 
ASSETS OF THE DEBTOR AND (ii) SCHEDULING A HEARING TO CONSIDER 

APPROVAL OF SUCH SALE AND PRESCRIBING THE FORM AND MANNER OF 
NOTICE WITH RESPECT THERETO AND (B)(i) AUTHORIZING AND APPROVING 

THE SALE OF CERTAIN ASSETS OF THE DEBTOR FREE AND CLEAR OF ALL 
LIENS, CLAIMS AND ENCUMBRANCES (ii) AUTHORIZING THE ASSUMPTION 
AND ASSIGNMENT OF CERTAIN EXECUTORY CONTRACTS AND UNEXPIRED 

LEASES; AND (iii) GRANTING RELATED RELIEF 

TO THE HONORABLE UNITED STATES BANKRUPTCY JUDGE: 

 Jason Searcy, the Chapter 11 Trustee of Continental Exploration, LLC (the “Trustee”) in 

the above referenced bankruptcy case (the “Bankruptcy Case”) hereby files this Motion for 

Orders (A)(i) Approving Bid Procedures in Connection with the Proposed Sale of Certain Assets 

of the Debtors and (ii) Scheduling a Hearing to Consider Approval of Such Sale and Prescribing 

the Form and Manner of Notice with Respect Thereto and (B)(i) Authorizing and Approving the 

Sale of Certain Assets of the Debtors Free and Clear of all Liens, Claims and Encumbrances; (ii) 

Authorizing the Assumption and Assignment of Certain Executory Contracts and Unexpired 

Leases; and (iii) Granting Related Relief (the “Motion”), and respectfully represents as follows: 

I. Jurisdiction 

1. This Court has jurisdiction over this matter pursuant to 28 U.S.C. §§ 157 and 

1334.  This is a core proceeding pursuant to 28 U.S.C. §§ 1408 and 1409.  The statutory 

predicates for the relief sought herein are Sections 105, 363 and 365 of Chapter 11 of title 11 of 
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the United States Code (the “Bankruptcy Code”), as complemented by Rules 2002, 6004 and 

6006 of the Federal Rules of Bankruptcy Procedure (the “Bankruptcy Rules”). 

II. Preliminary Statement 

2. The Debtor is an oil and gas exploration company that claims to own over 1,000 

non-operating working and royalty interest across the United States, including in Texas, 

Oklahoma and Pennsylvania.  The Debtor operates 34 wells across southern Oklahoma and 

Texas.  Included in those 34 wells are 16 wells and the accompanying leasehold interest, mineral 

interest, equipment and other Assets (as defined in Section IV(A) herein and on Exhibit A 

attached hereto).  During the course of this Bankruptcy Case Jason Searcy was appointed as the 

chapter 11 trustee (the “Trustee”), effectively removing the Debtor’s principal, Douglas 

Harrington (“Harrington”), from control of the Debtor.   

3. Prior to the appointment of the Trustee, multiple working interest owners related 

to the Assets discovered that the Debtor, through Harrington, misappropriated millions in 

production revenue funds that are owned by working interest and royalty interest owners.  It was 

also discovered that Harrington misappropriated over one million dollars in prepayment monies 

paid to the Debtor by certain working interest owners to drill or complete specific wells that 

make up part of the Assets.  After the appointment of the Trustee, it was discovered that 

Harrington orchestrated additional accounting, record and property misappropriations with 

regards to many of the Debtor’s assets, including, but not limited to, the Assets that are the 

subject of this Motion.  Due to the claims associated with the Assets by royalty owners and 

working interest owners derived from the Debtor’s pre-petition conduct and Harrington’s pre and 

post-petition conduct, the marketing and sale of the Assets has proven to be a challenge.  The 

only logical party to serve as a stalking horse bidder for the Assets is a working interest owner or 
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a group of working interest owners in the Assets that were, themselves, the victims of 

Harrington’s bad acts. 

4. In March of 2016, Thunder Oil and Gas (“Thunder”), the Trustee and Wells Fargo 

Bank N.A. (“Wells Fargo”) commenced informal discussions and negotiations regarding the 

estate’s sale of the Assets.  The discussions and negotiations resulted in Thunder making a 

Stalking Horse Bid (as hereinafter defined) to purchase the Assets for $775,000.00.  After 

additional negotiations between Thunder, Wells Fargo and the Trustee as to the non-cash terms 

of Thunder’s offer, Thunder submitted a proposed stalking horse bid via the Second Amended 

Offer of Thunder Oil and Gas (the “Stalking Horse Bid”).  A true and correct copy of the 

Stalking Horse Bid is attached hereto as Exhibit A.  Thunder intends to fund the Stalking Horse 

Bid via contributions from a number of other parties that are working interest owners in the 

Assets, namely Jackal Oil Company; B&W Exploration, Inc.; RKW Energy, LLC; HHE AS-

Prospects 2005; CPE Resources, Inc.; Huntley & Huntley, Inc.; and Red Rock Resources, all 

collectively with Thunder the “Buyers.” 

5. The Stalking Horse Bid seeks to purchase the Assets (as defined herein and 

therein), which constitute, among other things, oil and gas wells and properties operated by the 

Debtor in Marshal and Johnston Counties, Oklahoma and the assets, equipment, pipelines and 

contracts related thereto.  See Exhibit A.  Specifically, Thunder has submitted a cash offer of 

$775,000.00 for the Assets and has agreed to serve as the stalking horse bidder in an auction of 

the Assets.  In doing so, Thunder has requested specific stalking horse protections and bid 

procedures, namely that Thunder shall be entitled to a breakup fee equal to 5% of the above 

stated bid price ($38,750) for any sale of the Assets in or through Debtor’s Bankruptcy Case to 

any other bidder for a higher or better offer.  Thunder has requested that for a prospective 
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bidder’s bid to be considered, such prospective bidder must first become a Qualified Bidder (as 

hereinafter defined) which, among other things, requires the prospective bidder to deposit 

$50,000.00 cash with the Trustee.  Thunder has requested that any qualified bid for the Assets be 

for all of the Assets that are the subject of the Stalking Horse Bid (not piecemeal).  Further, 

Thunder has requested that any and all qualified bids must be delivered to the Trustee on or 

before 4:00 p.m. central standard time on November 1, 2016, and if another qualified bid is 

submitted, that the Trustee hold an auction for the Assets (the “Auction”) in sufficient time so 

that Thunder (or the winning purchaser) may close on the sale of the Assets by 5:00 p.m. central 

standard time on November 14, 2016. 

6. Wells Fargo has consented the requested terms of the Stalking Horse Bid, and 

supports the sale of the Assets, which are Wells Fargo’s collateral, to Thunder or the prevailing 

Qualified Bidder at the conclusion of the Auction.  

7. Neither the Trustee nor PLS have received offers from other potential purchasers 

to purchase the Assets.  The Trustee believes it is prudent to have a formal sales process 

providing potential, unknown purchasers the ability to bid on or purchase the Assets.  The 

Trustee has concluded in his sound business judgment that the sale of the Assets of the Debtor 

pursuant to the Bid Procedures is in the best interest of the Debtor’s bankruptcy estate and 

creditors of the Debtors.  The Bid Procedures will provide a mechanism for the Trustee to sell 

the Assets in a manner that will result in the highest and best recovery for the Debtor’s 

bankruptcy estate.  Therefore, in an effort to move a sale process to conclusion, the Trustee files 

this Motion for the purpose of seeking authority to establish procedures and sell the Assets.  A 

true and correct copy of the proposed Bid Procedures is attached hereto as Exhibit B. 
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III. Procedural History  

8. On September 2, 2015 (the “Petition Date”), the Debtor filed a voluntary petition 

for relief under Chapter 11 of the Bankruptcy Code in the United States Bankruptcy Court for the 

Eastern District of Texas, Sherman Division (the “Court”). 

9. On December 30, 2015, the Court ordered the U.S. Trustee to appoint a Chapter 

11 trustee for this Bankruptcy Case [Docket No. 116]. 

10. On January 27, 2016 this Court approved the appointment of the Trustee of the 

Debtor’s bankruptcy estate [Docket No. 141]. 

11. On March 1, 2016, the Court approved the Trustee’s retention of Traton 

Engineering Associates, LP (“Traton”) to operate the oil and gas assets owned by the Debtor’s 

bankruptcy estate that were formerly operated by the Debtor [Docket No. 163]. 

12. On July 28, 2016, this Court approved the Trustee’s retention of PLS, Inc. 

(“PLS”) to market and facilitate the sale of certain assets of the Debtor’s bankruptcy estate.  PLS 

has been actively marketing the Assets1 since September 19, 2016.  Due to the incomplete and 

inaccurate records kept by the Debtor pre-Petition and prior to the appointment of the Trustee, 

PLS was not able to obtain sufficient, accurate information to market the Assets prior to mid-

September.  Nevertheless, the Trustee has obtained numerous offers to purchase some of the 

Debtor’s assets, including Thunder’s Stalking Horse Bid.   

IV. Relief Requested 

13. By this Motion, the Trustee seeks the entry of the following two orders, pursuant 

to Section 105, 363 and 365 of the Bankruptcy Code, and Rules 2004, 6004 and 6009 of the 

Bankruptcy Rules: 
                                                 
1 As defined herein. 
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a. Bid Procedures Order.  The bid procedures order, in a form substantially 
similar to the proposed order attached hereto as Exhibit C, does the 
following: 

i. Allow the Trustee to sell the Assets. 

ii. Establish and approve bid procedures (the “Bid Procedures”) and 
requirements for interested parties to submit competing bids for the 
Assets, and if a competing bid is properly submitted, require the 
Trustee to hold an auction for the Assets. 

iii. Schedule a hearing (the “Sale Hearing”) to consider approval of 
the proposed sale to the winning bidder and the related relief 
requested in this Motion; 

iv. Approve the form and manner of Notice of Sale contemplated by 
this Motion;  

v. Approve the form, manner and procedure of the Trustee’s 
assumption and assignment of certain executory contracts and 
unexpired leases and the notice related thereto;  

vi. Fix the dates for the filing of objections, if any, to the relief 
requested in this Motion. 

vii. Pursuant to the agreement between PLS and the Debtor’s 
bankruptcy estate, call for PLS to market the Assets to potential 
purchasers and maintain a data room to allow potential purchasers 
to conduct due diligence to make a determination whether an offer 
will be made.  Provided, however, that no person or potential 
purchaser shall be allowed to access the data room or the due 
diligence contained therein unless such person or potential 
purchaser first executes a Confidentiality Agreement substantially 
in the form attached hereto as Exhibit I (“CA”) 

b. Sale Order.  The sale order will do the following: 

i. Approve and authorize the sale and purchase of the Assets to the 
buyer; 

ii. Authorize the assumption and assignment of certain executory 
contracts and unexpired leases; 

iii. Authorize the sale of the Assets of the Debtor to a buyer, free and 
clear of all liens, claims and encumbrances (except as expressly 
agreed); 
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iv. Provide for replacement liens against the proceeds for the sale of 
the Assets in favor of the secured creditor (Wells Fargo) with the 
same rights and priorities therein as in the sold Assets and allow 
for distribution of the sales proceeds in accordance with the 
secured creditor’s rights and agreements regarding the Assets; and 

v. Authorize the Trustee to take any and all other actions necessary to 
consummate the sale of the Assets. 

14. Time is of the essence.  This case has been pending for over one year.  The 

Debtor/Debtor’s equity has proposed two chapter 11 plans of reorganization--confirmation was 

denied on the Debtor’s first plan, and the Court denied approval of the disclosure statement 

supporting the Debtor’s second plan.  No other party, entity or person has come forward with a 

bona-fide offer to purchase the Assets.  Moreover, the Trustee and the Debtor’s estate continue 

to incur substantial administrative fees operating the Assets.  Thus, establishing the requested 

time line and process for sale of the Assets as described in this Motion will serve to maximize 

value for the creditors and will relieve a burden and financial drain on the Debtor’s estate. 

15. After analyzing the Buyers’ offer, the Assets to be sold and the Debtor’s business, 

the Trustee has exercised his business judgment and concluded that the sale of the Assets 

pursuant to the Bid Procedures, with bids subject to higher and better bids, bid increments and 

breakup fee as outlined below, is in the best interest of the Debtor, the Debtor’s estate and the 

creditors of the Debtor’s estate.  A true and correct copy of the Bid Procedures is attached hereto 

as Exhibit B. 

A. Overview of Stalking Horse Bid and transaction proposed thereunder 

16. Thunder, backed by the other Buyers, has submitted the Stalking Horse Bid to 

purchase the Assets from the Debtor’s estate.  The Trustee, after analyzing the Stalking Horse 

Bid, has determined that it is in the best interest of the Debtor’s estate to designate Thunder as 

the stalking horse for the purpose of seeking approval of the sale of the Assets. 
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17. The following are the “Assets” which are the subject of Thunder’s Stalking Horse 

Bid, this Motion and the Bid Procedures:  

Oil and Gas Interests   

All of Debtor’s right, title and interests in and to all of the oil, gas and mineral 
leasehold interest, leases, operating rights, mineral interests, working interest and 
royalty interests, joint operating agreements, operating agreements and 
exploration agreements in on or to the wells and sections listed below and all 
leasehold acreage, force pooled interests, contractual interests, non-consent 
interests, and farm-in interests held by or as a result of any pooling order, 
proration unit or drilling order regarding the listed wells and leasehold interests or 
acreage and any instrument executed in amendment, correction, modification, 
confirmation, renewal or extension of any such interests (the “Properties”); 

 

Wells   
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All of Debtor’s right, title and interest in and to all oil wells, gas wells and/or 
casing-head gas wells and other wells now or hereafter located upon the 
Properties; 

 

Hydrocarbons   

All of Debtor’s right, title and interest in and to all oil, casing-head gas, 
condensate, distillate, liquid hydrocarbons, gaseous hydrocarbons and all products 
refined therefrom, and all other minerals in and under, and that may be produced 
and saved from the Properties on and after the date of closing; 

Equipment  

All of Debtor’s right, title and interest in and to all equipment, tanks, derricks, 
fixtures, pumps, jacks, casings, tubing rods, cable lines, pipelines, flow lines, 
meter runs, separators, buildings, machinery, tools, pipe and all other equipment, 
appurtenances, apparatus, appliances, and property of every kind and character, 
movable or immovable, now or at any time hereafter located on the Properties or 
which may now or hereafter be used or obtained in connection with the 
Properties; 

Compressor Site Lease and Facility Site Lease  

All of Debtor’s right, title and interest in and to any compressor site lease and 
facility site on any lands covered by the Properties, and any instrument executed 
in amendment, correction, modification, confirmation, renewal or extension of 
any of such leases, together with all equipment and appurtenances located on said 
leases used or obtained in connection therewith. 

Easements and Rights of Ways   

All of Debtor’s right, title and interest in and to all easements and rights of way 
on, under or associated any of the Properties. 

See Exhibit A.2 

18. The bid price for the Assets is $775,000.00 cash, and includes the transfer of the 

Assets free and clear of all liens, claims and encumbrances of any kind save and except the 

                                                 
2 Expressly excluded from the “Assets” are any and all oil and gas wells currently operated by XTO on the 
Properties. This exclusion and the excepted wells are limited to the well bore only of the XTO operated wells.  Such 
wells, include but are not limited to, the Holly 1-34H27 (API 35-095-205), the Sitzes 1-24HR (API 35-069-20161), 
the Winford 1-27H (API 35-069-20126) and the Winkler 1-25H30X29 (API 35-069-20158). 
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Stalking Horse Bid contemplates taking the Baxter Ashford 2-26 wellbore subject to the 

Debtor’s plugging and abandonment liability.  Information regarding the Assets is contained in a 

data room or virtual data room maintained by PLS, access which is available to any bonafide, 

potential purchaser that executes a CA. 

B. Proposed Bid Procedures 

19. Thunder (backed by the other Buyers) proposes to pay all cash at closing for the 

Assets subject to the following conditions: 

(1) The entry of a final order by the Court approving the sale of the Assets 

free and clear of all liens, claims, interests and encumbrances (save and except for the 

plugging and abandonment liabilities related to the Baxter Ashford 2-26 wellbore) 

acceptable to Thunder, and obtained in sufficient time to allow Thunder to close the 

purchase of the Assets by 5:00 p.m. on November 14, 2016; 

(2) Submission and acceptance of Thunder’s bid as a stalking horse bid with 

at least the following protections: 

a) Thunder shall be entitled to a Break Up Fee equal to 5% of the 
cash offer ($38,750) for any sale of the Assets in or through Debtor’s bankruptcy 
case to any other bidder submitting a higher or better offer; 

   
b) The Assets are marketed and sold as a package, not piecemeal, and 

any bid must be on the same terms and conditions as Thunder’s bid; 
 

c) Any other bid must be from a Qualified Bidder to be considered.  
In order to be a Qualified Bidder, the proposed bidder tender a $50,000 
refundable, cash deposit with the Trustee and provide the Trustee with proof of 
funds to close the sale of the Assets.  Thunder (and the Buyers) are and shall be 
considered Qualified Bidders and is not required to tender a $50,000 cash deposit 
to the Trustee; 

 
d) The first bid for the Assets after Thunder’s offer of $775,000 must 

be a cash bid equal to or greater than $825,000 (the “Over Bid”); 
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e) All subsequent bids after the Over Bid must be cash bids in 
increasing increments of at least $25,000 greater than the immediate preceding 
bid (the “Bid Increment”);  

 
f) Any party interested in submitting a bid must become a Qualified 

Bidder and submit a bid for all of the Assets to the Trustee, in writing, by no later 
than 4:00 p.m. central standard time on November 1, 2016.  Such bids may be 
submitted to the Trustee via email at jsearcy@jsearcylaw.com; 

 
g) Any subsequent bidder, other than Thunder, must include 

identification of the party submitting the bid and any equity holders, investors, 
lenders, partners, joint venturers of the party submitting the bid, as well as all 
parties (if any) that are going to fund or finance the purchase; 

 
h) Any bid submitted shall not contain any due diligence, financing or 

regulatory contingencies of any kind; 
 

i) Any bid submitted must be for all of the Assets as is, where is and 
without representations and warranties; 

 
j) If a Qualified Bidder timely and properly submits a bid, other than 

that submitted by Thunder, the Trustee may conduct an auction (the “Auction”) 
with respect to all of the Assets.  Any Auction for the Assets shall take place at 
the following location: Law Offices of Searcy & Searcy, P.C., 446 Forest Square, 
Longview, Texas 75605 on November 3, 2016 and commence at 9:00 a.m., 
central standard time;  

 
k) At the Auction for the Assets any responsive, Qualified Bidder 

shall have 30 minutes to provide a counter or additional bid;  
 

l) The acceptance of any proposal or offer of a Qualified Bidder shall 
be subject to documentation and the Trustee shall have the option of documenting 
the last bid from each Qualified Bidder if the Trustee does not agree with the 
offered documents; and 

 
m) Other typical and reasonable bid and auction procedures acceptable 

to Thunder. 
 

20. In order to appropriately evaluate bids for the Assets of the Debtor, the Trustee 

seeks to have this Court establish the Bid Procedures.  The Bid Procedures will govern the 

submission of competing bids for the Assets other than a credit bid made under Section 363(k) of 
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the Bankruptcy Code, and should ensure that maximum value is obtained for the Assets of the 

Debtors. 

21. The Bid Procedures are designed to strike a balance between the Trustee’s 

fiduciary duty to subject the Assets to a competitive bidding process, and enable the Trustee to 

close a sale with a buyer on a timely basis in light of the size of the Debtor’s bankruptcy estate, 

the time that the bankruptcy case has been pending and the continued administrative burdens 

placed on the Debtor’s estate that are incurred in connection with, among other things, the 

ownership and operations of the Assets.  The Trustee submits that the Bid Procedures are fair, 

reasonable and necessary, and do not impose undue obstacles to the competitive bid process.  

Accordingly, the Trustee respectfully submits that approval of the proposed Bid Procedures is 

warranted and appropriate.   

22. Upon approval of the Bid Procedures, the Trustee shall serve a notice of the Bid 

Procedures by first class mail, postage prepaid, which will include the bid deadline (the “Bid 

Procedures Notice”) on the U.S. Trustee for the Eastern District of Texas, the Debtor, all parties 

on the Debtor’s Complex Chapter 11 Service List at Docket No. 137, and all entities or persons 

known to have expressed an interest in purchasing the Assets.  The Bid Procedures Notice shall 

be in the form approved by this Court pursuant to the Bid Procedures Order.  A true and correct 

copy of the proposed Bid Procedures Notice is attached hereto as Exhibit D. 

C. Notice of Sale Hearing 

23. Upon the entry of the Bid Procedures Order, the Trustee shall serve by first class 

mail, postage prepaid, a Notice of Sale Hearing on the U.S. Trustee for the Eastern District of 

Texas, the Debtor, all parties on the Debtor’s Complex Chapter 11 Service List at Docket No. 

137, and all entities or persons known to have expressed an interest in purchasing the Assets.  
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The Notice of Sale Hearing shall set forth the date, time and place of the Auction and the Sale 

Hearing.  A true and correct copy of the proposed Notice of Sale Hearing is attached hereto as 

Exhibit E. 

D. Post-Auction Notice 

24. As soon as possible after the conclusion of the Auction, the Trustee shall file and 

serve only through the court’s ECF system, a notice identifying any successful bidder for the 

Assets. 

E. Stipulation between Wells Fargo and certain Working Interest Owners 

25. When this Bankruptcy Case was filed, a bona fide dispute existed between Wells 

Fargo on the one hand, and Jackal Oil Company; Waltrip Energy, LLC; Gasco Energy, LLC;, 

Harper Petroleum Engineering, Inc.; George Michael Harper; HHE AS-Prospects 2005; CPE 

Resources, Inc.; Huntley & Huntley, Inc.; Thunder Oil & Gas; Jim Newkumet; OKLA Energy 

Partners; B&W Exploration, Inc.; RKW Energy, LLC, R3 II, LLC; Cajun IVY Investments and 

Michael P. Bonds (collectively the “Interest Owners”) as to the priority of Wells Fargo’s liens in 

the Debtor’s interests in the Assets vis-à-vis the Interest Owners’ alleged liens and claims to the 

Debtors’ interests in the Assets.  Pursuant to the Stipulation attached hereto as Exhibit F, the 

Interested Parties stipulate that Wells Fargo holds pre-petition, valid and properly perfected liens 

and security interests in the Assets.   

V. Authority in Support of the Proposed Procedures and Transaction. 

A. Sale of the Assets is authorized pursuant to Section 363 of the Bankruptcy Code 

26. Section 363(b)(1) of the Bankruptcy Code 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 sale of the Assets as requested herein may be approved 
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under Section 363(b) if the sale is supported by the Trustee’s sound business justification.  See 

e.g. Institutional Creditors of Continental Airlines, Inc. v. Continental Air Lines (In re 

Continental Air Lines), 780 F.2d 1223, 1226 (5th Cir. 1986) (“[F]or a debtor-in-possession or 

trustee to satisfy its fiduciary duty to the debtor, creditors and equity holders, there must be some 

articulated business justification for using, selling or leasing the property outside the ordinary 

course of business.”).  Once the Trustee articulates a valid business justification, “[t]he business 

judgment rule ‘is a presumption that in making the business decision the [Trustee] acted on an 

informed basis, in good faith and in honest belief that the action was in the best interests of the 

company.’”  In re S.N.A. Nut Co., 186 B.R. 98 (Bankr. N.D. Ill. 1995); In re Johns-Manville 

Corp., 60 B.R. 612, 615-106 (Bankr. S.D.N.Y. 1986) (“a presumption of reasonableness attaches 

to a debtor’s management decisions”).   

27. The Trustee’s decision to sell the Assets pursuant to the Bid Procedures requested 

herein is based on a number of factors, including: (i) the time that this bankruptcy case has been 

pending, (ii) the Debtor’s liquidity issues, (iii) the costs and expense on the Debtor’s estate in 

operating, maintaining and servicing the Assets, (iv) the existence of a willing buyer (or Buyers) 

for the Assets, and (v) Wells Fargo’s agreement to allow for the sale of its collateral to a third-

party free and clear of its liens (with the understanding that its liens will attach to the proceeds of 

the sale of the Assets, and reserving its right to credit bid in accordance with its contractual 

rights).  Based on these factors, the Trustee has determined in the sound exercise of his business 

judgment that the sale of the Assets is in the best interest of the Debtor’s estate and creditors. 

28. Additionally, the Trustee has proposed a fair and open process for achieving the 

highest and best offer for the sale of the Assets for the benefit of the Debtor’s estate and 

creditors.  The sale of the Assets will be subject to competing bids, enhancing the ability for the 
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Debtor’s estate to receive the highest or otherwise best value for the Assets.  Consequently, the 

fairness and reasonableness of the consideration to be received by the Debtor’s estate will 

ultimately be demonstrated by and through the bid and auction process. 

29. All creditors and parties-in-interest will receive adequate notice of the Bid 

Procedures and Sale Hearing.  Such notice is reasonably calculated to provide timely and 

adequate notice to the Debtor’s major creditors and those parties most interested in this Chapter 

11 case, contract counterparties, those potentially interested in on the Assets and others whose 

interests are potentially implicated by the proposed sale of the Assets.  Accordingly, 

consummating the sale as soon as possible is in the best interests of the Debtor’s estate, its 

creditors and parties in interest.  

B. The Proposed Sale of the Assets Satisfies the Requirement of Section 363(f)  

30. Section 363(f) of the Bankruptcy Code permits the Trustee to sell the Assets free 

and clear of all liens, claims, interests, charges and encumbrances—with any such liens, claims, 

interests, charges and encumbrances attaching to the proceeds of the sale with the same rights 

and priorities therein as in the sold Assets.  In order to sell the Assets free and clear of all liens, 

claims, interests, charges and encumbrances, the Trustee must satisfy one of the following 

conditions: (i) applicable non-bankruptcy law permits the sale of such property free and clear of 

such interest; (ii) the lienholder or claim holder consents, (iii) such interest is a lien and the price 

at which such property is to be sold is greater than the aggregate value of all lines on such 

property, (iv) such interest is a bona fide dispute; or (v) the lienholder could be compelled, in a 

legal or equitable proceeding, to accept a money satisfaction of such interest.  See 11 U.S.C. § 

363(f). 
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31. In the present case, conditions (ii) and (v) are met.  Wells Fargo holds the primary 

or priority lien against the Assets,3 and has consented to the sale of the Assets as set forth in this 

Motion.  Likewise, because Wells Fargo could be compelled to accept a monetary satisfaction of 

its interest in the Assets, the requirements of Section 365(f)(5) are met. 

C. Assumption and Assignment of Executory Contracts and Unexpired Leases 

32. Section 365(a) of the Bankruptcy Code provides, inter alia, that the trustee 

“subject to the court’s approval, may assume or reject any executory contract or [unexpired] 

lease of the debtor.”  11 U.S.C. § 365(a).  The bankruptcy court’s approval of the Trustee’s 

decision to assume or reject an executory contract or unexpired lease is based on whether the 

Trustee’s reasonable business judgment supports assumption or rejection.  See e.g. In re Stable 

Mews Assoc., Inc., 41 B.R. 594, 596 (Bankr. S.D.N.Y. 1984).  Moreover, pursuant to section 

365(b)(1) of the Bankruptcy Code, a debtor must cure or provide adequate assurance that the 

debtor will promptly cure any default under the to be assumed executory contract.  11 U.S.C. § 

365(b)(1). 

33. Once an executory contract is assumed, the Trustee may assign such contract.  See 

In re Rickel Home Center, Inc., 209 F.3d 291, 299 (3rd. Cir. 2000) (“[t]he Code generally favors 

free assignability as a means to maximize the value of the debtor’s estate”); In re Headquarters 

Doge, Inc., 13 F.3d 674, 682 (3rd Cir. 1994) (noting the purpose of section 365(f) is to assist the 

trustee in realizing the full value of the debtor’s assets).  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).  

Adequate assurance may be demonstrated by the assignee’s experience, expertise or financial 

ability to perform under the contract going forward.   
                                                 
3 Subject to the Stipulation. 
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34. At the Sale Hearing, the Trustee will request that this Court approve the 

assumption and assignment of certain executory contracts and unexpired leases.  Any and all of 

the executory contracts and unexpired leases of the Debtors that touch or concern the Assets will 

be subject to potential assumption and assignment to the purchaser of the Assets pursuant to the 

Stalking Horse Bid, any subsequent bid from a Qualified Bidder (including a subsequent bid 

from Thunder), and/or the Bid Procedures.  The executory contracts that will be assumed and 

assigned to Thunder if Thunder is the winning bidder pursuant to the Stalking Horse Bid (or 

subsequent bid) includes, but are not limited to, the contracts listed on Exhibit G (the 

“Contracts”).   

35. A majority of the executory Contracts that are to be assumed and assigned are 

joint operating agreements under which the Debtor has operated the Assets.  The Trustee has 

determined that the assumption, assignment and sale of those executory Contracts, which are 

included as part of the Assets, is necessary to facilitate the sale of the Assets as a whole.  The 

Assets’ value to Thunder or any purchaser will be diminished if the applicable and 

accompanying Contracts are not assigned along with the conveyance of the other Assets.  

Therefore, in order to maximize the sales price of the Assets and to facilitate a transaction that 

will lessen the burden on the Debtor’s estate, the assumption and assignment of the Contracts is 

not only supported by the Trustee’s reasonable business judgment, but is in the best interest of 

the Debtor’s estate and creditors. 

36. Most, if not all of the holders of cure claims are working interest owners of the 

various wells and Properties that make up the Assets.  During the course of this bankruptcy case 

it was discovered (or confirmed) that Harrington, the owner of the Debtor, misappropriated 

revenues owed to working interest owners and usurped prepayment monies paid by working 
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interest owners to the Debtor to drill or complete wells.  Harrington used millions of dollars that 

belong to the working interest owners under the various joint operating agreements and 

exploration agreements to pay for and purchase assets in his own name or the Debtor’s name.   

37. The consideration for the cure for any Contract for which a cure is necessary shall 

be the allowance of a general unsecured claim against the Debtor’s estate in the amount 

necessary to cure the Debtor’s monetary defaults under such Contract.  As further consideration 

for the cure of any Contract for which cure is necessary, the Trustee has agreed that the sale of 

the Assets may not be to an insider or affiliate of the Debtor, an insider of an insider of the 

Debtor or partners, or co-owners / joint ventures with an insider of an affiliate of the Debtor.  

The proposed cure will insure that neither Harrington, nor any person or entity related to, 

partners with, joint ventures with nor investors with Harrington, or any entity owned or 

controlled by him will own the Assets or operate the Assets. 

38. Attached hereto as Exhibit H is a proposed Cure Notice and list of Contracts that 

may be assumed and assigned which provides notice to non-Debtor parties of an opportunity to 

object to (i) the assumption and/or assignment, (ii) the cure amount, or (iii) the cure treatment.    

The Cure Notice shall be served on all parties on the Debtor’s Complex Chapter 11 Mailing List, 

the U.S. Trustee for the Eastern District of Texas and all known parties to the Contracts.  The 

sending of the Cure Notice shall not obligate Thunder or any other prevailing bidder to seek 

assumption and assignment of each of the Contracts.  The prevailing bidder may designate the 

contracts to be assumed prior to Closing. 

39. The Trustee requests that any objection to the Trustee assuming or assigning the 

Contracts or the cure amount or cure treatment with regards to the Contracts listed in the Cure 

Notice shall be filed with the Court and served on the Trustee at jsearcy@jrsearcylaw.com 
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within 14 days of the entry of the Bid Procedures Order.  The Trustee also requests that the Cure 

Notice may be supplemented or amended (the “Additional Cure Notice”) to add Contracts or 

alter the cure amount or cure treatment of previously noticed Contracts.  Provided that any 

Additional Cure Notice must be filed with the Court and served on all parties that are ordered to 

be served the Cure Notice within five (5) business days prior to the conclusion of the Sale 

Hearing and that the Additional Cure Notice shall state the date of the Sale Hearing and the 

deadline to object. The Trustee also requests that any objection to the assumption or assignment 

of Contracts in the Additional Cure Notice or to altered cure amount or cure treatment of a 

Contract listed in the Cure Notice shall be filed with this Court at least twenty-four (24) hours 

prior to the date of the Sale Hearing or the date of the continuation of the Sale Hearing 

following the filing and service of the Additional Cure Notice. 

40. The Trustee proposes that if no objection is timely filed, the cure amount and cure 

relief set forth in the Cure Notice and Additional Cure Notice(s) shall be controlling 

notwithstanding anything to the contrary in any Contracts or any related documents, and each 

non-Debtor party or party in interest to the Contracts shall be barred from asserting any other 

claim arising prior to the assignment against the Trustee or buyer/assignee of any Contracts.  If 

an objection to any assumption or assignment of a Contract is made, including any objection 

requiring the proposed buyer to demonstrate adequate assurance of future performance, a hearing 

on such objection will be held at the Sale Hearing.  Notwithstanding the foregoing, any party that 

holds or may hold a cure claim may object to the proposed cure at the Sale Hearing if the 

proposed cure hereunder is not feasible due to the purchaser. 

D. Thunder is entitled to the protections of Section 363(m) 
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41. If Thunder (or its assigns) is the purchaser of the Assets, it should be entitled to 

the good faith purchaser protections under section 363(m) of the Bankruptcy Code.  Thunder’s 

offer to purchase the Assets was negotiated at arm’s length with the Trustee and Wells Fargo.  If 

it is the purchaser, Thunder will pay valuable consideration for the Assets and Thunder is not an 

insider to, partner with or in any way related to the Debtor or Douglas Harrington. 

E. Waiver of Bankruptcy Rule 6004(h) is Appropriate 

42. Bankruptcy Rule 6004(h) provides that “an order authorizing the use, sale or lease 

of property other than cash collateral is stayed until the expiration of 14 days after the entry of 

the order, unless the court orders otherwise.  See Federal Bankruptcy Rule 6004(h).  The Trustee 

requests that the Court direct that the Sale Order become effective immediately upon its entry 

and expressly order that the stay provisions in Bankruptcy Rule 6004(h) do not apply to the Sale 

Order to the sale of the Assets because it is necessary to close the sale of the Assets as soon as 

possible after the Sale Hearing to lessen the cost and expense burden on the Debtor’s estate 

caused by the continued ownership and operational expenses of the Assets. 

 WHEREFORE, the Trustee respectfully requests that the Court: 

i. Enter the Bid Procedures Order as requested herein; 
 
ii. Schedule a hearing to consider the approval of the sale of the Assets as set forth 
herein and prescribe the form and manner of notice with respect thereto; 
 
iii. Authorize and approve the sale of the Assets free and clear of all liens, claims and 
encumbrances (except as expressly agreed by the purchaser); 
 
iv. Authorize the assumption and assignment of the Contracts and approve the Cure 
Notice; and 
 
v. grant any further relief that the Trustee is entitled. 
 

DATED:  October 5, 2016 
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      Respectfully submitted, 
      SEARCY & SEARCY, P.C. 
 
 
      /s/ Callan C. Searcy 
      Jason R. Searcy, State Bar No. 17953500 
      Email: jsearcy@jrsearcylaw.com 
      Joshua P. Searcy, State Bar No. 24053468 
      Email:  joshsearcy@jrsearcylaw.com 
      Callan C. Searcy, State Bar No. 24075523 
      Email:  ccsearcy@jrsearcylaw.com 
      PO Box 3929 
      Longview, Texas 75606 
      903.757.3399 TEL 
      903.757.9559 FAX 
      ATTORNEY’S FOR CH. 11 TRUSTEE 
 

CERTIFICATE OF SERVICE 
 

 I, the undersigned, certify that a true and correct copy of the above and foregoing was 
served by electronic notice on all persons requesting notice under the ECF filing system for the 
Eastern District of Texas and via regular first class mail to the interested party shown below by 
this law firm on October 5, 2016.   I further certify that a true and correct copy was served via U. 
S. Mail, postage paid, to each interested party on the attached service list by the service agent, 
Certificateofservice.com, on or before October 6, 2016.   

 
      /s/ Callan C. Searcy 
      Callan C. Searcy 
 
Dorchester Resources, LP 
PO Box 18879 
Oklahoma City, OK 73154-8879 
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420 Commerce Street, Suite 500  |  Fort Worth, Texas 76102  |  P (817) 336-9333  |  F (817) 336-3735 

Arlington  |  Austin  |  Dallas  |  Fort Worth  |  Houston 
 

H. Brandon Jones Direct: (817) 877-8165 

bjones@shannongracey.com Facsimile: (817) 336-3735 

 

September 16, 2016 

 

 

Via Email: jsearcy@jrsearcy.com 

Jason Searcy 

As Chapter 11 Trustee of the Bankruptcy Estate 

of Continental Exploration, LLC 

P.O. Box 3929 

Longview, Texas 75606 

Re: In re Continental Exploration, LLC, Case No. 15-41607 pending before the 

United States Bankruptcy Court for the Eastern District of Texas, Sherman 

Division 

Second Amended Offer of Thunder Oil and Gas to purchase certain Assets of 

Continental Exploration, LLC 

Dear Jason: 

As you know, our firm represents a number of working interest owners and creditors in 

the Continental Exploration, LLC (“CEX”) bankruptcy case, including Thunder Oil and Gas 

(“Thunder”).  On or about July 21, 2016, Thunder submitted an offer to you, as named 

purchaser, to purchase certain Assets currently owned by CEX.  Subsequent to the initial offer, 

Wells Fargo Bank, N.A. (“WF”) as the claimed priority lien holder as to the Assets commenced 

negotiations regarding the consideration necessary for it to release its lien on the Assets via a sale 

under Section 363 of the Bankruptcy Code.  On August 30, 2016, Thunder submitted an 

Amended Offer to you.  Subsequent to the Amended Offer, WF and Thunder continued 

negotiations regarding the marketing period and the date by which the closing of the sale of the 

Assets must occur.  This Second Amended Offer includes the additional terms agreed upon 

between Thunder and WF. 

 

As a result of the above referenced negotiations, Thunder, as the named purchaser, and its 

successors and assigns hereby makes the following amended offer to purchase the below 

described Assets from CEX’s bankruptcy estate.   
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Assets: 

 

Oil and Gas Interest.   

All of CEX’s right, title and interest in and to all of the oil, gas and mineral 

leasehold interest, leases, operating rights, mineral interests, working interest and 

royalty interest, joint operating agreements, operating agreements and exploration 

agreements in on or to the wells and sections listed on Exhibit A hereto and all 

leasehold acreage, force pooled interests, contractual interests, non-consent 

interests, and farm-in interests held by or as a result of any pooling order, 

proration unit or drilling order regarding the listed wells and leasehold interest or 

acreage and any instrument executed in amendment, correction, modification, 

confirmation, renewal or extension of any such interests (the “Properties”); 

Wells.   

All of CEX’s right, title and interest in and to all oil wells, gas wells and/or 

casinghead gas wells and other wells now or hereafter located upon the 

Properties; 

Hydrocarbons.   

All of CEX’s right, title and interest in and to all oil, casinghead gas, condensate, 

distillate, liquid hydrocarbons, gaseous hydrocarbons and all products refined 

therefrom, and all other minerals in and under, and that may be produced and 

saved from the Properties on and after the date of closing; 

Equipment.   

All of CEX’s right, title and interest in and to all equipment, tanks, derricks, 

fixtures, pumps, jacks, casings, tubing rods, cable lines, pipelines, flow lines, 

meter runs, separators, buildings, machinery, tools, pipe and all other equipment, 

appurtenances, apparatus, appliances, and property of every kind and character, 

movable or immovable, now or at any time hereafter located on the Properties or 

which may now or hereafter be used or obtained in connection with the 

Properties; 

Compressor Site Lease and Facility Site Lease.   

All of CEX’s right, title and interest in and to any compressor site lease and 

facility site on any lands covered by the Properties, and any instrument executed 

in amendment, correction, modification, confirmation, renewal or extension of 
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any of such leases, together with all equipment and appurtenances located on said 

leases used or obtained in connection therewith. 

Easements and Rights of Ways.   

All of CEX’s right, title and interest in and to all easements and rights of way on, 

under or associated any of the Properties. 

BUT EXPRESSLY EXCLUDING any and all oil and gas wells currently operated by 

XTO on the Properties. This exclusion and the excepted wells are limited to the well bore 

only of the XTO operated wells.  Such wells, include but are not limited to, the Holly 1-

34H27, the Sitzes 1-24HR, the Winford 1-27H and the Winkler 1-25H30X29.  

Purchase Price: $775,000.00 cash. 

Named Purchaser: Thunder Oil and Gas. 

Terms:  

a) The above listed Assets shall be purchased free and clear of all liens, claims or 

encumbrances of any kind and of any party pursuant to section 363, save and except for 

the plugging and abandonment liability on the Baxter Ashford 2-26 wellbore.   

b) Thunder (or its assigns) shall be a good-faith buyer pursuant to Section 363(m) and 

entitled to the protections afforded thereby. 

c) Thunder shall serve as the Stalking Horse Bidder for any auction or sales process 

regarding the sale of the Assets in or through CEX’s Bankruptcy Case. 

d) Thunder shall be entitled to a Break Up Fee equal to 5% of the above stated Purchase 

Price ($38,750) for any sale of the Assets in or through CEX’s Bankruptcy Case to any 

other bidder for a higher or better offer.   

e) If an auction or competitive sale is held with regards to the Assets, all bids must be for 

cash; all bidders save for Thunder must first post a $50,000 refundable, cash deposit with 

the Trustee prior to bidding on the Assets; the first bid for the Assets after Thunder’s 

offer of $775,000 must be a cash bid equal to or greater than $825,000; and all 

subsequent bids must be cash bids in an amount least $25,000 greater than the immediate 

preceding bid.  All bids must be received by the Trustee (or the Court’s designated 

recipient for bids) by 4:00 central standard time on October 18, 2016. 

f) This offer may be subject to a to-be-executed Purchase and Sale Agreement if either 

Thunder or the Trustee require or request a Purchase and Sale Agreement be executed. 

g) The Assets shall be purchased as is, where is. 

Term and Closing:  Closing of the sale of the Assets must occur on or before 5:00 p.m. central 

standard time on October 31, 2016 or as otherwise agreed by the Trustee and Thunder (the 

“Closing Date”).  If the closing of the Assets does not occur by the Closing Date, this Second 

Amended Offer shall terminate.    
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This Second Amended Offer is expressly conditioned upon the entry of an order from the United 

States Bankruptcy Court for the Eastern District of Texas, Sherman Division allowing the sale of 

the Assets on the terms stated herein. 

 

Sincerely, 

 

 

H. Brandon Jones 
 

Enclosure: Exhibit A. 
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Exhibit A 
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)IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE EASTERN DISTRICT OF TEXAS 

SHERMAN DIVISION 
 
IN RE: §   

§ 
Continental Exploration, LLC, § CASE NO. 15-41607 

Debtor. § CHAPTER 11  
 

BID PROCEDURES 

PROVISION DESCRIPTION 

Assets to be 
Sold 

The Assets to be sold are the following assets, interests, rights and property 
owned by Continental Exploration, LLC (“Debtor”): 

Oil and Gas Interests.   

All of Debtor’s right, title and interest in and to all of the oil, gas 
and mineral leasehold interests, leases, operating rights, mineral 
interests, working interests and royalty interests, joint operating 
agreements, operating agreements and exploration agreements in 
on or to the wells and sections listed below and all leasehold 
acreage, force pooled interests, contractual interests, non-consent 
interests, and farm-in interests held by or as a result of any pooling 
order, proration unit or drilling order regarding the listed wells and 
leasehold interests or acreage and any instrument executed in 
amendment, correction, modification, confirmation, renewal or 
extension of any such interests (the “Properties”); 
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Wells.   

All of Debtor’s right, title and interest in and to all oil wells, gas 
wells and/or casinghead gas wells and other wells now or hereafter 
located upon the Properties; 

Hydrocarbons.   

All of Debtor’s right, title and interest in and to all oil, casinghead 
gas, condensate, distillate, liquid hydrocarbons, gaseous 
hydrocarbons and all products refined therefrom, and all other 
minerals in and under, and that may be produced and saved from 
the Properties on and after the date of closing; 

Equipment.   

All of Debtor’s right, title and interest in and to all equipment, 
tanks, derricks, fixtures, pumps, jacks, casings, tubing rods, cable 
lines, pipelines, flow lines, meter runs, separators, buildings, 
machinery, tools, pipe and all other equipment, appurtenances, 
apparatus, appliances, and property of every kind and character, 
movable or immovable, now or at any time hereafter located on 
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the Properties or which may now or hereafter be used or obtained 
in connection with the Properties; 

Compressor Site Lease and Facility Site Lease.   

All of Debtor’s right, title and interest in and to any compressor 
site lease and facility site on any lands covered by the Properties, 
and any instrument executed in amendment, correction, 
modification, confirmation, renewal or extension of any of such 
leases, together with all equipment and appurtenances located on 
said leases used or obtained in connection therewith. 

Easements and Rights of Ways.   

All of Debtor’s right, title and interest in and to all easements and 
rights of way on, under or associated any of the Properties. 

BUT EXPRESSLY EXCLUDING any and all oil and gas wells currently 
operated by XTO on the Properties. This exclusion and the excepted wells 
are limited to the well bore only of the XTO operated wells.  Such wells, 
include but are not limited to, the Holly 1-34H27 (API 35-095-20580), the 
Sitzes 1-24HR (API 35-069-20161), the Winford 1-27H (API 35-069-
20126) and the Winkler 1-25H30X29 (API 35-069-20158).  

 

As Is, Where Is The sale of the Assets shall be on an “as is, where is, basis and without 
representations or warranties of any kind by Jason Searcy as the Chapter 11 
Trustee of the Debtor’s bankruptcy estate (the “Trustee”).  All of the Debtor’s 
right, title and interest in and to the Assets shall be sold free and clear of all 
known claims, liens, encumbrances and interests (“Interests”) in accordance with 
Section 363 of the Bankruptcy Code, including, but not limited to, the claims, 
liens, encumbrances and interests in favor of secured creditors whose secured 
liens have previously been recognized by the Court, with such Interests of the 
secured creditor attaching to the net proceeds of the sale of the Assets. 

Each bidder shall be deemed to acknowledge and represent that it: (i) has had an 
opportunity to inspect and examine the Assets, and to conduct any and all due 
diligence regarding the Assets prior to making its offer; (ii) relied solely upon its 
own independent review, investigation, and/or inspection of any documents 
and/or the Assets in making its bid; and (iii) did not rely upon any written or oral 
statements, representations, promises, warranties or guaranties whatsoever 
express or implied, by operation of law or otherwise, regarding the Assets, or the 
completeness of any information provided in connection therewith or the 
Auction. 
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Notice of 
Auction 

Upon approval by the Court, to be noticed as provided in the order of the Court, 
these Bid Procedures, including the time and place that all Qualified Bidders 
must submit qualified bids and the place of the Auction (the “Bid Procedures 
Notice”), shall be served upon the following entities: 

a.  The U.S. Trustee for the Eastern District of Texas; 

b.  All parties on the Debtor’s Complex Chapter 11 Service List at Docket No. 
137; and 

c. All entities or persons known to have expressed an interest in purchasing the 
Assets 

Due Diligence All bidders (each a “Potential Bidder”) who request information related to the 
Assets or access to the data room managed by PLS, Inc. (“PLS”) shall be required 
to enter into a standard confidentiality agreement with the Trustee (the 
“Confidentiality Agreement”).  Unless waived by the Trustee, Potential Bidders 
will also be required to provide a current financial statement, if available, or, if 
the Potential Bidder is an entity formed for the purpose of acquiring the Assets, 
current financial statements of the equity holder(s) of the Potential Bidder, or 
such other form of financial disclosure that is reasonably acceptable to the 
Chapter 11 Trustee. 

Upon: (i) the execution of the Confidentiality Agreement; and (ii) a determination 
by the Trustee that the Potential Bidder has established that it has or is likely to 
have sufficient cash on hand to purchase the Assets on or before the Closing 
Date, the Trustee shall provide such Potential Bidder reasonable access to the 
Debtor’s information via the data room managed by PLS, and shall allow the 
Potential Bidder to inspect the Assets if the Potential Bidder so desires.  The 
terms of Thunder Oil and Gas’ (“Thunder”) bid for the purchase of the Assets 
(the “Stalking Horse Bid”), including any draft of an asset purchase agreement 
related to such bid, shall also be provided to Potential Bidders who satisfy the 
requirements of this paragraph.  

 

Bid Procedures Each Potential Bidder that wishes to be qualified as a Qualified Bidder (as 
defined below) and continue to participate in the bidding process must tender to 
the Trustee a $50,000.00 refundable cash deposit (the “Deposit”), and deliver to 
the Trustee the following documents (the “Bid Documents”): 

a.  A written offer for a sum certain to acquire the Assets on the same terms as 
the Stalking Horse Bid that is in a form acceptable to the Trustee. The written 
offer must describe any contracts and leases to be assumed by the Debtor and 
assigned to the Potential Bidder.  A bid may provide for the assumption of 
specific liabilities; 

b.  Evidence reasonably satisfactory to the Trustee demonstrating that the 
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Potential Bidder’s proposed bid meets the requirements for a Qualified Bid 
(defined below), including all relevant financial documents; 

c.  Any bid other than the Stalking Horse Bid must be for cash and in the 
amount of $825,000.00, or greater (the “Over Bid”); 

d.  Every bid after the Over Bid shall be made in increments of at least $25,000 
over and above the prior bid; 

e.  All bidders shall be deemed to have consented to the core jurisdiction of the 
Court and to have waived any right to a jury trial in connection with any disputes 
relating to the Auction and/or the sale of the Assets; and 

f.  An acknowledgement signed by a representative of the bidder that provides 
that: (i) it is familiar with the collusive bidding provisions contained in 11 
U.S.C § 363(n); (ii) agrees to comply with such provisions; and (ii) certifies that 
it has in fact complied with such provision. 

g.  Any Deposit from the Successful Bidder (as hereinafter defined) shall be 
applied to the purchase price of the Assets. 

 

Bid Deadline Bids must be actually received by the Trustee by 4:00 p.m. central standard time 
on November 1, 2016 (the “Bid Deadline”).  Bids may be sent to the Trustee via 
email at jsearcy@searcylaw.com. 

Within forty-eight (48) hours of the Trustee receiving a bid from a Potential 
Bidder, the Trustee will notify each Potential Bidder whether their bid constitutes 
a Qualified Bid (as hereinafter defined).  If such bid constitutes a Qualified Bid, 
the Trustee may, at the request of any other Qualified Bidder or Thunder, disclose 
the terms of any bid from a Qualified Bidder to other Qualified Bidders. 

Qualified 
Bidder A bid must meet of the following requirements to be considered a qualified 

bid (“Qualified Bid”): 

a.  Each Prospective Bidder must tender the Deposit to the Trustee, and 
such funds must clear any holds and constitute good funds in order to be 
deemed received by the Trustee. 

b.  Each bid must include the Bid Documents set forth above; 

c.  Each bid must constitute a good faith, bona fide offer to acquire all of the 
Assets; 

d.  Each bid shall not be conditioned on any terms or conditions, including but 
not limited to any of the following: financing, regulatory approval, shareholder 

Case 15-41607    Doc 337-2    Filed 10/05/16    Entered 10/05/16 16:13:14    Desc Exhibit B    Page 5 of 8



Continental Exploration, LLC -- Bid Procedures  Page 6 

approval, environmental contingencies, and/or the outcome of due diligence by 
the Potential Bidder; 

e.  Each bid must remain irrevocable until the Closing Date (November 14, 
2016, or as extended by agreement); 

 
f.  As a condition to making a bid, any Potential Bidder must have provided 
the Chapter 11 Trustee on or before the Bid Deadline, with sufficient and adequate 
information to demonstrate, to the reasonable satisfaction of the Trustee that 
such bidder: (i) has the financial wherewithal and ability to consummate the 
acquisition of the Assets; and (ii) can establish an ability to provide all non-
debtor counter-parties to the contracts and leases to be assumed with "adequate 
assurance" of future performance as contemplated by section 365(f) of the 
Bankruptcy Code, if applicable; and 

g.  Secured creditors with a valid and unavoidable lien on collateral, which has 
been previously recognized by the Bankruptcy Court and whose collateral is 
being sold and included in the auction, are “qualified bidders” with respect to 
their rights under 11 U.S.C. § 363(k), and may credit bid as part of the auction.  
Such secured creditors need not otherwise qualify pursuant to the Bid 
Procedures, including but not limited to providing Bid Documents, to exercise 
such right.  

Auction and 
Bidding 
Increments 

If the Trustee determines that there is at least two Qualified Bidders, the 
Chapter 11 Trustee shall conduct an Auction sale of the Assets in 
accordance herewith.  If there is only one Qualified Bidder that submits a 
bid in accordance with these bid procedures (i.e. if there is no other 
qualified bid other than Thunder’s Stalking Horse Bid), an Auction will 
not be conducted and Thunder shall be the winning bidder. 

The Auction shall commence at 9:00 a.m. (central standard time) on 
November 3, 2016, at the offices of Searcy & Searcy, P.C., 446 Forest 
Square, Longview, Texas 75605.  

At the Auction, the Chapter 11 Trustee shall prescribe the method for the 
conduct of the Auction in accordance with these Bid Procedures. 

During the Auction, bidding shall begin initially with the highest and/or 
best Qualified Bid.  Bidding at the Auction shall continue until such time as 
the highest or otherwise best bid is determined.  The Trustee will only 
consider increased bids raised in increments of $25,000, or more. When the 
Qualified Bidders are notified that a proposed purchase amount has been 
tendered, the responsive bidder will have thirty (30) minutes to provide a 
counter bid. 

The winning bidder’s Deposit shall be refunded if the winning offer is not 
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approved by the Court, or the Trustee is unable to close the transaction 
through no fault of the bidder. 

Acceptance of any proposal will be subject to documentation and the 
Trustee will have the option of documenting the last bid from each 
Qualified Bidder if the Trustee does not agree with the offered documents. 
At the sole discretion of the Trustee, a binding purchase and sale agreement 
in a format proposed by the Trustee may be executed prior to any hearing 
seeking approval of the offer. 

All Qualified Bidders wishing to participate in the Auction shall appear in 
person at the Auction, or through a duty-authorized representative. 

Break Up Fee If the Assets or any of the Assets are sold by the Trustee or the Debtor’s 
bankruptcy estate to a party other than Thunder for an amount or value 
exceeding $775,000, Thunder is and shall be entitled to a break up fee of 
$38,750.00 (the “Break Up Fee”) from the funds paid for the Assets.  If the 
Assets are purchased by a party other than Thunder without the use of funds 
(i.e. via a credit bid) the winning bidder shall be responsible for and liable 
for the Break Up Fee. 

Expenses 
Each party submitting a bid shall bear its own expenses in connection with 
the sale of the Assets (save and except for the Break Up Fee), whether or not 
such party is the Successful Bidder (as defined below) or the sale of the 
Assets is ultimately approved.  Any transfer, sales or other similar taxes or 
fees to be paid in connection with the transaction shall be paid by the 
Successful Bidder. 

Winning 
Bid/Back-up 
Bid 

Upon conclusion of the Auction, the Trustee shall evaluate the Qualified 
Bids, and shall determine which bid is the highest and best offer for the Assets 
in accordance with these Bid Procedures (the "Highest and Best Bid") (the 
bidder having submitted a Highest and Best Bid is the “Successful Bidder”). 

The Successful Bidder shall immediately complete and execute all 
agreements, contracts, instruments, or other documents evidencing and 
containing the terms and conditions upon which the Winning Bid was made, 
including, without limitation, a purchase and sale agreement.  The 
Successful Bidder shall be bound by the applicable purchase and sale 
agreement, subject to the conditions thereof, including, without limitation, 
approval of the sale by the Court pursuant to the Sale Hearing or otherwise. 

The Chapter 11 Trustee shall evaluate all bids and determine which bid (the 
“Back-up Bid”) would be the highest and best bid if the Successful Bidder’s 
bid does not close. The Back-up Bid shall remain open until the Closing of 
the sale of the Assets to the Successful Bidder. In the event the Successful 
Bidder does not close the sale of the Assets, then the Back-up Bid shall 
become the Successful Bidder and the Chapter 11 Trustee will proceed to 
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close on the Back-up Bid without further order of the Court. 

 
Sale Approval 
Hearing A hearing on the sale of the Assets the (“Sale Hearing”) will take place on 

November ____, 2016 at ________a.m/p.m. before the Honorable Brenda 
T. Rhoades, United States Bankruptcy Judge for the Eastern District of 
Texas, Sherman Division.   

Closing 
The consummation of the transaction contemplated hereby (the “Closing”) 
shall take place at the offices of Searcy & Searcy, P.C., 446 Forest Square, 
Longview, Texas 75605, on or before 5:00 p.m. central standard time on 
November 14, 2016 (the “Closing Date”) or as extended by the agreement 
of the Trustee and the Successful Bidder. 
 

If the Successful Bidder fails to close the purchase of the Assets by the 
Closing Date, other than as a result of a material breach by Trustee or events 
or conditions outside of the control of the Successful Bidder, on the terms set 
forth in the applicable purchase and sale agreement (a “Purchase Default”), 
such Successful Bidder shall forfeit the Deposit, and such Deposit shall be 
irrevocably retained by the Trustee as liquidated damages subject to the liens 
of secured creditors (if any). 

In the event of a Purchase Default, the Back-up Bid shall be deemed to be 
the highest and best bid, and such bid will be deemed to be the Successful 
Bidder. 

 
Application of 
the Deposit The Deposit (together with any interest thereon, if any, accruing prior to the 

Closing Date) of any Successful Bidder shall be credited to the price paid for 
the Assets by such Successful Bidder. 

Reservation of 
Rights The Trustee with the approval of the Court, shall have the right to reject 

any bid if the Trustee determines, in the reasonable exercise of their 
fiduciary duties, that such Qualified Bid is: (i) inadequate or insufficient; 
(ii) not in conformity with the requirements of the Bankruptcy Code, any 
related rules or the terms set forth herein; or (iii) contrary to the best 
interests of the Debtors’ estate.  

Lien on 
Proceeds of 
Sale and 
Deposits 

Any secured creditors shall have a lien on the proceeds of sale and deposits, 
and any other consideration or claim arising out of the sale to the extent of 
the respective collateral interests. 
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Cure Notice List 

 Contract Cure Amount 
for each 
Contract 
Counter Party 

Cure Treatment Parties to the 
Contract 

1. Joint Operating 
Agreement 
regarding the 
Logan Beard #1-
25 well (35-069-
20083) 

Total amount 
of unused or 
mis-used pre-
payments paid 
to the Debtor 
pre-petition for 
the Logan 
Beard #1-25 
well. 

Total amount 
of revenues 
owed from the 
production of 
the Logan 
Beard #1-25 
well. 

Allowance of the 
Cure Amount as a 
general unsecured 
claim. 

The Assets may not 
be sold to an insider 
or affiliate of the 
Debtor, an insider of 
an insider of the 
Debtor or partners, 
or co-owners / joint 
ventures with an 
insider of an affiliate 
of the Debtor.  The 
proposed cure will 
insure that neither 
Harrington, nor any 
person or entity 
related to, partners 
with, joint ventures 
with nor investors 
with Harrington, or 
any entity owned or 
controlled by him 
will own the Assets 
or operate the 
Assets. 

See Exhibit 1 
regarding the Logan 
Beard #1-25 well 

2. Joint Operating 
Agreement 
regarding the 
Logan Beard #2-
25 well (35-069-
20152) 

Total amount 
of unused or 
mis-used pre-
payments paid 
to the Debtor 
pre-petition for 
the Logan 
Beard #2-25 
well. 

Total amount 

Allowance of the 
Cure Amount as a 
general unsecured 
claim. 

The Assets may not 
be sold to an insider 
or affiliate of the 
Debtor, an insider of 
an insider of the 
Debtor or partners, 

See Exhibit 1 
regarding the Logan 
Beard #2-25 well 
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of revenues 
owed from the 
production of 
the Logan 
Beard #2-25 
well.  

or co-owners / joint 
ventures with an 
insider of an affiliate 
of the Debtor.  The 
proposed cure will 
insure that neither 
Harrington, nor any 
person or entity 
related to, partners 
with, joint ventures 
with nor investors 
with Harrington, or 
any entity owned or 
controlled by him 
will own the Assets 
or operate the 
Assets. 

3. Joint Operating 
Agreement 
regarding the 
Logan Beard #3-
25 well (35-069-
20157) 

Total amount 
of unused or 
mis-used pre-
payments paid 
to the Debtor 
pre-petition for 
the Logan 
Beard #3-25 
well. 

Total amount 
of revenues 
owed from the 
production of 
the Logan 
Beard #3-25 
well.  

Allowance of the 
Cure Amount as a 
general unsecured 
claim. 

The Assets may not 
be sold to an insider 
or affiliate of the 
Debtor, an insider of 
an insider of the 
Debtor or partners, 
or co-owners / joint 
ventures with an 
insider of an affiliate 
of the Debtor.  The 
proposed cure will 
insure that neither 
Harrington, nor any 
person or entity 
related to, partners 
with, joint ventures 
with nor investors 
with Harrington, or 
any entity owned or 
controlled by him 
will own the Assets 
or operate the 
Assets. 

See Exhibit 1 
regarding the Logan 
Beard #3-25 well 
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4. Joint Operating 
Agreement 
regarding the 
Baxter Ashford 
#1-26 well (35-
069-20084) 

Total amount 
of unused or 
mis-used pre-
payments paid 
to the Debtor 
pre-petition for 
the Baxter 
Ashford #1-26 
well. 

Total amount 
of revenues 
owed from the 
production of 
the Baxter 
Ashford #1-26 
well.  

Allowance of the 
Cure Amount as a 
general unsecured 
claim. 

The Assets may not 
be sold to an insider 
or affiliate of the 
Debtor, an insider of 
an insider of the 
Debtor or partners, 
or co-owners / joint 
ventures with an 
insider of an affiliate 
of the Debtor.  The 
proposed cure will 
insure that neither 
Harrington, nor any 
person or entity 
related to, partners 
with, joint ventures 
with nor investors 
with Harrington, or 
any entity owned or 
controlled by him 
will own the Assets 
or operate the 
Assets. 

See Exhibit 1 
regarding the Baxter 
Ashford #1-26 well 

5. Joint Operating 
Agreement 
regarding the 
Baxter Ashford 
#2-26 well (35-
069-20087) 

Total amount 
of unused or 
mis-used pre-
payments paid 
to the Debtor 
pre-petition for 
the Baxter 
Ashford #2-26 
well. 

Total amount 
of revenues 
owed from the 
production of 
the Baxter 
Ashford #2-26 
well.  

Allowance of the 
Cure Amount as a 
general unsecured 
claim. 

The Assets may not 
be sold to an insider 
or affiliate of the 
Debtor, an insider of 
an insider of the 
Debtor or partners, 
or co-owners / joint 
ventures with an 
insider of an affiliate 
of the Debtor.  The 
proposed cure will 
insure that neither 
Harrington, nor any 

See Exhibit 1 
regarding the Baxter 
Ashford #2-26 well 
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person or entity 
related to, partners 
with, joint ventures 
with nor investors 
with Harrington, or 
any entity owned or 
controlled by him 
will own the Assets 
or operate the 
Assets. 

6. Joint Operating 
Agreement 
regarding the 
Douglas 
Harrington #1-26 
well (35-069-
20153) 

Total amount 
of unused or 
mis-used pre-
payments paid 
to the Debtor 
pre-petition for 
the Douglas 
Harrington #1-
26 well. 

Total amount 
of revenues 
owed from the 
production of 
the Douglas 
Harrington #1-
26 well.  

Allowance of the 
Cure Amount as a 
general unsecured 
claim. 

The Assets may not 
be sold to an insider 
or affiliate of the 
Debtor, an insider of 
an insider of the 
Debtor or partners, 
or co-owners / joint 
ventures with an 
insider of an affiliate 
of the Debtor.  The 
proposed cure will 
insure that neither 
Harrington, nor any 
person or entity 
related to, partners 
with, joint ventures 
with nor investors 
with Harrington, or 
any entity owned or 
controlled by him 
will own the Assets 
or operate the 
Assets. 

See Exhibit 1 
regarding the 
Douglas Harrington 
#1-26 well 

7. Joint Operating 
Agreement 
regarding the 
Frances Duke #1-
26 well (35-069-
20086) 

Total amount 
of unused or 
mis-used pre-
payments paid 
to the Debtor 
pre-petition for 
the Frances 

Allowance of the 
Cure Amount as a 
general unsecured 
claim. 

The Assets may not 
be sold to an insider 

See Exhibit 1 
regarding the Frances 
Duke #1-26 well 
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Duke #1-26 
well. 

Total amount 
of revenues 
owed from the 
production of 
the Frances 
Duke #1-26 
well.  

or affiliate of the 
Debtor, an insider of 
an insider of the 
Debtor or partners, 
or co-owners / joint 
ventures with an 
insider of an affiliate 
of the Debtor.  The 
proposed cure will 
insure that neither 
Harrington, nor any 
person or entity 
related to, partners 
with, joint ventures 
with nor investors 
with Harrington, or 
any entity owned or 
controlled by him 
will own the Assets 
or operate the 
Assets. 

8. Joint Operating 
Agreement 
regarding the Oil 
Creek #1 well (35-
069-20078) 

Total amount 
of unused or 
mis-used pre-
payments paid 
to the Debtor 
pre-petition for 
the Oil Creek 
#1 well. 

Total amount 
of revenues 
owed from the 
production of 
the Oil Creek 
#1 well. 

Allowance of the 
Cure Amount as a 
general unsecured 
claim. 

The Assets may not 
be sold to an insider 
or affiliate of the 
Debtor, an insider of 
an insider of the 
Debtor or partners, 
or co-owners / joint 
ventures with an 
insider of an affiliate 
of the Debtor.  The 
proposed cure will 
insure that neither 
Harrington, nor any 
person or entity 
related to, partners 
with, joint ventures 
with nor investors 
with Harrington, or 
any entity owned or 
controlled by him 

See Exhibit 1 
regarding the Oil 
Creek #1 well 
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will own the Assets 
or operate the 
Assets. 

9. Joint Operating 
Agreement 
regarding the 
Randolph Lake 
#1-26 well (35-
069-20085) 

Total amount 
of unused or 
mis-used pre-
payments paid 
to the Debtor 
pre-petition for 
the Randolph 
Lake #1-26 
well. 

Total amount 
of revenues 
owed from the 
production of 
the Randolph 
Lake #1-26 
well. 

Allowance of the 
Cure Amount as a 
general unsecured 
claim. 

The Assets may not 
be sold to an insider 
or affiliate of the 
Debtor, an insider of 
an insider of the 
Debtor or partners, 
or co-owners / joint 
ventures with an 
insider of an affiliate 
of the Debtor.  The 
proposed cure will 
insure that neither 
Harrington, nor any 
person or entity 
related to, partners 
with, joint ventures 
with nor investors 
with Harrington, or 
any entity owned or 
controlled by him 
will own the Assets 
or operate the 
Assets. 

See Exhibit 1 
regarding the 
Randolph Lake #1-
26 well 

10. Joint Operating 
Agreement 
regarding the 
Logan Beard #1-
31 well (35-095-
20635) 

Total amount 
of unused or 
mis-used pre-
payments paid 
to the Debtor 
pre-petition for 
the Logan 
Beard #1-31 
well. 

Total amount 
of revenues 
owed from the 
production of 

Allowance of the 
Cure Amount as a 
general unsecured 
claim. 

The Assets may not 
be sold to an insider 
or affiliate of the 
Debtor, an insider of 
an insider of the 
Debtor or partners, 
or co-owners / joint 
ventures with an 
insider of an affiliate 

See Exhibit 1 
regarding the Logan 
Beard #1-31 well 
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the Logan 
Beard #1-31 
well. 

of the Debtor.  The 
proposed cure will 
insure that neither 
Harrington, nor any 
person or entity 
related to, partners 
with, joint ventures 
with nor investors 
with Harrington, or 
any entity owned or 
controlled by him 
will own the Assets 
or operate the 
Assets. 

11. Joint Operating 
Agreement 
regarding the 
Shannon Barker 
#1-31 well (35-
095-20494) 

Total amount 
of unused or 
mis-used pre-
payments paid 
to the Debtor 
pre-petition for 
the Shannon 
Barker #1-31 
well. 

Total amount 
of revenues 
owed from the 
production of 
the Shannon 
Barker #1-31 
well. 

Allowance of the 
Cure Amount as a 
general unsecured 
claim. 

The Assets may not 
be sold to an insider 
or affiliate of the 
Debtor, an insider of 
an insider of the 
Debtor or partners, 
or co-owners / joint 
ventures with an 
insider of an affiliate 
of the Debtor.  The 
proposed cure will 
insure that neither 
Harrington, nor any 
person or entity 
related to, partners 
with, joint ventures 
with nor investors 
with Harrington, or 
any entity owned or 
controlled by him 
will own the Assets 
or operate the 
Assets. 

See Exhibit 1 
regarding the 
Shannon Barker #1-
31 well 

12. Joint Operating 
Agreement 
regarding the 

Total amount 
of unused or 
mis-used pre-

Allowance of the 
Cure Amount as a 
general unsecured 

See Exhibit 1 
regarding the Burtle 
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Burtle Duncan #1-
35 well (35-095-
20495) 

payments paid 
to the Debtor 
pre-petition for 
the Burtle 
Duncan #1-35 
well. 

Total amount 
of revenues 
owed from the 
production of 
the Burtle 
Duncan #1-35 
well. 

claim. 

The Assets may not 
be sold to an insider 
or affiliate of the 
Debtor, an insider of 
an insider of the 
Debtor or partners, 
or co-owners / joint 
ventures with an 
insider of an affiliate 
of the Debtor.  The 
proposed cure will 
insure that neither 
Harrington, nor any 
person or entity 
related to, partners 
with, joint ventures 
with nor investors 
with Harrington, or 
any entity owned or 
controlled by him 
will own the Assets 
or operate the 
Assets. 

Duncan #1-35 well 

13. Joint Operating 
Agreement 
regarding the 
Randolph Bottom 
#1-35 well (35-
095-20488) 

Total amount 
of unused or 
mis-used pre-
payments paid 
to the Debtor 
pre-petition for 
the Randolph 
Bottom #1-35 
well. 

Total amount 
of revenues 
owed from the 
production of 
the Randolph 
Bottom #1-35 
well. 

Allowance of the 
Cure Amount as a 
general unsecured 
claim. 

The Assets may not 
be sold to an insider 
or affiliate of the 
Debtor, an insider of 
an insider of the 
Debtor or partners, 
or co-owners / joint 
ventures with an 
insider of an affiliate 
of the Debtor.  The 
proposed cure will 
insure that neither 
Harrington, nor any 
person or entity 
related to, partners 
with, joint ventures 

See Exhibit 1 
regarding the 
Randolph Bottom 
#1-35 well 
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with nor investors 
with Harrington, or 
any entity owned or 
controlled by him 
will own the Assets 
or operate the 
Assets. 

14. Joint Operating 
Agreement 
regarding the 
Logan Beard #1-
36 well (35-095-
20490) 

Total amount 
of unused or 
mis-used pre-
payments paid 
to the Debtor 
pre-petition for 
the Logan 
Beard #1-36 
well. 

Total amount 
of revenues 
owed from the 
production of 
the Logan 
Beard #1-36 
well. 

Allowance of the 
Cure Amount as a 
general unsecured 
claim. 

The Assets may not 
be sold to an insider 
or affiliate of the 
Debtor, an insider of 
an insider of the 
Debtor or partners, 
or co-owners / joint 
ventures with an 
insider of an affiliate 
of the Debtor.  The 
proposed cure will 
insure that neither 
Harrington, nor any 
person or entity 
related to, partners 
with, joint ventures 
with nor investors 
with Harrington, or 
any entity owned or 
controlled by him 
will own the Assets 
or operate the 
Assets. 

See Exhibit 1 
regarding the Logan 
Beard #1-36 well 

15. Joint Operating 
Agreement 
regarding the 
Logan Beard #2-
36 well (35-095-
20619) 

Total amount 
of unused or 
mis-used pre-
payments paid 
to the Debtor 
pre-petition for 
the Logan 
Beard #2-36 
well. 

Allowance of the 
Cure Amount as a 
general unsecured 
claim. 

The Assets may not 
be sold to an insider 
or affiliate of the 
Debtor, an insider of 
an insider of the 

See Exhibit 1 
regarding the Logan 
Beard #2-36 well 
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Total amount 
of revenues 
owed from the 
production of 
the Logan 
Beard #2-36 
well. 

Debtor or partners, 
or co-owners / joint 
ventures with an 
insider of an affiliate 
of the Debtor.  The 
proposed cure will 
insure that neither 
Harrington, nor any 
person or entity 
related to, partners 
with, joint ventures 
with nor investors 
with Harrington, or 
any entity owned or 
controlled by him 
will own the Assets 
or operate the 
Assets. 

16. Joint Operating 
Agreement 
regarding the 
Logan Beard #3-
36 well (35-095-
20634) 

Total amount 
of unused or 
mis-used pre-
payments paid 
to the Debtor 
pre-petition for 
the Logan 
Beard #3-36 
well. 

Total amount 
of revenues 
owed from the 
production of 
the Logan 
Beard #3-36 
well. 

Allowance of the 
Cure Amount as a 
general unsecured 
claim. 

The Assets may not 
be sold to an insider 
or affiliate of the 
Debtor, an insider of 
an insider of the 
Debtor or partners, 
or co-owners / joint 
ventures with an 
insider of an affiliate 
of the Debtor.  The 
proposed cure will 
insure that neither 
Harrington, nor any 
person or entity 
related to, partners 
with, joint ventures 
with nor investors 
with Harrington, or 
any entity owned or 
controlled by him 
will own the Assets 
or operate the 

See Exhibit 1 
regarding the Logan 
Beard #3-36 well 
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Assets. 

17. To the extent that 
it is an executory 
contract, that 
certain Exploration 
Agreement dated 
August 1, 1996 
titled Exploration 
Agreement (S.W. 
Tishomingo 
Prospect) 

There are no 
known 
monetary 
defaults under 
the Exploration 
Agreement. 

To the extent that the 
purchaser of the 
Assets is also a party 
to the Exploration 
Agreement (Thunder 
and Thunder’s 
financial backers are 
parties), the AMI 
inside of the 
Exploration 
Agreement will be 
honored as to the 
Assets purchased 

See Exhibit 1.  All 
current parties to the 
Exploration 
Agreement are also 
working interest 
owners in the various 
wells operated by 
Continental in 
southern Oklahoma; 
however, not all 
working interest 
owners in the various 
wells are parties to 
the Exploration 
Agreement 

18. To the extent that 
it is an executory 
contract, the 
existing written 
Surface 
Agreement with 
landowner/surface 
owner regarding 
the Logan Beard 
#1-25 well to the 
extent that such 
agreement exists. 

There are no 
defaults under 
any written 
Surface 
Agreement 
regarding the 
Logan Beard 1-
25 well. 

The purchaser will 
continue to abide by 
the terms of the 
written Surface 
Agreement (if any) 
regarding the Logan 
Beard 1-25 well. 

Logan Beard 

19. To the extent that 
it is an executory 
contract, the 
existing written 
Surface 
Agreement with 
landowner/surface 
owner regarding 
the Baxter Ashford 
1-26 well to the 
extent that such 
agreement exists. 

There are no 
defaults under 
any written 
Surface 
Agreement 
regarding the 
Baxter Ashford 
1-26 well. 

The purchaser will 
continue to abide by 
the terms of the 
written Surface 
Agreement (if any) 
regarding the Baxter 
Ashford 1-26 well. 

Richard Cooper 
9714 State Highway 
3W 
Ada, OK 74820 

20. To the extent that 
it is an executory 
contract, the 

There are no 
defaults under 
any written 

The purchaser will 
continue to abide by 
the terms of the 

Richard Cooper 
9714 State Highway 
3W 
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existing written 
Surface 
Agreement with 
landowner/surface 
owner regarding 
the Baxter Ashford 
2-26 well to the 
extent that such 
agreement exists. 

Surface 
Agreement 
regarding the 
Baxter Ashford 
2-26 well. 

written Surface 
Agreement (if any) 
regarding the Baxter 
Ashford 2-26 well. 

Ada, OK 74820 

21. To the extent that 
it is an executory 
contract, the 
existing written 
Surface 
Agreement with 
landowner/surface 
owner regarding 
the Douglas 
Harrington 1-26 
well to the extent 
that such 
agreement exists. 

There are no 
defaults under 
any written 
Surface 
Agreement 
regarding the 
Douglas 
Harrington 1-
26 well. 

The purchaser will 
continue to abide by 
the terms of the 
written Surface 
Agreement (if any) 
regarding the 
Douglas Harrington 
1-26 well. 

Douglas Harrington 
1812 Wyndcliff 
Drive 
Richardson, TX 
75002 

22. To the extent that 
it is an executory 
contract, the 
existing written 
Surface 
Agreement with 
landowner/surface 
owner regarding 
the Francis Duke 
1-26 well to the 
extent that such 
agreement exists. 

There are no 
defaults under 
any written 
Surface 
Agreement 
regarding the 
Francis Duke 
1-26 well. 

The purchaser will 
continue to abide by 
the terms of the 
written Surface 
Agreement (if any) 
regarding the Francis 
Duke 1-26 well. 

Francis Duke 
521 N.W. 34th Street 
Oklahoma City, OK 
73118 

23. To the extent that 
it is an executory 
contract, the 
existing written 
Surface 
Agreement with 
landowner/surface 
owner regarding 
the Oil Creek 1 
well to the extent 

There are no 
defaults under 
any written 
Surface 
Agreement 
regarding the 
Oil Creek 1 
well. 

The purchaser will 
continue to abide by 
the terms of the 
written Surface 
Agreement (if any) 
regarding the Oil 
Creek 1 well. 

Baxter Joe Ashford 
Rt. 1, Box 560 
Ada, OK 74820 
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that such 
agreement exists. 

24. To the extent that 
it is an executory 
contract, the 
existing written 
Surface 
Agreement with 
landowner/surface 
owner regarding 
the Randolph Lake 
1-26 well to the 
extent that such 
agreement exists. 

There are no 
defaults under 
any written 
Surface 
Agreement 
regarding the 
Randolph Lake 
1-26 well. 

The purchaser will 
continue to abide by 
the terms of the 
written Surface 
Agreement (if any) 
regarding the 
Randolph Lake 1-26 
well. 

United States of 
America 
c/o Oklahoma 
Department of 
Wildlife 
ATTN: Dakota Cagle 
P.O. Box 53465 
Oklahoma City, OK 
73152 

25. To the extent that 
it is an executory 
contract, the 
existing written 
Surface 
Agreement with 
landowner/surface 
owner regarding 
the Shannon 
Barker 1-31 well 
to the extent that 
such agreement 
exists. 

There are no 
defaults under 
any written 
Surface 
Agreement 
regarding the 
Shannon 
Barker 1-31 
well. 

The purchaser will 
continue to abide by 
the terms of the 
written Surface 
Agreement (if any) 
regarding the 
Shannon Barker 1-31 
well. 

Gary & Shannon 
Barker 
P.O. Box 573 
Madill, OK 73446 

26. To the extent that 
it is an executory 
contract, the 
existing written 
Surface 
Agreement with 
landowner/surface 
owner regarding 
the Burtle Duncan 
1-35 well to the 
extent that such 
agreement exists. 

There are no 
defaults under 
any written 
Surface 
Agreement 
regarding the 
Burtle Duncan 
1-35 well. 

The purchaser will 
continue to abide by 
the terms of the 
written Surface 
Agreement (if any) 
regarding the Burtle 
Duncan 1-35 well. 

Burtle Duncan 
Rt. 2, Box 355 
Madill, OK 73446 

27. To the extent that 
it is an executory 
contract, the 
existing written 

There are no 
defaults under 
any written 
Surface 

The purchaser will 
continue to abide by 
the terms of the 
written Surface 

Burtle Duncan 
Rt. 2, Box 355 
Madill, OK 73446 
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Surface 
Agreement with 
landowner/surface 
owner regarding 
the Randolph 
Bottom 1-35 well 
to the extent that 
such agreement 
exists. 

Agreement 
regarding the 
Randolph 
Bottom 1-35 
well. 

Agreement (if any) 
regarding the 
Randolph Bottom 1-
35 well. 

28. To the extent that 
it is an executory 
contract, the 
existing written 
Surface 
Agreement with 
landowner/surface 
owner regarding 
the Logan Beard 
1-36 well to the 
extent that such 
agreement exists. 

There are no 
defaults under 
any written 
Surface 
Agreement 
regarding the 
Logan Beard 1-
36 well. 

The purchaser will 
continue to abide by 
the terms of the 
written Surface 
Agreement (if any) 
regarding the Logan 
Beard 1-36 well. 

Logan Beard 
P.O. Box 128 
Madill, OK 73446 

29. Purchase 
Agreement for Oil 
with Vitol, Inc. 

There are no 
defaults under 
the Purchase 
Agreement 
with Vitol, Inc. 

The purchaser of the 
Assets will continue 
to abide by the terms 
of the Purchase 
Agreement with 
Vitol, Inc. 

Vitol, Inc. 

30. Purchase 
Agreement for Gas 
with Targa 
Pipeline Mid-
Continent, LLC 

There are no 
defaults under 
the Purchase 
Agreement 
with Targa 
Pipeline Mid-
Continent, 
LLC 

The purchaser of the 
Assets will continue 
to abide by the terms 
of the Purchase 
Agreement with 
Targa Pipeline Mid-
Continent, LLC 

Targa Pipeline Mid-
Continent, LLC 
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