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IN THE UNITED STATES BANKRUPTCY COURT TABLE OF CONTENTS
FOR THE WESTERN DISTRICT OF OKLAHOM A
A. JURISDICTION AND VENUE ........... 2
IN RE:
Case No. 21-10840-SAH B. BACKGROUND .....ccooevrericrircerrnnncns :: 2
DORCHESTER RESOURCES, L.P., (Chapter 11)
Debtor. C. RELIEF REQUESTED........ccceceerienenee SHERARINE o oo SHTE - SHESERTED o5 4
SECOND AMENDED MOTION FOR ORDER (A) ESTABLISHING BIDDING e R s e 10
PROCEDURES, (B) MANNER AND FORM OF NOTICE FOR SALE OF A E. LEGAL AUTHORITY ... _ 16

SIGNIFICANT PORTION OF DEBTOR’S ASSETS (C) SCHEDULING DATES

FOR AN AUCTION, AND (D) AUTHORIZING AND APPROVING THE FORM

OF A STALKING HORSE ASSET PURCHASE AGREEMENT, WITH BRIEF,
WITH NOTICE OF OPPORTUNITY FOR HEARING

NOTICE OF OPPORTUNITY FOR HEARING

Your rights may be affected. You should read this document
carefully and consult your attorney about your rights and the
effect of this document. If you do not want the Court to grant the
requested relief, or you wish to have your views considered, you
must file a written response or objection to the requested relief
with the Clerk of the United States Bankruptcy Court for the
Western District of Oklahoma, 215 Dean A, McGee Avenue,
Oklahoma City, OK 7310?. no later than 14 days from the date
of filing of this request for relief. You should also serve a file-
stamped copy of your response or objection to the undersigned
movant/movant’s attorney [and others who are required to be
served] and file a certificate of service with the Court. If no
response or objection is timely filed, the Court may grant the
requested relief without a hearing or further notice.

The 14-day period includes the three (3) days allowed for
mailing provided for in Bankruptcy Rule 9006(f).

ook o ok o o R oK oK
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(iii) marketing and transporting oil, gas and other hydrocarbons; and (iv) investing in or
being connected with entities engaged in the oil and gas business.

5. Debtor’s business has declined due to long term pricing declines, as well as
the depression of energy prices during the past 12 months, in part as a result of the
COVID-19 pandemic and the related quarantines, travel restrictions, and reduced
manufacturing outputs. Further, production in certain areas in which Debtor holds
interests may be economical for the operator, but is uneconomical for Debtor and other
non-operating interest owners in light of the current pricing environment and low
production volumes. Therefore, Debtor cannot continue in its business or rehabilitate its
operations.

6. The only way for Debtor to realize any value for its assets is to sell the
assets identified on the purchase agreement described below (the “Designated Assets”).

7. Prior to filing bankruptcy, Debtor entered into an Asset Purchase
Agreement (the “Purchase Agreement”) with DRII, LLC (together with its successors and
assigns, the “Stalking Horse Purchaser”), under which Stalking Horse Purchaser will
acquire the Designated Assets for the pase purchase price of $10,000,000.00 (the
“Purchase Price”), plus the assumption of certain agreements of the Debtor which amount
to over $800,000.00, subject to certain adjustments and carve-outs upon Bankruptcy
Court approval of the transaction (the “Sale”).

8. A copy of the Purchase Agreement is attached hereto as Exhibit 1.

12.  Capitalized terms used in this Bidding Procedures Motion without

detinition have the meanings given to them in the proposed Bidding Procedures Order.

Case: 21-10840 Doc: 64  Filed: 04/15/21 Page: 6 of 22

13.  In addition to this Motivn, Debtor has filed, or will shortly file, a Motion
Jor an Order (4) Approving the Sale of the Assets Free and Clear of All Liens, Claims,
Encumbrances, and Interests to the Winning Bidders; and (B) Authorizing the
Assumption and Assignment of Certain Executory Contracts and Unexpired Leases of the
Debtor and Notice of Opportunity for Hearing (the “Sale Motion”).

14. The procedures governing the Sale will be governed by the Bidding
Procedures Order sought by this Bidding Procedures Motion, establishing certain stalking
horse bidding and sale procedures for the proposed Sale of the Designated Assets.

15. The Purchase Agreement provides for the sale and transfer of the
Designated Assets free and clear of all liens, claims, encumbrances and other interests
pursuant to 11 U.S.C. § 363(b) and (f). The Designated Assets do not include cash,
accounts, avoidance actions or other claims and causes of action belonging to the

Debtor's estate.

C. Relief Requested.

16.  This Bidding Procedures Motion seeks approval of the form of the
Purchase Agreement; however, the request for authority to consummate the Sale is
requested pursuant to the Sale Motion.

17.  Regarding this Bidding Procedures Motion, the Debtor requests that the
Court enter the proposed Bidding Procedures Order:

(a.) Granting and approving (i) the relief requested in this Bidding Procedures

Motion as it relates to the Bidding Procedures; (ii) the Bid Protections (as defined in the



e (1) ‘203931 9y} Jo ases] pandxaun 10 19eNUCO A101N29X9 Auk 01 sanrediaymod (e (f)
‘Aue J1 “sopnuuIo]y Ay o} [asunod (1) izpgz oy Avdnoueg o1 uensmd ao110u paisanbax
aAry oym Jsasequr ut sered (B (y) (20uJo sAswiony sanelS paup) d (8) isiopusdy
pamoas uonnadisod pue uonnederd Aue 01 [asunoo () ‘eseyomg SS10Y Suryel§ Sul
0} [2sunos (3) ‘Aradord Tear sasea] 10 sumo J01qa AU ISYM SUOHOIpSLMI ay1 ul s310usse
[EIUSWUOIIAUS [E00] pue 3jels 3yl (p) ‘UOUON Sy Aq paisanbar jarfe1 sy ur sl
umowy AUe oAy JO 19SSy paleuBisa(] 9y Jo diusIoumoO S I01qs( AUl M UOLIIUUOd
Ul “9SIMISUJ0 IO JUFUNTU0D ‘SWIe[d dABY ABUI ‘5)asSy PIBUTISa(] S JO 9[eS 3Y) JO I Nsal e
SE 181} SANLOYINE [EJUSUNISAOS 1810 AUB JO $301]JO SUIPIOSAI 10 I01q3(T St JO SSULIOYINE
Azoteingal pue Surxe) [E00[ PUE S1EIS “[eraps] a[qeorjdde [re (o) ‘esisni], so1EI§ PAU( Y1
30 2130 3y (q) ‘s19ssy pareuBisa(g 2t Jo uonod Aue 10 [[B I0 101G3(] SY) IsuTESe pPI0dal
JO 20URIQUINOUR JO ISAIUT ‘S ‘wred {(3saoul AJumoas Aue JuIpn[oul) USI| B 1I3sse
01 J01G3(] Y3 0} UMOD] [SUNOJ 11911 10 SIONPAId [[e (&) :Sumof[o} ay; 0} ‘predaid oFeisod
[reW SSB[O-1SI] £q JUaS 2q 0} 2INON O[S Y1 3SNLd [[IM 10193 Yl ‘15pI() SIINPID0Id
Suippig sy jo Anus 1aye sAep ssauisnq () SAIJ 210Joq Jo uo Jey) Suapig  (Y)
‘papmo  (3)

-Kep swes 2y} uo (dwr] jenua)) Surjreasd) ‘wr-d (:f UBY] ISIB] OU PIAIIIAI 3q
0] SB 0S “@SBD [DEB3 Ul ‘93JSTL] SI)BIS Pau() 3y} JO 391JO 1 (Al) PUB (7] €L BWOURRIO
‘KD BWOUEPQ ‘08¢ NG ‘anueAy Aempeorg ‘N 001 “O7ITd WUNQ Led ‘LIdd Y
[PBYDTIA] “Iaseyomd 2sIoH Sunylel§ Ayl I0] [asuncd (11T) (AUB JI ‘23])IUIUI0Y) S 03 [9SUN0o

(I ‘911¢L PWOURP[Q ‘A1) BWOUETIO ‘009 AN 921§ PIEY "M'N [0€ “O'TTd

Zcjogiabed TZ/ST/HO P84 $9:00Q  OVBOT-TZ :@seD

‘dnoin me ussusuy)) 10199 Y1 JoJ [osunod (1) uodn paaIas aq (o) pue :( surpeaq
uonsalqO 9[es,, JYl) UIeIsd AEp B UO ‘BWOUER|Q JO IOWISKT WIBISop S 10] o)
Aoydnryueq ss1el1S§ Pl 94} JO SA[MY [BI0] PUB SA[MY Aojdnojueq oy ‘yiim S0UBPIOddE
ur payiy 3q pue “fiat A[dwos (q) Sunum ur aq (B) ;1SN UOOJA S2INPad0d 3uippig iyl
ur paysanbar Jar[ar sayio Aue 10 3[eS 9yl 01 ‘Aue J1 ‘suonoalqo 1eyl Sunepin  (F)
'JO213Y1 30110U ap1Aaoid 01 10193 I ( Sulresy ofes,, oY1) (SWIL], [eNUL
Surreaad) “we (g6 1 [ZOT ‘b SUN[ UO LUNOD) Yl 2J0J3q P[Y 8q 0] ‘S}[NS3I UOnone
Aue pue UOBOJA 9[eS U3 I2pIsuod 0} Juwresy dwoydsrs) ‘feury & Suusply  ('9)
"SO3JIAUI JAY10 PUB I3SBYDINJ ISIOF SUL{[EIS Y JOJ [aSUN0D ‘9sed SIy} ut pajurodde
SIONPAIO PAINJISUN JO ITYIIIIOD [RIDIJO AUB ‘I9SEYdINg 9SIOH Sumi[elg Syl ‘01 pajiuI|
j0u nq ‘Surpnour ‘(19pIQ) SIINPJ0IJ SuIpplg Syl Ul PSUYSP Se) S13pprg payiend)
ITe AJ110U [[eYS J0)G3(] Y} Se Sw) puk 29e[d IS0 Yons Io ‘[asunod §,10193(J 10 13Uy
a1 Jo s3oyJo a1 Je (il ], [enua)) Surfreaaid) “wr'e 00:Q I8 ‘(70T ‘81 QUN[ UO ‘SaMPadoid
Surppig ay) yim aouerduros ur ‘aoeid axel [[eys uonony 2y jey; Suuepi)  (p)
'SaImpa001g SuIppIg Sy} I}IM SOUBPIOOIE UI UOLONY UE
Sunonpuoo Aq ju2weaIIy aseyomy oYy} Aq pare[dusiuod SUORIESURI) S OJUl J3JUS pUB
§195SY PalRUSISI(T UTBLILD JO (S2[BS 10) J[es B ansInu J) 10)q(J Sutrzuoyiny  (*9)
‘Sampa2014 Suipplg 2y} Juswa[dw 0} ATRSSI03U SUONOR

e pue Ate aye] 0] 101q9(] Surzuoyne pue ‘AJaInue IIdY) Ul “I9pi() SSINpadsold Juipprg

o o1 T IIQIYX] Se payoeNe oIe ydIym  ‘saIpasold Suipprg,, oyl Suraorddy  (-q)
*(M073q paulyap se) uonany 2yl (Al) pue ‘ssasord

afes ay1 01 10adsar yum aomoun pue Julnpayos Ap (1) {I9pIQ sampadolg Suippig

2z ot @bed  TE/ST/HOPAlld  $9:000  OY8OT-TZ :8sed



Case: 21-10840 Doc: 64 Filed: 04/15/21 Page: 9 of 22

other known creditors and interest holders of Debtor; and (1) all potential bidders
previously identified or otherwise known to the Debtor.

(i)  Order that the Auction and/or Sale Hearing may be continued, by the
Debtor, from time to time, with the consent of the Stalking Horse Purchaser (which
consent will not unreasonably be withheld), without further notice to creditors or other
parties in interest other than by anvcuncement of said continuance before the Court on
the date scheduled for such hearing.

() Order that the Bid Protections and Sections 13 and 15 of the Purchase
Agreement are hereby approved, authorized and binding upon the Debtor and its estate.

(k.)  Order that the Debtor’s obligation to pay the Bid Protections shall survive
termination of the Purchase Agreement and shall constitute a superpriority administrative
expense claim in favor of the Stalking Horse Purchaser having superpriority under (i)
section 364(c) of the Bankruptcy Code over any and all administrative expenses of the
kind specified in sections 503(b) and 507(c) of the Bankruptcy Code and (ii) sections
503(b)(1)(A) and 507(a)(2), and shall be senior to any and all claims of any creditors of
or holders of equity interests in Seller, including prepetition and postpetition amounts
owing to Seller’s prepetition and postpetition senior secured lenders, and which, in
accordance with the bidding procedures, shall be a “carve out” from the collateral
securing the obligations owed to the Debtor’s prepetition and postpetition senior secured
lenders (provided a sale closes at a purchase price of $10,000,000.00 or higher) and
which shall be payable solely as provided in the Purchase Agreement. To the extent that

the Stalking Horse Purchaser is not the Successful Bidder, other than as a result of breach

Case: 21-10840 Doc: 64 Filed: 04/15/21 Page: 10 of 22

of the Stalking Horse Purchaser’s obligations under the Purchase Agreement, the Stalking
Horse Purchaser is entitled to receive, and the Seller is hereby authorized and directed to
promptly pay the Bid Protections directly to the Stalking Horse Purchaser by wire
transfer of immediately available gcod funds to an account specified by the Stalking
Horse Purchaser at the Closing of any Successful Overbid Transaction for an amount
equal to or greater than $10,250,000.00 with the Successful Bidder; provided, however,
that for the avoidance of any doubt, the Seller shall pay the Bid Protections to the
Stalking Horse Purchaser solely from the proceeds it receives from the Successful Bidder
in accordance with the terms of the Purchase Agreement.

(L)  Ordering that, except for the Stalking Horse Purchaser, no other party
submitting an offer or Bid for the Designated Assets or a Qualified Bid for the
Designated Assets shall be entitled to any expense reimbursement or breakup,
termination or similar fee or payment.

(m.) Ordering that, except as otherwise provided in the Purchase Agreement or
this Bidding Procedures Order, the Debtor’s rights are reserved, as it may reasonably
determine to be in the best interests of iis estate, in consultation with Simmons Bank and
the Committee, if any, to: (a) determine which bidders are Qualified Bidders; (b)
determine which Bids are Qualified Bids; (¢) determine which Qualified Bid is the
highest and best proposal and which is the next highest and best proposal; (d) reject any
Bid (other than the Stalking Horse Bid) that is (i) inadequate or insufficient; (ii) not in
conformity with the requirements of the Bidding Procedures or the requirements of the

Bankruptcy Code; or (iii) contrary to the best interests of the Debtor and its estate; (e)
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21.  The terms of the Purchase Agreement and the Bidding Procedures for
which this Bidding Procedures Motion seeks approval are presented in good faith.

22.  Accordingly, Debtor requests approval of a competitive bidding process
that includes Stalking Horse Purchaser protection provisions and other specific bidding
procedures typical for transactions of this nature, all of which are designed to ensure a
fair and efficient process that will facilitate the submission of easily comparable Bids
while at the same time providing the Stalking Horse Purchaser with reasonable
protections for assuming the role of a prequalified purchaser of the Designated Assets.
The primary proposed Bidding Procedures are summarized herein.

23.  The Debtor seeks apprc val for the payment of a fee (the "Breakup Fee") to
Stalking Horse Purchaser in the amount of $200,000.00, and payment of up to $50,000.00
in reimbursement of proven legal and due diligence expenses (the *“Expense
Reimbursement™), in the event that the Court approves the Purchase Agreement with
Stalking Horse Purchaser and the Designated Assets are then sold to another purchaser
for a higher price, all as more fully described in the Purchase Agreement. The purpose of
the Breakup Fee and Expense Reimbursement is: (a) to induce Stalking Horse Purchaser
to incur the cost associated with its due diligence; (b) *~ rei-1burse the Stalking Horse
Purchaser for the legal and other expenses it has incurred and will continue to incur in
connection with the proposed Sale; and (c) to compensate Stalking Horse Purchaser for
the substantial time and effort it has expended and will continue to expend as a
prequalified purchaser to establish a safety net against which competing Bids can be

measured. The Breakup Fee and Expense Reimbursement are the Stalking Horse
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Purchaser's exclusive remedy in the event a sale is consummated with a party other than
the Stalking Horse Purchaser as contemplated in the Purchase Agreement.

24.  The Breakup Fee and Expense Reimbursement represent only 2% of the
$10,000,000.00 Purchase Price, and are, therefore, well within the range of reasonable
fees that have been approved by courts in connection with similar transactions.
Moreover, the increased Purchase Price required of the next highest Bid will offset the
Breakup Fee and Expense Reimbursement payment. Thus, Debtor’s request for approval
of the Breakup Fee and the Expense Reimbursement is an appropriate exercise of
Debtor’s business judgment.

25. The Debtor proposes that any initial competing Bid must be at least
$10,250,000.00 (the “Initial Overbid™).

26.  The purpose of the Initial Overbid amount is two-fold: (i) to protect the
Stalking Horse Purchaser from having its offer topped by a de minimis amount by a
Competing Bidder, who would in effect be piggy-backing on the Stalking Horse
Purchaser's due diligence investigation and other efforts in seeking to acquire the
Designated Assets and (ii) to provide Debtor with funds more than sufficient to cover the
Breakup Fee and Expense Reimbursement payable to the Stalking Horse Purchaser in the
event of a successful overbid.

27.  Further, subsequent competing Bids must be made in increments of not less
than $100,000.00 more than the Initial Overbid.

28.  Any competing Bid must be documented in a form substantially identical to

the Purchase Agreement (except as to purchase price and necessary conforming changes

12
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(d.)  All competing Bids that satisfy these procedures shall be reviewed at the
Auction.

(e.) After the initial competing Bid has been submitted, all subsequent Bids
shall be made in cash increments of not less than $100,000.00. Bidding shall continue
until there are no further Bids, at which time the counsel for Debtor shall close the
bidding process. The successful bidder at the Auction shall become the "Purchaser” for
purposes of the Sale.

(f)  After conclusion of the auction, Debtor shall appear for the telephonic Sale
Hearing described in Paragraph 17(e.) above, to present the Court with the results of the
auction, and shall petition for entry of a final Order granting the Sale Motion.

(g) If the winning bidder fails to consummate the proposed transaction on or
before the Closing Date, Debtor shall be authorized to consummate the proposed sale
transaction with the Stalking Horse Bidder for $10,000,000.00 (the “Backup Purchase
Price”) without the need for an additional hearing or order of Court.

(h.) Provided the Purchase Agreement has not been terminated in accordance
with its terms thereof, in the event that (1) a Competing Bidder other than the Stalking
Horse Purchaser is determined to be the winning bidder at the Sale Hearing; (2) the
winning Bid is approved by the Bankruptcy Court; and (3) Debtor and Competing Bidder
successfully consummate a transaction resulting in the actual sale of the Designated
Assets to said Competing Bidder, the Stalking Horse Bidder shall be entitled to, and shall
receive from the Seller, payment of the Breakup Fee and potential Expense

Reimbursement as set forth in Sections 13 and 16 of the Purchase Agreement.
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31.  Debtor submits that the foregoing bidding procedures provide a fair and
reasonable means of insuring that the Designated Assets are transferred for the highest
and best terms attainable, and that such procedures should be approved by this Court.

E. Legal Authority.

32.  The Debtor seeks entry of an order approving the Bidding Procedures for
the sale of the Designated Assets. The Debtor also seeks authority to pay the Breakup Fee
and the Expense Reimbursement to the Stalking Horse Purchaser as provided in the
Purchase Agreement.

33.  The proposed Bidding Procedures serve the interests of the Debtor, its
estate and creditors. The Bidding Frocedures themselves are fair, reasonable and
productive because they will permit the Debtor to conduct an orderly sale and obtain the
best possible price on acceptable terms for the Designated Assets.

34. The Bidding Procedures have been carefully crafted to ensure that
maximum return is achieved from the sale of the Designated Assets. The Bidding
Procedures will also ensure that all Bids will be comparable by requiring all Bids to be on
substantially the same terms and conditions. If Competing Bidders appear, counsel for
Debtor will need to determine which Bid is the highest and best. The comparability
requirements of the Bidding Procedures will make it possible to accomplish this task.

35. The Bidding Procedures require that potential bidders demonstrate their
capacity to complete the transaction. It would be a serious loss if the Debtor surrendered
its opportunity to sell the Designated Assets to the Stalking Horse Purchaser only to

discover that the Competing Bidder is incapable of consummating the transaction.

16
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Circuit Court of Appeals in its decision in In re O'Brien Environmental Energy. Inc., 181
F.3d 527 (3rd Cir. 1999).

40.  The Breakup Fee and Expense Reimbursement are fair and reasonable in
amount, particularly in view of the Stalking Horse Purchaser’s agreement to serve as a
"safety net” for the bidding process.

41.  The Purchase Agreement was negotiated at arm’s length between the
Debtor and the Stalking Horse Purchaser.

42. By this Bidding Procedures Motion, the Debtor seeks approval of the form
of the Purchase Agreement because the form of the agreement should be approved prior
to the bidding process. Debtor submits the form and content of the Purchase Agreement
is reasonable and customary considering the facts and circumstances in this case.
Therefore, the Debtor requests the Bidding Procedures Order approve the form and
content of the Purchase Agreement.

WHEREFORE, Debtor prays that this Court enter its Order granting the relief

requested above, and for such furthe: relief as the Court deems just and equitable.

Case: 21-10840

Doc: 64 Filed: 04/15/21 Page: 22 of 22

Respectfully Submitted,

/s/ J. Clay Christensen

J. Clay Christensen (OBA # 11789)
Jeffrey E. Tate (OBA #17150)
Jonathan M. Miles (OBA #31152)
Brock Z. Pittman (OBA #32853)
Emily J. Irwin (OBA #33880)
CHRISTENSEN LAW GRoUP, P.L.L.C.
The Parkway Building

3401 N.W. 63" Street, Suite 600
Oklahoma City, Oklahoma 73116
Telephone: (405) 232-2020
Facsimile: (405) 228-1113
clay@christensenlawgroup.com
jeffrey@christensenlawgroup.com
jon@christensenlawgroup.com
brock@christensenlawgroup.com
emily@christensenlawgroup.com

PROPOSED ATTORNEYS FOR DEBTOR
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C. The Debtor’s proposed notice of the Bidding F.ucedures is appropriate and
reasonably calculated to provide all interested parties with timely and proper notice of the
Auction and the sale of certain Assets of the Debtor, the Bidding Procedures to be
employed in connection therewith, and the Sale Hearing.

D. The Debtor has articulated good and sufficient reasons for the Court to: (i)
approve the Bidding Procedures; (ii) set the Sale Hearing and approve the manner of notice
of the Motion and the Sale Hearing; and (iii) with respect to the sale of vartain Assets, grant
certain bid protections as provided in the Purchase Agreement and in this Bidding
Procedures Order.

E. The entry of this Bidding Procedures Order is in the best interests of the
Debtor, its estate, its creditors and other parties in interest.

F. The Bidding Procedures are reasonably designed to maximize the value to
be achieved for the Assets.

G. The Breakup Fee and the Expense Reimbursement (collectively, the “Bid
Protections”) set forth in the Purchase Agreement shall be paid in accordance with the
Purchase Agreement, and (i) if triggered, shall be deemed an actual and necessary cost
and expense of preserving the Debtor’s estate, within the meaning of Sections 364(c)(1)
and 503(b)(1) of the Bankruptcy Code, payable as provided in Section 13 of the Purchase
Agreement; (ii) are of substantial benefit to the Debtor’s estate; (iii) are reasonable and
appropriate in light of the size and nature of the sale and the efforts that have been or will
be expended by the Stalking Horse Purchaser; (iv) was presented in good faith; and (v)
are necessary to ensure that the Stalking Horse Purchaser will continue to pursue its

proposed acquisition of the Assets contemplated by the Purchase Agreement.

Case: 21-10840 Doc: 64-1  Filed: 04/15/21 Page: 4 of 22

H.  The proposed sale of the Assets does not implicate the provisions of section
363(b)(1)(A) of the Bankruptey Code.
IT IS HEREBY ORDERED THAT:

1. The relief requested in the Motion as it relates to the Bidding Procedures, the
Bid Protections, and the scheduling and notice with respect to the sale process, the Auction,
and the Sale Hearing, is granted and approved as set forth in this Bidding Procedures Order.

2. Any and all objections and responses to the Motion that have not been
withdrawn, waived, settled or resolved, and all reservations of rights included therein, are
hereby overruled and denied.

3. The Bidding Procedures, attached hereto as Exhibit 1, are hereby approved
in their entirety. The Debtor is authorized to take any and all actions necessary to implement
the Bidding Procedures.

4. The Debtor may pursue a sale (or sales) of the Assets and enter into the
transactions contemplated by the Purchase Agreement by conducting an Auction in
accordance with the Bidding Procedures.

5. The Auction shall take place on June 18, 2021, at 10:00 a.m. (prevailing
Central Time) at the offices of the Auctioneer or Debtor’s counsel, or such other place and
time as the Debtor shall notify all Qualified Bidders (as defined in the Bidding Procedures
Order), including, but not limited to, the Stalking Horse Purchaser, any official committee
of unsecured creditors appointed in these chapter 11 cases, counsel for the Stalking Horse
Purchaser and other invitees. The Auction shall be conducted in accordance with the

Bidding Procedures.
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obligation to pay the Bid Protections shall survive termination of the Purchase Agreement
and shall constitute a superpriority administrative expense claim in favor of the Stalking
Horse Purchaser having superpriority under (1) section 364(c) of the Bankruptcy Code over
any and all administrative expenses of the kind specified in sections 503(b) and 507(c) of
the Bankruptcy Code and (ii) sections 503(b)(1)(A) and 507(a)(2), and shall be senior to
any and all claims of any creditors of or holders of equity interests in Seller, including
prepetition and postpetition amounts owing to Seller’s prepetition and postpetiion senior
secured lenders, and which, in accordance with the bidding procedures, shall be a “carve
out” from the collateral securing the obligations owed to the Debtor’s prepetition and
postpetition senior secured lenders (provided a sale closes at a purchase price of
$10,000,000.00 or higher) and which shall be payable solely as provided in the Purchase
Agreement. To the extent that the Stalking Horse Purchaser is not the Successful Bidder,
other than as a result of breach of the Stalking Horse Purchaser’s obligations under the
Purchase Agreement, the Stalking Horse Purchaser is entitled to receive, and the Seller is
hereby authorized and directed to promptly pay the Bid Protections directly to the Stalking
Horse Purchaser by wire transfer of immediately available good funds to an account
specified by the Stalking Horse Purchaser at the Closing uf any Successful Overbid
Transaction for an amount equal to or greater than $10,250,000.00 with the Successful
Bidder; provided, however, that for the avoidance of any doubt, the Seller shall pay the Bid
Protections to the Stalking Horse Purchaser solely from the proceeds it receives from the

Successful Bidder-in accordance with the terms of the Purchase Agreement.
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12.  Except for the Stalking Horse Purchaser, no other party submitting an offer
or Bid for the Designated Assets or a Qualified Bid for the Designated Assets shall be
entitled to any expense reimbursement or breakup, termination or similar fee or pavment.

13.  Except as otherwise provided in the Purchase Agreement or this Bidding
Procedures Order, the Debtor’s rights are reserved, as it may reasonably determine to be in
the best interests of its estate, in consultation with Simmons Bank and the Committee, if
any, to: (a) determine which bidders e Qualified Bidders; (b) determine which B:ds are
Qualified Bids; (c) determine which Qualified Bid is the highest and best proposal and
which is the next highest and best proposal; (d) reject any Bid (other than the Stalking
Horse Bid) that is (i) inadequate or insufficient; (ii) not in conformity with the requirements
of the Bidding Procedures or the requirements of the Bankruptcy Code; or (iii) contrary to
the best interests of the Debtor and its estate; (e) remove some or all of the Desiznated
Assets from the Auction to the extent permitted in the Purchase Agreement; (f) waive terms
and conditions set forth herein with respect to all potential bidders; (g) impose additional
terms and conditions with respect to potential bidders; (h) extend the deadlines set forth
herein; (i) postpone the Auction and/or Sale Hearing in open court without further notice;
and (j) modify the Bidding Procedures as they may determine to be in the best interzsts of
the estate.

14.  The Stalking Horse Purchaser shall have standing to contest the Debtor’s
selection of the Successful Bid for the Designated Assets; provided, however, that such
standing shall not be interpreted as an admission by the Debtor or any other parties in

interest that any such contest by the Stalking Horse Purchaser is valid or otherwise has
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EXHIBIT 1
BIDDING PROCEDURES

On April 5, 2021, Dorchester Resources, L.P. (the “Debtor”) filed a motion (the
“Motion”) in the United States Bankruptcy Court for the Western District of Oklahoma
(the “Bankruptcy Court”) seeking, among other things, authority to conduct an auction and
sale of certain Assets (the “Designated Assets™). On , the Bankruptcy
Court entered an order (the “Bidding Procedures Order”), which, among other things,
authorized the Debtor to proceed with its proposed sale and auction process as set forth in
more detail below (the “Bidding Procedures™). Accordingly, the Debtor is soliciting bids
for the Debtor’s Designated Assets as follows:

With respect to the Designated Assets, the Debtor entered into a Stalking Horse
Purchase Agreement by and between DRII, LLC (the “Stalking Horse Purchaser”), and
the Debtor, dated as of April 2, 2021, (the “Purchase Agreement”), a copy of which is
attached to the Motion as Exhibit 1. The Debtor is soliciting bids for the Designated Assets
based on the terms of the Purchase Agreement and, if competing bids are received, the
Debtor will conduct an auction to determine the highest and otherwise best bid for the
Designated Assets.

At the conclusion of the auction process, the Debtor in consultation with Simmons
Bank and the Committee, if any, will determine which bid constitutes the highest and best
offer for the Assets. The purchaser of the Assets may exclude certain of the assets from
the purchase. The unpurchased portion of the Assets shall remain with the Debtor and the
purchase price shall not be reduced by any failure or desire of the successful purchaser to
take fewer than all of the Designated Assets.

Marketing Process

Contact Parties.

The Debtor, in consultation with its Auctioneer Dakil Auctioneers, Inc. (the
“Auctioneer”), has developed a list of parties whom the Debtor believes may potentially
be interested in and whom the Debtor reasonably believes would have the financial
resources to consummate a competing transaction for the Designated Assets (any such
transaction, a “Successful Overbid Transaction”), which list includes both potential
strategic investors and potential financial investors (each, individually, a “Contact Party”,
and collectively, the “Contact Parties™). The Debtor and the Auctioneer are already in the
process of contacting the Contact Parties to explore their interest in pursuing a Successful
Overbid Transaction. The Contact Parties may include parti>s whom the Debtor or its
advisors have previously contacted regarding a transaction, regardless of whether such
parties expressed any interest, at such time, in pursuing a transaction. The Debtor will
continue to discuss and may supplement the list of Contact Parties throughout the
marketing process, as appropriate.

The Debtor may distribute to each Contact Party an “Information Package”,
comprising:

11

Case: 21-10840 Doc: 64-1 Filed: 04/15/21 Page: 12 of 22

(a) A cover letter;
(b) A copy of these Bidding Procedures and the Motion;
©) A copy of a confidentiality agreement; and

d) Such other materials as the Debtor and the Auctioneer deem appropriate
under the circumstances.

Access to Diligence Materials.

To participate in the bidding process and to receive access to due diligence (the
“Diligence Materials™), a party must submit to the Debtor an executed confidentiality
agreement in the form and substance satisfactory to the Debtor and evidence satisfactory
to the Debtor demonstrating the party’s financial capability to consummate a Successful
Overbid Transaction, as determined by the Debtor.

A party who qualifies for access to Diligence Materials shall be a “Preliminary
Interested Investor.” All due diligence equests must be directed to the Auctioneer.

The Debtor reserves the right to withhold any Diligence Materials that the Debtor,
in its sole discretion, determines are business-sensitive or otherwise not appropriate for
disclosure to such Preliminary Interested Investor.

Due Diligence from Bidders.

Each Preliminary Interested Investor and Qualified Bidder (as defined below) shall
comply with all reasonable requests for additional information and due diligence access
by the Debtor or its advisors regarding such Bidder and its contemplated transaction.
Failure by a Preliminary Interested Investor to comply with requests for additional
information and due diligence access will be a basis for the Debtor to determine that such
bidder is not a Qualified Bidder. Failure by a Qualified Bidder (other than the Stalking
Horse Purchaser) to comply with requests for additional information and due diligence
access will be a basis for the Debtor to determine that a bid made by such Qualified Bidder
is not a Qualified Bid.

Auction Qualification Process

To be eligible to participate in the Auction (defined below), each offer, solicitation
or proposal (each, a “Bid”), and each party submitting such a Bid (each, a “Bidder”),
must be determined by the Debtor to satisfy each of the conditions set forth below. A Bid
may not be considered qualified for the Auction if such Bid does not satisfy each of the
following conditions:

12
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Agreement submitted by the Stalking Horse Purchaser shall be deemed a Quaiified Bid,
and the Stalking Horse Purchaser a Qualified Bidder. In addition, the Stalking Horse
Purchaser will receive, from each Bidder, a copy of any Bids at the time such Bid is
submitted to the Debtor. The Debtor shall use reasonable efforts to inform counsel to the
Stalking Horse Purchaser whether the Debtor will consider such Bids to be Qualified Bids
oy three (3) days prior to the Auction (and in any event will inform th= Stalking Horse
Purchaser of any ongoing Bid negotiations by or before such time) but in any event no later
than one (1) day prior to the Auction.

Auction

Auction for the Designated Assets.

If one or more Qualified Bids (other than the Purchase Agreement submitted by the
Stalking Horse Purchaser) are received by the Bid Deadline, the Debtor will conduct an
auction (the “Auction”) to determine the highest and best Qualified Bid. This determination
shall take into account any factors the Debtor reasonably deems relevant to the value of the
Qualified Bid to the estate and may include, among other things, the following: (a) the
amount and nature of the consideration; (b) the number, type and nature of any changes to
the Purchase Agreement requested by each Bidder; (c) the extent to which such
modifications are likely to delay closing of the sale of the Designated Assets and the cost
to Seller of such modifications or delay; (d) the total consideration to be received by Seller;
(e) the likelihood of the Bidder’s ability to close a transaction and the timing thereof; and
(f) the net benefit to the estate, taking into account the Stalking Horse Purchaser’s rights to
the Breakup Fee and Expense Reimbursement (collectively, the “Bid Assessment
Criteria”). For avoidance of doubt, the Successful Bid must include cash in an amount no
less than the Minimum Cash Amount (it being agreed that the Minimum Cash Amount
required of the Stalking Horse Purchaser shall be reduced by the dollar value of the
Expense Reimbursement and Breakup Fee). If no Qualified Bid (other than the Purchase
Agreement) is received by the Bid Deadline, the Debtor may determine not to conduct the
Auction. Unless otherwise agreed to by the Stalking Horse Purchaser in its sole discretion,
only Qualified Bidders may participate in the Auction.

Procedures for Auction

The Auction shall take place on June 28, 2021 at 10:00 a.m. (prevailing Central
Time) at the offices of the Auctioneer or Debtor’s counsel, or such other place and time as
the Debtor shall notify all Qualified Bidders, including, without limitation, the Stalking
Horse Purchaser, the Committee, counsel for the Stalking Horse Purchaser and other
invitees. The Auction shall be conducted according to the following procedures:

Only the Debtor and their counsel, members of the Committee (if any) and its
counsel, the Stalking Horse Purchaser and any other Qualified Bidder, in each case, along
with their representatives, shall attend the Auction in person, and only the Statking Horse
Purchaser and such other Qualified Bidders will be entitled to make any additional Bids at
the Auction.

Case: 21-10840 Doc: 64-1 Filed: 04/15/21 Page: 16 of 22

The Auctioneer Shall Conduct the Auction.

The Auctioneer, at the direction of the Debtor and its counsel, shall direct and
preside over the Auction. Other than as expressly set forth herein, the Debtor may have the
Auction conducted in the manner it determines will result in the highest, best, or otherwise
financially superior offer for the Designated Assets that are the subject of the Auction. At
the start of the Auction, the Auctioneer shall describe the terms of the highest and best
Qualified Bid or Qualified Bids (each such highest and best Qualified Bid, the “Auction
Baseline Bid”). Each Qualified Bidder participating in the Auction must confirm that it has
not engaged in any collusion with respect to the bidding or sale of any of the Designated
Assets.

Terms of Overbids.
An “Overbid” is any bid made at the Auction subsequent to the Auctioneer’s
announcement of the respective Auction Baseline Bid. To submit an Overbid for purposes

of this Auction, a Bidder must comply with the following conditions:

(a) Minimum Overbid Increments Applicable to Respective Auction.

i) Auction: Any Overbid after and above the respective Auction
Baseline Bid shall be made in increments valued at not less than
$100,000.00. Additional consideration in excess of the amount set
forth in the respective Auction Baseline Bid may include cash and/or
noncash considerzcon and, in the case of a Bid by the Stalking Horse
Purchaser, a credit bid of the Expense Reimbursement and the
Breakup Fee.

(b)  Stalking Horse Purchaser May Credit Bid Protections: The Stalking Horse
Purchaser shall be permitted to bid at the Auction, if any, and shall be
permitted to credit bid the full amount of the Expense Reimbursement and
the Breakup Fee pursuant to any Overbid in connection with each round of
bidding in the Auction.

(¢)  Remaining Terms Are the Same as for Qualified Bids: Except as modified
herein, an Overbid at any Auction must comply with the conditions for a
Qualified Bid set forth above; provided, however, that the Bid Deadline shall
not apply. Any Overbid must remain open and binding on the Bidder until
and unless the Debtor accepts a higher Overbid.

At the Debtor’s discretion, to the extent not previously provided (which shall
be determined by the Debtor), a Bidder submitting an Overbid at any Auction
must submit, as part of its Overbid, written evidence (in the form of financial
disclosure or credit-quality support information or enhancement reasonably
acceptable to the Debtor) demonstrating such Bidder’s ability to close the
Successful Overbid Transaction proposed by such Overbid.
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Sale Hearing

The Debtor has procured a telephonic hearing (the “Sale Hearing”) on June 24,
2021 at 9:30 a.m. (CST) at which the Debtor will seek approval of the transactions
contemplated by the Purchase Agreement and/or any Successful Bid. Objections, if any,
to the sale of the Designated Assets to any Successful Bidder, the transactions
contemplated by the Purchase Agreement, and/or the relief requested in the Motion must
be in writing and filed with the Court no later than 4:00 p.m. (prevailing Central time) on
and be served such that they are actually received by (i) the Debtor,
Dorchester Resources, L.P., ¢/o counsel for the Debtor, Christensen Law Group, P.L.L.C.,
3401 N.W. 63rd Street, Suite 600, Clhiahora City, Oklahoma 73116; (ii) counsel for the
Debtor, Christensen Law Group, P.L.L.C., 3401 N.W. 63rd Street, Suitc 600, Oklahoma
City, Oklahoma 73116; (iii) [counsel to the Committee, if any; (iii) counsel for the Stalking
Horse Purchaser, Michael R. Perri, Perri Dunn P.L.L.C., 100 N, Broadway Avenue, Suite
3280, Oklahoma City, Oklahoma 73102; and (v) the Office of the United States Trustee.

Return of Good Faith Deposits

The Good Faith Deposits of all Qualified Bidders shall be held in one or more
escrow accounts by the Debtor, but shall not become property of the Debtor’s estate absent
further order of the Court. Any fees of escrow will be subtracted from the escrow proceeds.
The Good Faith Deposit of any Qualified Bidder that is neither a Successful Bidder nor a
Backup Bidder shall be returned to such Qualified Bidder not later than two (2) business
days after the Sale Hearing. The Good Faith Deposit of each Backup Bidder, if any, shall
be returned to the respective Backup Bidder on the date that is the earlier of 72 hours after
(a) the closing of the transaction with the Successful Bidder for the Assets bid upon by
such Backup Bidder and (b) the Outside Backup Date. Upon e return of the Good Faith
Deposits, their respective owners shall receive any and all interest that will have accrued
thereon. Ifa Successful Bidder timely closes its winning transaction, its Good Faith Deposit
shall be credited towards its purchase price.

Reservation of Rights

Except as otherwise provided in the Purchase Agreement, the Bidding Procedures
or the Sale Order, the Debtor further reserves the right as it may reasonably determine to
be in the best interest of its estate, in consultation with the Committee, to: (a) determine
which bidders are Qualified Bidders; (b) determine which Bids are Qualified Bids; (c)
determine which Qualified Bid is the highest and best proposal and which is the next
highest and best proposal; (d) reject any Bid that is (i) inadequate or inzufficient, (ii) not in
conformity with the requirements of the Bidding Procedures or the requirements of the
Bankruptcy Code or (iii) contrary to the best interests of the Debtor and its estate; ()
remove some or all of the Assets from the Auction; (f) waive terms and conditions set forth
herein with respect to all potential bidders; (g) impose additional terms and conditions with
respect to all potential bidders; (h) extend the deadlines set forth herein; (i) continue or
cancel the Auction and/or Sale Hearing in open court without further notice; and (j) modify
the Bidding Procedures as it may determine to be in the best interests of its estate or to
withdraw the Motion at any time with or without prejudice.
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE WESTERN DISTRICT OF OKLAHOMA

IN RE:
Case No, 21-10840-SAH
DORCHESTER RESOURCES, L.P., (Chapter 11)

Debtor.

NOTICE OF AUCTION AND SALE HEARING

PLEASE TAKE NOTICE OF THE FOLLOWING:

1. On April 5, 2021, Dorchester Resources, L.P., the Debtor-in-Possession (the
“Debtor”) filed its Motion for entry of an order (the “Bidding Procedures Order”), among
other things, (a) approving bid procedures (the “Bidding Procedures”), as well as certain
bid protections, for the sale of all or substantially all of the Debtor’s Assets (the “Sale™);
(b) approving the form and manner of notice of the Sale; (c) scheduling an auction (the
“Auction”) and a sale hearing (the “Sale Hearing™) to consider approval of the proposed
Sale; and (d) approving the execution of the Purchase Agreement for the Sale with DRII,
LLC (the “Stalking Horse Purchaser”), approving the proposed break-up fee and expense
reimbursement for the benefit of the Stalking Horse Purchaser in connection therewith, and
authorizing the Debtor to perform such obligations in connection therewith which arise
prior to the Sale Hearing. The Motion additionally requests entry of an order (the “Sale
Order”) approving (i) the Sale free and clear of liens, claims, encumbrances and interests;
and (ii) certain related relief.

2. On , the United States Bankruptcy Court for the Western
District of Oklahoma entered the Bidding Procedures Order [Dkt. # X]. Pursuant to the
Bidding Procedures Order, the Auction shall take place on at
(prevailing Central Time) at the offices of Christensen Law Group, P.L.L.C., 3401 N.W.
63rd Street, Suite 600, Oklahoma City, Oklahoma 73116. Only parties that have submitted
a Qualified Bid in accordance with the Bidding Procedures, attached to the Bidding
Procedures Order as Exhibit 1, by no later than at (prevailing
Central Time) (the “Bid Deadline™) may participate at the auction. Any party that wishes
to take part in this process and submit a bid in connection with the Sale must submit a
competing bid prior to the Bid Deadline and in accordance with the Bidding Procedures.
Parties interested in receiving information regarding the sale of the Assets should contact
the Debtor’s Auctioneer, Dakil Auctioneers, Inc.
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