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U.S. BANKRUPTCY COURT

NORTHERN DISTRICT OF TEXAS

ENTERED

TAWANA C. MARSHALL, CLERK
THE DATE OF ENTRY IS
ON THE COURT'SDOCKET

Thefollowing constitutes the ruling of the court and hasthe for ce and effect therein described.

Ll De Wage Nab

Unitéd States Bankrurotcy Judge

Signed June 15, 2015

UNITED STATES BANKRUPTCY COURT
NORTHERN DISTRICT OF TEXAS

DALLAS DIVISION
In re: § Chapter 11
§
ERG Intermediate Holdings, L.L.C., et al.,' § Jointly Administered
§
Debtors. § Case No.: 15-31858-hdh-11

ORDER (A) AUTHORIZING AND APPROVING BID PROCEDURES TO BE
EMPLOYED IN CONNECTION WITH THE SALE OF CERTAIN ASSETS OF THE
DEBTORS; (B) APPROVING CERTAIN BID PROTECTIONS; (C) SCHEDULING AN
AUCTION AND SALE HEARING:; (D) AUTHORIZING AND APPROVING
ASSIGNMENT PROCEDURES TO BE EMPLOYED IN CONNECTION WITH THE
IDENTIFICATION AND ASSUMPTION OF CERTAIN PRE-PETITION CONTRACTS;
AND (E) APPROVING THE MANNER AND FORM OF NOTICE OF
THE AUCTION, SALE HEARING, AND ASSIGNMENT PROCEDURES

THIS MATTER having come before the Court upon the motion (the "Motion")” filed by

ERG Intermediate Holdings, L.L.C. ("ERG") and its affiliated debtors and debtors in possession

The Debtors in these cases, along with the last four digits of each Debtor's federal tax identification
number, are ERG Intermediate Holdings, LLC (2521); ERG Resources, L.L.C. (0408); West Cat

Canyon, L.L.C. (7377); ERG Interests, LLC (2081); and ERG Operating Company, LLC (8385).

ERG Intermediate Holdings, LLC is the direct or indirect parent of each of its affiliated Debtors. The
mailing address for each of the Debtors, with the exception of ERG Operating Company, LLC, is 333 Clay
Street Suite 4400, Houston, TX 77002. The mailing address for ERG Operating Company, LLC is

4900 California Avenue Suite 300B, Bakersfield, CA 93309. The above addresses are listed solely for the
purposes of notices and communications.
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(collectively, the "Debtors") in the above-captioned chapter 11 cases (the "Chapter 11 Cases")

for entry of (i) an order pursuant to sections 105, 363, and 365 of title 11 of the United States

Code (the "Bankruptcy Code"), Rules 2002, 6004, 6006, 9007 and 9008 of the Federal Rules of

Bankruptcy Procedure (the "Bankruptcy Rules"), and the local rules and guidelines of this Court

(the "Local Rules"): (a) authorizing and approving bid procedures set forth in Annex 1 hereto

(the "Bid Procedures") to be employed in connection with a potential sale (the "Sale") of

substantially all of the assets of the Debtors, wherever located, relating to the Debtors' operations
in the State of California (the "Assets")® pursuant to an auction process; (b) scheduling an
auction (the "Auction") and a hearing (the "Sale Hearing") to consider approval of the Sale;

(c) authorizing and approving procedures (the "Assignment Procedures") to be employed in

connection with the identification and assumption of certain contracts (the "Assumed Contracts")

and leases (the "Assumed Leases"); and (d) approving the manner and form of notice of the

Auction, the Sale Hearing, and the Assignment Procedures, substantially in the forms attached

hereto as Exhibit 1 (the "Sale Notice") and Exhibit 2 (the "Assumption Notice"); and (ii) an order

(the "Sale Order") pursuant to sections 105, 363, and 365 of the Bankruptcy Code, Bankruptcy
Rules 2002(a)(2), 6004, 6006, 9007 and 9008, and the Local Rules substantially in the form
attached to the Motion as Exhibit D; and it appearing that the Bankruptcy Court has jurisdiction
over this matter; and it appearing that due notice of the Motion as set forth therein is sufficient
under the circumstances, and that no other or further notice need be provided; and it further

appearing that the relief requested in the Motion is in the best interests of the Debtors and their

Where the context requires, each capitalized term used but not otherwise defined herein shall have the
meaning ascribed to such term in the Motion.

For purposes of this order, the term Assets shall not include the funds subject to and maintained under the
Collateral Agreement and Receipt entered into on April 21, 2010, between ERG Resources, L.L.C. and
IndemCo, LP in connection with the Abandonment Sinking Fund Agreement between ERG Resources,
L.L.C. and U.S. Specialty Insurance Company dated April 28, 2010; provided that such funds may be
included as Assets with the consent of IndemCo, LP.
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estates and creditors; and upon all of the proceedings had before the Bankruptcy Court; and after
due deliberation and sufficient cause appearing therefor,
NOW, THEREFORE, THE COURT HEREBY FINDS AND CONCLUDES THAT:*

A. This Court has jurisdiction over this matter pursuant to 28 U.S.C. §§ 157
and 1334.

B. This is a core proceeding pursuant to 28 U.S.C. § 157(b)(2) (A), (N), and
(0). Venue is proper in this District and this Court pursuant to 28 U.S.C. §§ 1408 and 1409.

C. Good and sufficient notice of the Motion and the relief sought therein has
been given under the circumstances, and no other or further notice is required except as set forth
herein with respect to the Auction and Sale Hearing. A reasonable opportunity to object or be
heard regarding the relief provided herein has been afforded to parties-in-interest.

D. The Debtors have articulated good and sufficient reasons for, and the best
interests of the estates, creditors, employees, and other parties in interest and stakeholders will be
served by, this Court granting certain of the relief requested in the Motion, including approval of
(1) the Bid Procedures, (2) the Assignment Procedures, and (3) the form, timing, and manner of
notice of the proposed Sale, the Bid Procedures, the Assignment Procedures, and the other
matters described herein, including the Sale Notice and the Assumption Notice.

E. Under the circumstances, the Bid Procedures are reasonably designed to
maximize the value to be achieved for the Assets.

F. The Sale Notice is reasonably calculated to provide parties in interest,

including, without limitation, creditors, customers, suppliers, and current and former employees,

Findings of fact shall be construed as conclusions of law, and conclusions of law shall be construed as
findings of fact, as appropriate, pursuant to Bankruptcy Rule 7052.
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with proper notice of the potential sale of the Assets, the related Bid Procedures and the Sale
Hearing.

G. The Assumption Notice is reasonably calculated to provide all
counterparties to the Assumed Contracts and Assumed Leases with proper notice of the potential
assumption, assignment, transfer, and/or sale of their executory contracts or unexpired leases,
and Cure Payment Liabilities relating thereto and the Assignment Procedures.

H. Publication of the Sale Notice as set forth herein is reasonably calculated
to provide all potential claimants and all unknown creditors and parties not otherwise required to
be served with a copy of the Sale Notice pursuant to this Order with proper notice of the
potential sale of the Assets, the related Bid Procedures, and the Sale Hearing.

L. The Motion and this Order comply with all applicable provisions of the
Bankruptcy Code, the Bankruptcy Rules, and the Local Rules.

J. Due, sufficient, and adequate notice of the relief granted herein has been
given to parties in interest.

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

1. The Motion is GRANTED as set forth herein.

2. All objections to the entry of the Bid Procedures Order not otherwise
withdrawn, waived or settled, and all reservations of rights included therein, hereby are overruled
and denied on the merits.

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

the Auction with respect to the Sale of the Debtors' Assets.
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4. Each Qualified Bidder participating at the Auction will be required to
confirm that it has not engaged in any collusion with respect to the bidding or the Sale. All
Qualified Bidders at the Auction shall be deemed to have consented to the core jurisdiction of the
Bankruptcy Court and waived any right to a jury trial in connection with any disputes relating to
the Auction, and the construction and enforcement of each Qualified Bidder's contemplated
transaction documents, as applicable.

5. Providing the proposed Bid Protections to any Stalking Horse Bidder,
substantially as proposed in the Motion, is hereby approved in all respects. If any obligations
with respect to a topping fee become due and owing, such amounts shall be paid from the
proceeds of the sale of the applicable Assets to the applicable Successful Bidder at the closing of
the sale transaction, and satisfied as a super-priority administrative expense, and subject to
typical conditions and limitations.

6. The Auction will be conducted openly. Bidding at the Auction will be
transcribed or videotaped. Absent irregularities in the conduct of the Auction, or reasonable and
material confusion during the bidding, the Court will not consider bids made after the Auction
has been closed.

7. The Sale Hearing shall be held on August 3, 2015 at 9:00 a.m. before the
Honorable Harlin D. Hale, United States Bankruptcy Judge, in the United States Bankruptcy
Court for the Northern District of Texas, Dallas Division, 1100 Commerce Street, Dallas, Texas
75242. The Sale Hearing may be adjourned from time to time as permitted by the Bid
Procedures without further notice other than an announcement by the Debtors in the Bankruptcy

Court of such adjournment on the date scheduled for the Sale Hearing.
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8. The form of Sale Notice substantially in the form annexed hereto as
Exhibit 1 is hereby approved. The Debtors shall serve within two (2) business days (by first

class mail, postage prepaid) after entry of this Bid Procedures Order (the "Mailing Deadline"),

the Sale Notice upon the following parties: (a) the Office of the United States Trustee for the
Northern District of Texas; (b) the applicable state and local taxing authorities; (c) the Internal
Revenue Service; (d) the Securities & Exchange Commission; (e) the United States Attorney
General/Antitrust Division of Department of Justice; (f) each of the non-Debtor counterparties to
the Assumed Contracts and Leases that have been identified; (g) counsel to the DIP Agent and
the Pre-Petition Agent; and (h) all entities who are known to possess or assert a claim against the
Debtors. In addition, on the Mailing Deadline, or as soon as practicable thereafter, the Debtors
shall place the Sale Notice on the website of the Debtors' claims and noticing agent,
http://dm.epiql1.com/erg.

9. Notice as set forth in the preceding paragraph shall constitute good and
sufficient notice of the Motion as it relates to the Debtors' request for entry of the Sale Order, the
Auction, and the Sale Hearing, and no other or further notice of the Motion, the Auction, and/or
the Sale Hearing shall be necessary or required.

10.  Responses or objections, if any, to the entry of the Sale Order (except for
the limited exceptions described below) shall be filed with this Bankruptcy Court and served, so
as to be actually received no later than July 20, 2015 at 4:00 p.m. (prevailing Central time) on:
(a) the Debtors, c/o ERG Intermediate Holdings, L.L.C., 333 Clay Street, Suite 4400, Houston,
Texas 77002 (Attn: Rebecca A. Roof); (b) counsel to the Debtors, JONES DAY, 717 Texas
Avenue, Suite 3300, Houston, Texas 77002 (Attn: Tom A. Howley) and JONES DAY, 77 West

Wacker Drive, Chicago, Illinois 60601 (Attn: Brad B. Erens); (c) counsel to the DIP Agent and
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Pre-Petition Agent, White & Case LLP, 200 South Biscayne Boulevard, 49th Floor, Miami,
Florida 33131 (Attn: Thomas E Lauria, Esq.); (d) counsel for the Official Committee of
Unsecured Creditors, Pachulski Stang Ziehl & Jones LLP 780 Third Avenue, 34th Floor, New
York, NY 10017 (Attn: Robert J. Feinstein) and Pachulski Stang Ziehl & Jones LLP 10100
Santa Monica Boulevard, 13th Floor, Los Angeles, CA 90067-4003 (Attn: Jeff Pomerantz); and
(e) the Office of the United States Trustee for the Northern District of Texas, 1100 Commerce
Street, Room 976, Dallas, TX 75242 (Attn: Erin Schmidt) (collectively, the "Notice Parties").

11.  Responses or objections, if any, related solely to (a) the Successful Bidder
or (b) the ability of the Successful Bidder to provide adequate assurance of future performance of
an Assumed Contract or Assumed Lease shall be filed with this Bankruptcy Court and served, so
as to be actually received no later than July 31, 2015 at 4:00 p.m. (prevailing Central time) on the
Notice Parties.

12.  The Debtors are authorized and empowered to take such steps, incur and
pay such costs and expenses, and do such things as may be reasonably necessary to fulfill the
notice requirements established by this Bid Procedures Order.

13. The following Assignment Procedures shall govern the assumption and
assignment of the Assumed Contracts and Assumed Leases in connection with the Sale of assets
to the Successful Bidder:

a. Not later than five (5) days after the entry of the Bidding Procedures

Order, the Debtors shall file with the Bankruptcy Court a list identifying the Assumed
Contracts and Assumed Leases and the amounts necessary to cure defaults and/or to
provide compensation or adequate assurance of compensation for actual pecuniary loss
resulting from a default prior to the Petition Date under each of such Assumed Contracts,
and Assumed Leases determined by the Debtors (such amounts, "Cure Payment
Liability"). If the Debtors identify additional executory contracts or unexpired leases that
might be assumed by the Debtors and assigned in connection with the Sale not set forth in

the original Assumption Notice, the Debtors shall promptly send a supplemental notice
(a "Supplemental Assumption Notice") to the applicable counterparties to such additional
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executory contracts and unexpired leases. The Debtors shall serve all counterparties to
all Assumed Contracts and Assumed Leases with the Assumption Notice, specifically
stating that the Debtors are or may be seeking the sale, assumption, and assignment of the
Assumed Contracts, and Assumed Leases and notifying such parties of the deadlines for
(1) objecting (a "Cure/Assignment Objection") to the amount of any Cure Payment
Liability related to such Assumed Contracts, which deadline shall be no less than three
(3) days prior to the Bid Deadline (the "Cure/Assignment Objection Deadline") and

(i1) objecting to the ability of the Successful Bidder to provide adequate assurance of
future performance of an Assumed Contract or Assumed Lease (an "Adequate Assurance
Objection"), which deadline shall be no less than two (2) days prior to the Sale Hearing
(the "Adequate Assurance Objection Deadline" and collectively, the "Cure/Adequate
Assurance Objection Deadlines"). A Cure/Assignment Objection and/or Adequate
Assurance Objection must be filed with the Bankruptcy Court and served on the Notice
Parties so as to be received no later than the applicable Cure/Adequate Assurance
Objection Deadline. Failure to file and serve an objection in accordance with this
paragraph will forever bar the non-debtor counterparty from objecting to the Cure
Payment Liability or provision of adequate assurance of future performance and from
asserting any additional cure or other amounts with respect to the Assumed Contracts and
Assumed Leases and the Debtors shall be entitled to rely solely upon the Cure Payment
Liability. If the Assumed Contract or Assumed Lease was identified as an asset to be
purchased pursuant to the Sale, the non-debtor counterparty will be deemed to have
consented to the assumption, assignment, transfer, and/or sale of such Assumed Contract
and Assumed Lease and will be forever barred and estopped from asserting or claiming
against the Debtors or the Successful Bidder (or any other assignee of the relevant
contract, lease or right) that any additional amounts are due or defaults exist, or
conditions to assumption, assignment, transfer, and/or sale must be satisfied, under such
contract, lease or right. If a Cure/Assignment Objection challenges a Cure Payment
Liability, the objection must set forth the cure amount being claimed by the objecting
party (the "Claimed Cure Amount") with appropriate documentation in support thereof.
Upon receipt of a Cure/Assignment Objection, the Successful Bidder (on behalf of the
Debtors' estates) may hold an amount equal to the Claimed Cure Amount in reserve
pending further order of the Court or agreement between the Successful Bidder and the
objecting party, and the Successful Bidder shall have the right to litigate any dispute
about the Claimed Cure Amount on behalf of the Debtors' estates. So long as the
Successful Bidder holds the Claimed Cure Amount in reserve, the Debtors shall seek
authority to assume, assign, transfer, and/or sell the Assumed Contract or Assumed Lease
that is the subject of an objection without further delay.

b. In cases in which the Debtors are unable to establish that a default exists,
the relevant Cure Payment Liability shall be set at $0.00 in the Assumption Notice.

C. Unless the applicable agreement provides otherwise, a Qualified Bidder
may, from time to time, exclude any Assumed Contract or Assumed Lease in its sole and
absolute discretion until the Closing. The non-debtor party or parties to any such
excluded contract or lease will be notified of such exclusion by written notice mailed
within three (3) business days of such determination.

NAI-181963876v7 8



Case 15-31858-hdh11 Doc 281 Filed 06/15/15 Entered 06/15/15 14:41:46 Page 9 of 33

14. The form of notice of the Assignment Procedures, as set forth in this
Order, substantially in the form annexed hereto as Exhibit 2, is hereby approved in all respects.

15. The notice referenced in the Assignment Procedures of (i) the Assumed
Contracts and Assumed Leases and the amounts necessary to cure defaults under each of such
Assumed Contracts and Assumed Leases determined by the Debtors and (ii) the deadline for
objecting to the proposed Cure Payment Liabilities shall constitute adequate and sufficient notice
and no additional notice need be provided.

16. The stays provided for in Bankruptcy Rules 6004(h) and 6006(d) are
waived and the Bid Procedures Order shall be effective immediately upon its entry.

17.  Inthe event of any inconsistency between the terms and conditions of this
order and any order entered by this Court approving the Debtors' entry into the debtor in
possession financing facility on an interim or final basis (the "DIP Orders"), the provisions of the
DIP Orders shall govern and control.

18.  Notwithstanding anything to the contrary in this Order, nothing in this
Order shall impact the Creditors” Committee’s rights to challenge the validity or priority of the
Pre-Petition Agent’s or Pre-Petition Lenders’ liens or claims or assert any claims against the Pre-
Petition Agent or Pre-Petition Lenders during the challenge period provided for in the DIP Order
and to object to the sale motion on any grounds, including, but not limited to, on the grounds that
the Pre-Petition Agent or Pre-Petition Lenders do not have a secured claim with which they may
credit bid.

19. The Court shall retain jurisdiction over any matter or dispute arising from
or relating to the implementation of this Bid Procedures Order.

###H#END OF ORDER###

NAI-181963876v7 9
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Submitted by:

/s/ Tom A. Howley

Tom A. Howley, State Bar No. 24010115
JONES DAY

717 Texas Avenue, Suite 3300

Houston, Texas 77002

Telephone: (832) 239-3939
tahowley(@jonesday.com

Brad B. Erens

Joseph A. Florczak

JONES DAY

77 West Wacker

Chicago, Illinois 60601
Telephone: (312) 782-3939
bberens@jonesday.com
jflorczak@jonesday.com

ATTORNEYS FOR DEBTORS

/s/ Jeffrey N. Pomerantz

Jeffrey N. Pomerantz

Robert J. Feinstein

PACHULSKI STANG ZIEHL & JONES LLP
10100 Santa Monica Boulevard, 13th Floor
Los Angeles, California 90067

Telephone: (310) 277-6910

Facsimile: (310) 201-0760

Email: jpomerantz@pszjlaw.com
rfeinstein@pszjlaw.com

Jason R. Searcy

SEARCY & SEARCY P.C.

446 Forest Square

P.O. Box 3929

Longview, TX 75606
Telephone: (903) 757-3399
Facsimile: (903-757-9559
Email: jsearcy@jrsearcylaw.com

PROPOSED COUNSEL TO THE OFFICIAL
COMMITTEE OF UNSECURED CREDITORS
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/s/ Thomas E. Lauria

Thomas E Lauria (State Bar No. 11998025)
WHITE & CASE LLP

Southeast Financial Center, Suite 4900

200 South Biscayne Blvd.

Miami, FL 33131

Telephone: (305) 371-2700

Facsimile: (305) 358-5744
tlauria@whitecase.com

Craig H. Averch, State Bar No. 01451020
Roberto J. Kampfner

WHITE & CASE LLP

633 West Fifth Street, Suite 1900

Los Angeles, CA 90071

Telephone: (213) 620-7700

Facsimile: (213) 452-2329
caverch@whitecase.com
rkampfner@whitecase.com

ATTORNEYS FOR CLMG CORP.

/s/ Edward L. Ripley

Edward L. Ripley (State Bar No. 16935950)
Mark W. Wege (State Bar No. 21074225)
KING & SPALDING LLP

1100 Louisiana, Suite 4000

Houston, Texas 77002

Telephone: 713-751-3200

Facsimile: 713-751-3290

Email: MWege@kslaw.com
ERipley@kslaw.com

Thaddeus D. Wilson

KING & SPALDING LLP

1180 Peachtree Street, NE
Atlanta, GA 30309

Telephone: 404-572-4600
Facsimile: 404-572-5100

Email: Thadwilson@kslaw.com
Pro Hac Vice Admission Pending

ATTORNEYS FOR CHEVRON U.S.A.
INC. AND UNION OIL COMPANY OF
CALIFORNIA
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ANNEX 1

BID PROCEDURES
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BIDDING PROCEDURES

ERG Intermediate Holdings, L.L.C. and certain of its affiliates (together, the "Debtors") have
filed petitions for relief under chapter 11 of the title 11 of the United States Code

(the "Bankruptcy Code") and are debtors in possession in jointly administered chapter 11 cases
(the "Chapter 11 Cases") currently pending in the United States Bankruptcy Court for the
Northern District of Texas, Dallas Division (the "Bankruptcy Court"). In order to attain the
highest or otherwise best offer for all assets of the Debtors, wherever located, relating to the
Debtors' operations in the State of California, including, without limitation, the "Mortgaged
Properties" as such term is defined in that certain Mortgage, Deed of Trust, Assignment, Security
Agreement, Fixture Filing and Financing Statement from ERG to Lawrence C. Adams, Trustee
for the benefit of the Administrative Agent dated January 24, 2013 (the "Assets"), the Debtors
have established these Bidding Procedures.

Any interested bidder should contact, as soon as practical, the following:1

AP SERVICES, LLC
C/0 ERG INTERMEDIATE HOLDINGS, L.L.C.
333 CLAY STREET, SUITE 4400
HOUSTON, TEXAS 77002
(212) 297-6321
ATTN: REBECCA A. ROOF

These Bidding Procedures describe, among other things, (a) the Assets offered for sale,
(b) the manner in which bidders and bids become Qualified Bidders and Qualified Bids (each as
defined below), respectively, (c¢) the conduct of the Auction (as defined below), if necessary,
(d) the selection of the Successful Bidder (as defined below), and (e) the Bankruptcy Court
approval of the sale to the Successful Bidder.

1. Participation Requirements

(a) Interested Parties

Unless otherwise ordered by the Bankruptcy Court for cause shown, to participate in the
Bidding Process, each interested person or entity (each, an "Interested Party") must deliver the
following (unless previously delivered) to the Debtors' Financial Advisor:

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

1

AP Services are collectively referred to herein as the "Financial Advisor".
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(B)  astatement and other factual support demonstrating to the Debtors' reasonable
satisfaction, that the Interested Party has a bona fide interest in purchasing the
Assets; and

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

If the Debtors determine, after receipt of the items identified above, that an Interested
Party has a bona fide interest in purchasing the Assets, no later than two business days after the
Debtors make that determination and have received all of the materials required above, such
Interested Party will be deemed a "Potential Bidder" and the Debtors will deliver to such
Potential Bidder: (A) an electronic copy of a proposed asset purchase agreement
(the "Agreement") and (B) access information for the Debtors' confidential electronic data room
concerning the Assets (the "Data Room"). The Debtors reserve the right to determine whether an
Interested Party has satisfied the above participation requirements such that it is eligible to be a
Potential Bidder. The Debtors shall provide the DIP Agent (as defined below), the
administrative agent (the "Pre-Petition Agent") and the lenders (the "Pre-Petition Lenders") party
to the Debtors' pre-petition Senior Secured Credit Agreement, as well as the official committee
of unsecured creditors (the “Committee”), with a list of all Interested Parties and all Potential
Bidders. Any dispute concerning whether an Interested Party should be designated as a Potential
Bidder shall be resolved by the Bankruptcy Court.

(b) Due Diligence

Until the Bid Deadline (as defined below), in addition to access to the Data Room, the
Debtors will provide any Potential Bidder such due diligence access or additional information as
may be reasonably requested by the Potential Bidder that the Debtors determine to be reasonable
and appropriate under the circumstances. All additional due diligence requests shall be directed
to the Financial Advisor. The Debtors, with the assistance of the Financial Advisor, will
coordinate all reasonable requests for additional information and due diligence access from
Potential Bidders. In the event that any such due diligence material is in written form and has
not previously been provided to any other Potential Bidder, the Debtors will simultaneously
provide such materials to all Potential Bidders, the DIP Agent, the Pre-Petition Agent and the
Committee.

Unless otherwise determined by the Debtors, the availability of additional due diligence
to a Potential Bidder will cease if (A) the Potential Bidder does not become a Qualified Bidder,
from and after the Bid Deadline or (B) the Bidding Process is terminated in accordance with its
terms.
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2. Qualified Bids

Each offer, solicitation or proposal by a Potential Bidder must satisfy each of the
following conditions to be deemed a "Qualified Bid," and for the Potential Bidder to be deemed
a "Qualified Bidder."

(a) Bid Deadline

A Potential Bidder who desires to be a Qualified Bidder must deliver the Required Bid
Documents (as defined below) so as to be received not later than noon (Central Time) on July 27,
2015 (the "Bid Deadline"), to the Financial Advisor, with copies to DLA Piper LLP (US), 1000
Louisiana Street, Suite 2800, Houston, Texas 77002-5005 (Attn: Jack Langlois), JONES DAY,
717 Texas Avenue, Suite 3300, Houston, Texas 77002 (Attn: Tom A. Howley), and JONES
DAY, 77 West Wacker Drive, Chicago, Illinois 60601 (Attn: Brad B. Erens). The Debtors may
extend the Bid Deadline with the written consent of the DIP Agent and the Pre-Petition Agent
and in consultation with the Committee. If the Debtors extend the Bid Deadline, the Debtors will
promptly notify all Potential Bidders who have signed a confidentiality agreement of such
extension.

(b) Bid Requirements

All bids must include the following (the "Required Bid Documents"):

° a letter stating that the bidder's offer is irrevocable until August 31, 2015;

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

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

A bid will be considered only if the bid:

o provides for the purchase of substantially all of the Assets;
o sets forth the contracts and leases to be assumed and assigned;
o sets forth the consideration for the Assets to be purchased and the

contracts and leases to be assumed and assigned;

o provides that the cash consideration to be paid for the Assets and the
contracts and leases to be assumed (not including cures) be equal to or
greater than $250 million;

o is not conditioned on obtaining financing or on the outcome of
unperformed due diligence or corporate, stockholder or internal approval,
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o provides evidence satisfactory to the Debtors of the bidder's financial
wherewithal and operational ability to consummate the transaction and
satisfy its adequate assurance of future performance requirement with
respect to any executory contract or unexpired lease to be assigned to it;

° is irrevocable until August 31, 2015;

o is accompanied by a deposit by wire transfer to the Debtors equal to 10%
of the cash purchase price (any such deposit, a "Good Faith Deposit");

J provides for the closing of the transaction by no later than August 12,
2015;

o sets forth the representatives who are authorized to appear and act on
behalf of the bidder;

o includes evidence of the Qualified Bidder's ability to comply with section

365 of the Bankruptcy Code (to the extent applicable), including providing
adequate assurance of such Qualified Bidder's ability to perform in the
future the contracts and leases proposed in its bid to be assumed by the
Debtors and assigned to the Qualified Bidder, in a form that will permit
the immediate dissemination of such evidence to the counterparties to such
contracts and leases; and

° 1s received on or before the Bid Deadline.

A bid received from a Qualified Bidder will constitute a Qualified Bid only if it includes
all of the Required Bid Documents and meets all of the above requirements; provided that the
Debtors, the DIP Agent and the Pre-Petition Agent may designate any bid as a Qualified Bid by
agreement. Any dispute among the DIP Agent, the Pre-Petition Agent and the Debtors (or the
Committee) regarding whether a bid should or should not constitute a Qualified Bid shall be
resolved by the Bankruptcy Court. The Debtors shall promptly after receipt confirm for a
Qualified Bidder whether or not its submission constitutes a Qualified Bid and whether, as a
result, it may attend the Auction. Within one (1) business day of the Bid Deadline, the Debtors
will provide the DIP Agent and the Pre-Petition Agent, as well as the Committee, with copies of
any Qualified Bids.

All Qualified Bids will be considered, but the Debtors, after consulting with the DIP
Agent, the Pre-Petition Agent and the Committee, reserve the right to reject any and all bids
other than (a) a Credit Bid (as defined below) and (b) the highest or otherwise best Qualified Bid
in the Debtors' sole discretion. The Debtors may, in consultation with the DIP Agent, the Pre-
Petition Agent and the Committee, evaluate bids on numerous grounds including, but not limited
to, any delay, additional risks (including closing risks) and added costs to the Debtors. Any
disputes among the DIP Agent, the Pre-Petition Agent and the Debtors (or the Committee)
concerning the rejection or evaluation of a Qualified Bid shall be resolved by the Bankruptcy
Court. Bids other than Qualified Bids (or deemed Qualified Bids) will not be considered.

Each bidder shall be deemed to acknowledge and represent that it has had an opportunity
to conduct any and all due diligence regarding the Assets that are the subject of the Auction prior
to making any such bids; that it has relied solely upon its own independent review, investigation
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and/or inspection of any documents and/or the Assets in making its bid; and that it did not rely
upon any written or oral statements, representations, promises, warranties or guaranties
whatsoever, whether express, implied, by operation of law or otherwise, regarding such Assets,
or the completeness of any information provided in connection therewith, except as expressly
stated in these Bidding Procedures or, as to the Successful Bidder, the asset purchase agreement
with such Successful Bidder.

3. Stalking Horse Bid Protections

To incentivize potential bidders and thereby maximize the potential value of the Assets,
the Debtors are authorized, upon their receipt of any bid (or bids, if for less than substantially all
assets for sale) that the Debtors deem, in an exercise of their sound business judgment to be
acceptable, to designate one or more Qualified Bids as a stalking horse bid (each, a "Stalking
Horse Bid") and to execute an asset purchase agreement with such stalking horse bidder
(a "Stalking Horse Bidder") in connection with the proposed sale of the Assets, at any time
before the commencement of the Auction. No bid may be a Stalking Horse Bid if it does not
constitute a Qualified Bid.

Upon execution of an asset purchase agreement with any Stalking Horse Bidder, such
Asset Purchase Agreement will be a Qualified Bid and Leading Bid (as defined below), and the
Debtors will provide notice of such Stalking Horse Bidder and asset purchase agreement as
outlined in these procedures.

If the Debtors execute any asset purchase agreement with any Stalking Horse Bidder(s),
the Debtors may, upon the consent of the DIP Lenders (in their sole discretion) and in
consultation with the Committee, provide such Stalking Horse Bidder(s) with the a topping fee in
an amount to be negotiated by the Debtors in their discretion, based on the totality of the
circumstances, including, without limitation, the purchase price and other terms and conditions
of the asset purchase agreement, but in no event more than the sum of three percent of the cash
portion of the purchase price, payable from the proceeds of an alternative sale transaction, and
satisfied as a super-priority administrative expense, and subject to typical conditions and
limitations.

4. Auction

In the event that the Debtors timely receive at least one Qualified Bid with respect to the
Assets, the Debtors shall conduct an auction (the "Auction"). The Auction shall be in accordance
with these Bidding Procedures and upon notice to all Qualified Bidders who have submitted
Qualified Bids. The Auction will be conducted at the offices of Jones Day, 717 Texas Avenue,
Suite 3300, Houston, Texas 77002 on July 29, 2015 at 10:00 a.m. (Central Time).

Only representatives or agents of the Debtors, the DIP Agent, the Pre-Petition Agent, the
Committee, Chevron U.S.A. Inc. or Union Oil Company of California (or any affiliate), U.S.
Specialty Insurance Company or IndemcoLP (or any affiliate of either), and any Qualified
Bidder that has submitted a Qualified Bid (and the legal and financial advisors to each of the
foregoing), will be entitled to attend the Auction, and only Qualified Bidders will be entitled to
make any subsequent bids at the Auction.

NAI-181964340v8 5



Case 15-31858-hdh11 Doc 281 Filed 06/15/15 Entered 06/15/15 14:41:46 Page 17 of 33

At least two business days prior to the Auction, the Debtors will provide copies of the
Qualified Bid or combination of Qualified Bids which the Debtors believe is the highest or
otherwise best offer (the "Starting Bid") to all Qualified Bidders which have informed the
Debtors of their intent to participate in the Auction and, if requested, will provide an explanation
of how the Starting Bid is valued and a list containing the identification of all Qualified Bidders.

The Debtors may, after consulting with the DIP Agent, the Pre-Petition Agent and the
Committee, employ and announce at the Auction additional procedural rules that are reasonable
under the circumstances (e.g., the amount of time allotted to make Subsequent Bids (as defined
below)) for conducting the Auction, provided that such rules are (i) not inconsistent with the
Bidding Procedures Order, the Bankruptcy Code, or any Order of the Bankruptcy Court entered
in connection herewith and (ii) disclosed to each Qualified Bidder; and provided further than all
bids shall be made openly, in the presence of all parties at the Auction.

Bidding at the Auction will begin with the Starting Bid and continue, in one or more
rounds of bidding, so long as during each round at least one subsequent bid is submitted by a
Qualified Bidder(s) that (i) improves upon such Qualified Bidder's immediately prior Qualified
Bid (a "Subsequent Bid") and (ii) the Debtors determine, in consultation with the DIP Agent, the
Pre-Petition Agent and the Committee, that such Subsequent Bid is (a) for the first round, a
higher or otherwise better offer than the Starting Bid, and (b) for subsequent rounds, a higher or
otherwise better offer than the Leading Bid (defined below). The Debtors, in their sole
discretion (in consultation with the Pre-Petition Agent and the Committee), may determine
appropriate minimum bid increments or requirements for each round of bidding.
Notwithstanding anything else in these procedures, a Subsequent Bid must include a cash
component of no less than the minimum amount of cash required in connection with a Qualified
Bid. In the event of a dispute relating to the conduct of the Auction, such dispute will be heard
by the Bankruptcy Court.

After the first round of bidding and between each subsequent round of bidding, the
Debtors shall announce the bid or bids that they believe to be the highest or otherwise best offer
or combination of offers (the "Leading Bid").

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

For the purpose of evaluating Subsequent Bids, the Debtors may require a Qualified
Bidder submitting a Subsequent Bid to submit, as part of its Subsequent Bid, additional evidence
(in the form of financial disclosure or credit-quality support information or enhancement
reasonably acceptable to the Debtors, the Committee, the DIP Agent, and the Pre-Petition Agent)
demonstrating such Qualified Bidder's ability to close the proposed transaction.

If the Debtors receive only one Qualified Bid on or prior to the Bid Deadline, the Secured
Parties (as defined below) may notify the Debtors and the Committee, prior to five (5) days
before the Auction, if they do not intend on submitting a Credit Bid (as defined below) at or prior
to the Auction. Upon the Debtors receiving such notice, no Auction shall occur and the Debtors
shall seek approval of the only Qualified Bid at the Sale Hearing. If no such notice is provided
to the Debtors, the Auction will occur.
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5. Selection Of Successful Bid

The Debtors reserve the right, after consulting with the DIP Agent, the Pre-Petition Agent
and the Committee, to (i) determine in their reasonable discretion which Qualified Bid is the
highest or otherwise best and (ii) reject at any time prior to entry of a Bankruptcy Court order
approving an offer, without liability, any bid or offer that the Debtors in their reasonable
discretion deem to be (x) inadequate or insufficient, (y) not a Qualified Bid or not otherwise in
conformity with the requirements of the Bankruptcy Code, the Bankruptcy Rules, the Local
Rules, or procedures set forth therein or herein, or (z) contrary to the best interests of the Debtors
and their estates. If the DIP Agent or the Prepetition Agent does not agree with the Debtors'
determinations regarding any of the matters set forth in this paragraph, the Bankruptcy Court
shall make such determinations in lieu of the Debtors.

Prior to the conclusion of the Auction, the Debtors will, after consulting with the DIP
Agent, the Pre-Petition Agent and the Committee: (A) review and evaluate each bid made at the
Auction on the basis of financial and contractual terms and other factors relevant to the sale
process, including those factors affecting the speed and certainty of consummating the
transaction; (B) identify the highest or otherwise best offer (the "Successful Bid"); (C) determine
which Qualified Bid is the Successful Bid and which is the next highest or otherwise best offer
(the "Alternate Bid") for Assets subject to the Auction; and (D) notify all Qualified Bidders
participating in the Auction, prior to its adjournment, of the successful bidder (the "Successful
Bidder"), the amount and other material terms of the Successful Bid and the identity of the party
that submitted the Alternate Bid (the "Alternate Bidder"). If the DIP Agent or the Pre-Petition
Agent does not agree with the Debtors' determinations regarding any of the matters set forth in
this paragraph, the Bankruptcy Court shall make such determinations in lieu of the Debtors.
Within one business day of the completion of the Auction, the Successful Bidder and the
applicable Debtors shall complete and execute all agreements, instruments or other documents
necessary to consummate the Sale contemplated by the Successful Bid.

The Debtors will sell the Assets for the highest or otherwise best Qualified Bid to the
Successful Bidder upon the approval of such Qualified Bid by the Bankruptcy Court after the
Sale Hearing. The presentation of a particular Qualified Bid to the Bankruptcy Court for
approval does not constitute the Debtors' acceptance of the Qualified Bid. The Debtors will be
deemed to have accepted a Qualified Bid only when the bid has been approved by the
Bankruptcy Court at the Sale Hearing.

If for any reason, the entity that submits the highest or otherwise best Qualified Bid fails
to consummate the purchase of the Assets, or any part thereof, the Debtors and the Alternate
Bidder are authorized to effect the sale of such Assets to such Alternate Bidder as soon as is
commercially reasonable. If such failure to consummate the purchase is the result of a breach by
the Successful Bidder, the Debtors reserve the right to seek all available remedies from the
defaulting Successful Bidder, subject to the terms of the applicable purchase agreement.

6. Credit Bid Rights. Notwithstanding any other provision of these Bidding Procedures or
otherwise, the DIP Agent, the DIP Lenders, the Pre-Petition Agent and the Pre-Petition Lenders
(collectively, the "Secured Parties") shall be entitled to credit bid some or all of their
indebtedness at the Auction pursuant to section 363(k) of the Bankruptcy Code (a "Credit Bid");
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provided however, that if, upon the DIP Lenders' consent, the Debtors provide a Stalking Horse
Bidder with a topping fee, the Secured Parties' right to Credit Bid is conditioned upon the
Secured Lenders paying such topping fee if it is the Successful Bidder; and provided further, that
if no Qualified Bids are received prior to the Bid Deadline, the Secured Parties must present such
Credit Bid to the Debtors no later than five (5) days prior to the date of the Auction. Without
limiting the generality of the foregoing and notwithstanding any other provision of these Bidding
Procedures, the Secured Parties shall not be required to post any deposit to participate in and
Credit Bid at the Auction and shall be automatically deemed to constitute "Qualified Bidders."
In addition, any Credit Bid, whether prior to or at the Auction, shall be deemed to constitute a
"Qualified Bid." The Secured Parties automatically shall be deemed the Successful Bidder at the
Auction if the aggregate amount of their Credit Bid (if any) exceeds the cash consideration of the
Leading Bid at the conclusion of the Auction. All rights of the Secured Parties to object to the
Debtors' selection of a Successful Bid or Alternate Bid, or to object to the consummation of the
sale transaction represented by either such bid, are preserved, including, without limitation, any
such rights under section 363(k) of the Bankruptcy Code.

7. The Sale Hearing

The Sale Hearing will be held before the Honorable Harlin D. Hale on August 3, 2015 at
9:00 a.m. (Central time) in the United States Bankruptcy Court for the Northern District of
Texas, Dallas Division, 1100 Commerce Street, Dallas, Texas 75242. The Sale Hearing may be
adjourned with the consent of (a) the administrative agent (the "DIP Agent") and lenders (the
"DIP Lenders") party to the DIP Credit Agreement, and (b) the Pre-Petition Agent and Pre-
Petition Lenders without further notice by an announcement of the adjourned date at the Sale
Hearing. If the Debtors do not receive any Qualified Bids, the Debtors will report the same to
the Bankruptcy Court at the Sale Hearing. At the Sale Hearing, the Debtors will seek approval
of the offer or offers constituting the Successful Bid, and, at the Debtors' election, the offer or
offers constituting the Alternate Bid.

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

Following approval of the sale to the Successful Bidder, if the Successful Bidder fails to
consummate the sale because of (a) failure of a condition precedent beyond the control of either
the Debtors or the Successful Bidder upon which occurrence the Debtors have filed a notice with
the Bankruptcy Court advising of such failure or (b) a breach or failure to perform on the part of
such Successful Bidder upon which occurrence the Debtors have filed a notice with the
Bankruptcy Court advising of such breach or failure to perform, then the Alternate Bid will be
deemed to be the Successful Bid and the Debtors will be authorized, but not directed, to
effectuate a sale to the Alternate Bidder subject to the terms of the Alternate Bid of such
Alternate Bidder without further order of the Bankruptcy Court.
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8. Return of Good Faith Deposit

The Good Faith Deposits of all Qualified Bidders will be held in escrow by the Debtors
and while held in escrow will not become property of the Debtors' bankruptcy estates unless
released from escrow pursuant to terms of the applicable escrow agreement or pursuant to further
order of the Bankruptcy Court. The Debtors will retain the Good Faith Deposits of the
Successful Bidder and the Alternate Bidder until the closing of the applicable sales transaction
unless otherwise ordered by the Bankruptcy Court. The Good Faith Deposits of the other
Qualified Bidders will be returned within four business days of the entry of the applicable sale
order. At the closing contemplated by the Successful Bid, the Successful Bidder will be entitled
to a credit for the amount of its Good Faith Deposit. The Good Faith Deposit of the Alternate
Bidder will be released by the Debtors four business days after the closing of the Successful Bid.
Upon the return of the Good Faith Deposits, their respective owners will receive any and all
interest that will have accrued thereon.

9. As Is. Where Is

The sale of Assets pursuant to these Bidding Procedures shall be on an "as is, where is"
basis and without representations or warranties of any kind, nature, or description by the
Debtors, their agents or their estates except as provided in any agreement with respect to the sale
approved by the Bankruptcy Court.

10. Free and Clear of Any and All Interests

Except as otherwise provided in the Agreement or another Successful Bidder's purchase
agreement, all of Debtors' right, title and interest in and to the Assets subject thereto shall be sold
free and clear of any pledges, liens, security interests, encumbrances, claims, charges, options
and interests thereon (collectively, the "Interests") to the maximum extent permitted by section
363 of the Bankruptcy Code, with such Interests to attach to the net proceeds of the sale with the
same validity and priority as such Interests applied against the Assets purchased pursuant to
these procedures.

11. Conflicts

In the event of a conflict between these Bidding Procedures, the Bidding Procedures
Order and the DIP Order, the terms of the DIP Order shall govern in all respects.
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EXHIBIT 1

Sale Notice
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UNITED STATES BANKRUPTCY COURT
NORTHERN DISTRICT OF TEXAS

DALLAS DIVISION
In re: § Chapter 11
§
ERG Intermediate Holdings, L.L.C., et al.,1 § Joint Administration Pending
§
Debtors. § Case No.: 15-31858-hdh-11

NOTICE OF (I) PROPOSED SALE OF CERTAIN ASSETS OF ERG
INTERMEDIATE HOLDINGS, L.L.C. AND ITS AFFILIATED DEBTORS FREE
AND CLEAR OF LIENS, CLAIMS, ENCUMBRANCES, AND INTERESTS;
(D) AUCTION: AND (1II) FINAL SALE HEARING RELATED THERETO

PLEASE TAKE NOTICE OF THE FOLLOWING:

I. On April 30, 2015 (the "Petition Date"), ERG Intermediate Holdings, L.L.C. and
its affiliated debtors and debtors in possession (collectively, the "Debtors") each filed a voluntary
petition under chapter 11 of title 11 of the United States Code (the "Bankruptcy Code") in the
United States Bankruptcy Court for the Northern District of Texas, Dallas Division
(the "Bankruptcy Court"). On May 1, 2015, the Debtors filed with the Bankruptcy Court a
motion [Docket No. 20] (the "Sale Motion") seeking, among other things, (a) authority to sell
substantially all of the assets of the Debtors, wherever located, relating to the Debtors' operations
in the State of California (the "Assets") free and clear of all liens, claims, encumbrances, and
interests (the "Sale"); (b) approval of certain procedures (the "Bid Procedures") for the
solicitation of bids with respect to the Sale (the "Bid Procedures Relief"); (c) approval of certain
procedures (the "Assignment Procedures") in connection with the identification and assumption
of certain contracts and leases in connection with the Sale; and (d) scheduling of a final hearing
with the Bankruptcy Court for approval of the Sale (the "Sale Hearing").

2. A hearing on the Bid Procedures Relief was held before the Bankruptcy Court on
June 11, 2015, and thereafter the Bankruptcy Court entered an order, among other things,
approving the Bid Procedures Relief [Docket No. ] (the "Bid Procedures Order"). A copy of
the Bid Procedures Order is attached hereto as Schedule 1. The Bid Procedures Order
establishes the Bid Procedures that govern the manner in which the Assets are to be sold. All

: The Debtors in these cases, along with the last four digits of each Debtor's federal tax identification

number, are ERG Intermediate Holdings, LLC (2521); ERG Resources, L.L.C. (3522); West Cat Canyon,
L.L.C. (7377); ERG Interests, LLC (7538); and ERG Operating Company, LLC (7946). ERG Intermediate
Holdings, LLC is the direct or indirect parent of each of its affiliated Debtors. The mailing address for each
of the Debtors, with the exception of ERG Operating Company, LLC, is 333 Clay Street Suite 4400,
Houston, TX 77002. The mailing address for ERG Operating Company, LLC is 4900 California Avenue
Suite 300B, Bakersfield, CA 93309. The above addresses are listed solely for the purposes of notices and
communications.
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bids must comply with the Bid Procedures and be submitted so as to be received not later than
4:00 p.m. (prevailing Central time) on July 27, 2015.

3. Pursuant to the Bid Procedures, the Debtors' intend to market the Assets for sale.
Each Qualified Bidder (as defined in the Bid Procedures) shall be invited to participate in an
auction (the "Auction") at the offices of JONES DAY, 717 Texas Avenue, Suite 3300, Houston,
Texas 77002, which Auction must be attended in person and which shall commence at 10:00
a.m. (prevailing Central time) on July 29, 2015. Any party interested in submitting a bid should
contact the parties set forth in the Bid Procedures attached as Annex 1 to the Bid Procedures
Order.

4. The Sale Hearing currently is scheduled to be conducted on August 3, 2015 at
9:00 a.m. (prevailing Central time) at the United States Bankruptcy Court for the Northern
District of Texas, Dallas Division, 1100 Commerce Street, Dallas, Texas 75242, before the
Honorable Harlin D. Hale United States Bankruptcy Judge, to consider the approval of the sale
of the Assets to the prevailing Qualified Bidder at the Auction (the "Successful Bidder"). The
Debtors shall seek entry of an order approving the Sale substantially in the form of the order
attached to the Sale Motion as Exhibit D (the "Sale Order"), with such changes as may be
required to reflect the results of the Auction. The Sale Hearing may be adjourned or rescheduled
from time to time as permitted by the Bid Procedures without further notice other than an
announcement by the Debtors in the Bankruptcy Court of such adjournment on the date
scheduled for the Sale Hearing.

5. A copy of the Bid Procedures Order and the Sale Motion (including the proposed
Sale Order) may be obtained by (a) sending a written request to counsel to the Debtors, JONES
DAY, 77 West Wacker Drive, Chicago, Illinois 60601 (Attn: Joseph A. Florczak), or
(b) accessing the website of the Debtors' claims and noticing agent, http://dm.epiql 1.com/erg.

7. THE HEARING DATE ON SUCH SALE IS SET FOR AUGUST 3, 2015.
NO OBJECTION TO SUCH SALE WILL BE CONSIDERED UNLESS A WRITTEN
RESPONSE IS FILED WITH THE CLERK OF THE UNITED STATES
BANKRUPTCY COURT BY THE OBJECTION DEADLINES (AS DEFINED BELOW).

OBJECTIONS TO THE RELIEF REQUESTED IN THE SALE MOTION,
INCLUDING THE DEBTORS' REQUEST TO APPROVE THE SALE OF THE
ASSETS FREE AND CLEAR OF ALL LIENS, CLAIMS, ENCUMBRANCES, AND
INTERESTS TO THE SUCCESSFUL BIDDER (EACH, A "SALE OBJECTION"),
MUST BE MADE IN WRITING, FILED, AND SERVED SO AS TO BE ACTUALLY
RECEIVED BY 4:00 P.M. (PREVAILING CENTRAL TIME) ON JULY 20, 2015.
OBJECTIONS RELATED SOLELY TO THE DEBTORS' SELECTION OF THE
SUCCESSFUL BIDDER OR THE SUCCESSFUL BIDDERS' PROVISION OF
ADEQUATE ASSURANCE OF FUTURE PERFORMANCE UNDER ANY
ASSUMED CONTRACT OR ASSUMED LEASE (EACH, A "SUCCESSFUL
BIDDER OBJECTION, AND TOGETHER WITH THE SALE OBJECTIONS, AN
"OBJECTION") MUST BE MADE IN WRITING, FILED, AND SERVED SO AS TO
BE ACTUALLY RECEIVED BY 4:00 P.M. (PREVAILING CENTRAL TIME) ON
JULY 31, 2015 (COLLECTIVELY, THE "OBJECTION DEADLINES").
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IF NO HEARING ON SUCH NOTICE OR MOTION IS TIMELY
REQUESTED, THE RELIEF REQUESTED SHALL BE DEEMED TO BE
UNOPPOSED, AND THE COURT MAY ENTER AN ORDER GRANTING
THE RELIEF SOUGHT OR THE NOTICED ACTION MAY BE TAKEN.

8. ANY OBJECTION MUST BE SERVED IN ACCORDANCE WITH THE
PRECEDING PARAGRAPH ON EACH OF THE FOLLOWING PARTIES: (a)the
Debtors, c/o ERG Intermediate Holdings, L.L.C., 333 Clay Street, Suite 4400, Houston, Texas
77002 (Attn: Rebecca A. Roof); (b) counsel to the Debtors, JONES DAY, 717 Texas Avenue,
Suite 3300, Houston, Texas 77002 (Attn: Tom A. Howley) and JONES DAY, 77 West Wacker
Drive, Chicago, Illinois 60601 (Attn: Brad B. Erens); (c¢) counsel to the DIP Agent and Pre-
Petition Agent, White & Case LLP, 200 South Biscayne Boulevard, 49 Floor, Miami, Florida
33131 (Attn: Thomas E Lauria, Esq.); (d) counsel for the Official Committee of Unsecured
Creditors, Pachulski Stang Ziehl & Jones LLP 780 Third Avenue, 34th Floor, New York, NY
10017 (Attn: Robert J. Feinstein) and Pachulski Stang Ziehl & Jones LLP 10100 Santa Monica
Boulevard, 13th Floor, Los Angeles, CA 90067-4003 (Attn: Jeff Pomerantz); and (e) the Office
of the United States Trustee for the Northern District of Texas, 1100 Commerce Street, Room
976, Dallas, TX 75242 (Attn: Erin Schmidt).

0. The Bid Procedures Order approves the Assignment Procedures, which set forth
the (i) manner in which the Debtors will (a) identify the Assumed Contracts (as defined in the
Agreement) and the Assumed Leases (as defined in the Agreement) and (b) identify amounts the
Debtors believe are necessary to cure defaults under each of such Assumed Contracts and
Assumed Leases as determined by the Debtors; and (ii) procedures to be followed by any party
that wishes to object to the proposed assumption and assignment of any Assumed Contract, or
Assumed Lease, the Cure Payment Liability proposed by the Debtors in respect thereof or the
ability of the Successful Bidder to provide adequate assurance of future performance. An
additional notice setting forth the specific Assumed Contracts and Assumed Leases to be
assumed by the Debtors and the proposed Cure Payment Liability for such contracts will be
served upon all counterparties to the Assumed Contracts and Assumed Leases.

10. The failure of any person or entity to file an Objection on or before the applicable
Objection Deadline shall be deemed a consent to the Sale of the assets to the Successful Bidder
and the other relief requested in the Sale Motion, and be a bar to the assertion, at the Sale
Hearing or thereafter, of any objection to the Sale Motion, the Auction, the sale of assets, the
Debtors' consummation and performance of a purchase agreement with the Successful Bidder
(including, without limitation, the transfer of the assets purchased at the Sale free and clear of all
liens, claims, encumbrances and interests).

13. This Notice is subject to the full terms and conditions of the Sale Motion, the Bid
Procedures Order, and the Bid Procedures, which shall control in the event of any conflict. The
Debtors encourage parties in interest to review such documents in their entirety and consult an
attorney if they have questions or want advice.
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Dated: , 2015

Tom A. Howley

JONES DAY

717 Texas Avenue, Suite 3300
Houston, Texas 77002
Telephone: (832) 239-3790

Brad B. Erens

Joseph A. Florczak

JONES DAY

77 West Wacker

Chicago, Illinois 60601
Telephone: (312) 782-3939

ATTORNEYS FOR DEBTORS
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Schedule 1

BID PROCEDURES ORDER
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EXHIBIT 2

Assumption Notice
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UNITED STATES BANKRUPTCY COURT
NORTHERN DISTRICT OF TEXAS

DALLAS DIVISION
In re: § Chapter 11
§
ERG Intermediate Holdings, L.L.C., et al.,1 § Joint Administration Pending
§
Debtors. § Case No.: 15-31858-hdh-11

NOTICE OF DEBTORS' INTENT TO ASSUME, ASSIGN, TRANSFER,
AND/OR SELL CERTAIN EXECUTORY CONTRACTS, AND LEASES

PLEASE TAKE NOTICE THAT, on April 30, 2015 (the "Petition Date"), ERG
Intermediate Holdings, L.L.C. and its affiliated debtors and debtors in possession (collectively,
the "Debtors") each filed a voluntary petition under chapter 11 of title 11 of the United States
Code (the "Bankruptcy Code"), in the United States Bankruptcy Court for the Northern District
of Texas, Dallas Division (the "Bankruptcy Court"). The Debtors continue to operate their
businesses and manage their property as debtors in possession pursuant to sections 1107(a) and
1108 of the Bankruptcy Code.

PLEASE TAKE FURTHER NOTICE THAT, on May 1, 2015, the Debtors filed a
motion [Docket No. 20] (the "Sale Procedures Motion")* with the Bankruptcy Court seeking,
among other things, approval of certain procedures (the "Assignment Procedures") applicable to
the identification and assumption of certain contracts (the "Assumed Contracts"), and certain
leases (the "Assumed Leases") and assignment thereof, in connection with the Sale by which the
Debtors intend to sell certain of their assets.

PLEASE TAKE FURTHER NOTICE THAT, on , 2015, the Bankruptcy
Court entered an order [Docket No. ] (the "Bid Procedures Order") granting the Sale
Procedures Motion and approving the procedures for the assumption and assignment of the
Assumed Contracts, and Assumed Leases. A copy of the Bid Procedures Order is attached
hereto as Schedule 1.

Debtors in these cases, along with the last four digits of each Debtor's federal tax identification number, are
ERG Intermediate Holdings, LLC (2521); ERG Resources, L.L.C. (3522); West Cat Canyon, L.L.C.
(7377); ERG Interests, LLC (7538); and ERG Operating Company, LLC (7946). ERG Intermediate
Holdings, LLC is the direct or indirect parent of each of its affiliated Debtors. The mailing address for each
of the Debtors, with the exception of ERG Operating Company, LLC, is 333 Clay Street Suite 4400,
Houston, TX 77002. The mailing address for ERG Operating Company, LLC is 4900 California Avenue
Suite 300B, Bakersfield, CA 93309. The above addresses are listed solely for the purposes of notices and
communications.

Where the context requires, each capitalized term used but not otherwise defined herein shall have the
meaning ascribed to such term in the Sale Procedures Motion.
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PLEASE TAKE FURTHER NOTICE THAT the Debtors intend to assume,
assign, transfer, and/or sell to the Successful Bidder (together with its subsidiaries and any
successors or assigns) the Assumed Contracts and Assumed Leases listed on Schedule 2 annexed
hereto pursuant to sections 363 and 365 of the Bankruptcy Code.

PLEASE TAKE FURTHER NOTICE THAT the Debtors have set forth on
Schedule 2 hereto the amounts necessary to cure defaults and/or to provide compensation or
adequate assurance of compensation for actual pecuniary loss resulting from a default prior to the
Petition Date (the "Cure Payment Liabilities"). The amounts set forth on Schedule 2 may, in
some instances, represent the amount that the Successful Bidder has advised it is prepared to pay
in order to take an assignment, transfer, and/or sale of a particular Assumed Contract or
Assumed Lease. The Bankruptcy Code requires that the Cure Payment Liabilities (which
include any amounts owing on account of the Debtors' prepetition obligations under the
Assumed Contracts and Assumed Leases) be paid (or that adequate assurance of payment be
provided) to the parties owed such amounts upon the Debtors' assumption of the Assumed
Contracts and Assumed Leases.

PLEASE TAKE FURTHER NOTICE THAT ANY PARTY SEEKING TO
ASSERT AN OBJECTION TO THE ASSUMPTION BY THE DEBTORS AND
ASSIGNMENT, TRANSFER, AND/OR SALE TO THE SUCCESSFUL OF CONTRACT,
OR LEASE INCLUDING TO THE VALIDITY OF ANY CURE PAYMENT
LIABILITIES AS DETERMINED BY THE DEBTORS OR TO OTHERWISE ASSERT
THAT ANY OTHER AMOUNTS, DEFAULTS, CONDITIONS, OR PECUNIARY
LOSSES MUST BE CURED OR SATISFIED UNDER THE ASSUMED CONTRACTS
AND ASSUMED LEASES MUST FILE AND SERVE ITS OBJECTION (ANY SUCH
OBJECTION, AN "ASSUMPTION OBJECTION") SETTING FORTH WITH
SPECIFICITY ANY AND ALL CURE OBLIGATIONS OR OTHER CONDITIONS
WHICH SUCH PARTY ASSERTS MUST BE CURED OR SATISFIED WITH RESPECT
TO SUCH CONTRACT OR LEASE WITH APPROPRIATE DOCUMENTATION IN
SUPPORT THEREOF, SO THAT SUCH ASSUMPTION OBJECTION IS ACTUALLY
RECEIVED BY (a) the Debtors, c/o ERG Intermediate Holdings, L.L.C., 333 Clay Street, Suite
4400, Houston, Texas 77002 (Attn: Rebecca A. Roof); (b) counsel to the Debtors, JONES DAY,
717 Texas Avenue, Suite 3300, Houston, Texas 77002 (Attn: Tom A. Howley) and JONES
DAY, 77 West Wacker Drive, Chicago, Illinois 60601 (Attn: Brad B. Erens); (c) counsel to the
DIP Agent and the Pre-Petition Agent, White & Case LLP, 200 South Biscayne Boulevard, 49"
Floor, Miami, Florida 33131 (Attn: Thomas E Lauria, Esq.); (d) counsel for the Official
Committee of Unsecured Creditors, Pachulski Stang Ziehl & Jones LLP 780 Third Avenue, 34th
Floor, New York, NY 10017 (Attn: Robert J. Feinstein) and Pachulski Stang Ziehl & Jones LLP
10100 Santa Monica Boulevard, 13th Floor, Los Angeles, CA 90067-4003 (Attn: Jeff
Pomerantz); and (e) the Office of the United States Trustee for the Northern District of Texas,
1100 Commerce Street, Room 976, Dallas, TX 75242 (Attn: Erin Schmidt) (collectively,
the "Notice Parties") BY 4:00 P.M. ON JULY 20, 2015 (THE "OBJECTION DEADLINE").

PLEASE TAKE FURTHER NOTICE THAT ANY PARTY SEEKING TO
ASSERT AN OBJECTION TO THE ABILITY OF THE SUCCESSFUL BIDDER TO
PROVIDE ADEQUATE ASSURANCE OF FUTURE PERFORMANCE OF AN
ASSUMED CONTRACT OR ASSUMED LEASE MUST FILE AND SERVE ITS
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OBJECTION (ANY SUCH OBJECTION, AN "ADEQUATE ASSURANCE
OBJECTION"), SO THAT SUCH OBJECTION IS ACTUALLY RECEIVED BY THE
NOTICE PARTIES BY 4:00 P.M. ON JULY 31, 2015 (THE "ADEQUATE ASSURANCE
OBJECTION DEADLINE").

PLEASE TAKE FURTHER NOTICE THAT, EXCEPT AS LIMITED BY
THE NEXT PARAGRAPH, UNLESS AN ASSUMPTION OBJECTION OR ADEQUATE
ASSURANCE OBJECTION, AS APPLICABLE, IS FILED AND SERVED BY A PARTY
TO AN ASSUMED CONTRACT OR ASSUMED LEASE OR A PARTY INTERESTED
IN AN ASSUMED CONTRACT OR ASSUMED LEASE BY THE APPLICABLE
OBJECTION DEADLINE, ALL PARTIES WHO HAVE RECEIVED ACTUAL OR
CONSTRUCTIVE NOTICE HEREOF SHALL BE DEEMED TO HAVE WAIVED AND
RELEASED ANY RIGHT TO ASSERT AN ASSUMPTION OBLIGATION OR
ADEQUATE ASSURANCE OBJECTION, AS APPLICABLE, AND TO HAVE
OTHERWISE CONSENTED TO THE ASSUMPTION, ASSIGNMENT, TRANSFER,
AND/OR SALE, AND SHALL BE FOREVER BARRED AND ESTOPPED FROM
ASSERTING OR CLAIMING AGAINST THE DEBTORS, THE SUCCESSFUL
BIDDER, OR ANY OTHER ASSIGNEE OF THE RELEVANT ASSUMED CONTRACT
OR ASSUMED LEASE THAT ANY ADDITIONAL AMOUNTS ARE DUE OR
DEFAULTS EXIST, OR CONDITIONS TO ASSUMPTION OR ASSIGNMENT MUST
BE SATISFIED, UNDER SUCH ASSUMED CONTRACT OR ASSUMED LEASE.

PLEASE TAKE FURTHER NOTICE THAT Assumption Objections must set
forth the cure amount or other obligation the objecting party asserts is due, the specific types and
dates of the alleged defaults, pecuniary losses, and conditions to assignment and the support
therefor, if any. Upon receipt of a Cure/Assignment Objection, the Successful Bidder (on behalf
of the Debtors' estates) may hold an amount equal to the Claimed Cure Amount in reserve
pending further order of the Court or agreement between the Successful Bidder and the objecting
party, and the Successful Bidder shall have the right to litigate any dispute about the Claimed
Cure Amount on behalf of the Debtors' estates. So long as the Successful Bidder holds the
Claimed Cure Amount in reserve, the Debtors shall seek authority to assume, assign, transfer,
and/or sell the Assumed Contract or Assumed Lease that is the subject of an objection without
further delay.

PLEASE TAKE FURTHER NOTICE THAT if, as to any Assumed Contract, or
Assumed Lease, no Assumption Objection is received by the Objection Deadline, such Assumed
Contract, or Assumed Lease shall be deemed assumed by the Debtors and assigned, transferred,
and/or sold to the Successful Bidder without further order of the Bankruptcy Court, effective as
of the later of (i) the entry of the Sale Order approving, among other things, the Asset Purchase
Agreement with the Successful Bidder (the "Agreement") or (ii) the payment of the applicable
Cure Payment Liability, if any, set forth in Schedule 2 hereto. If an Assumption Objection is
received by the Objection Deadline and the Debtors and the Successful Bidder are unable to
resolve such objection consensually, the proposed assumption and assignment which is the
subject of such Assumption Objection shall be subject to further order of the Bankruptcy Court,
and the Debtors shall promptly schedule a hearing to consider such Assumption Objection.

NAI-181963876v7 3



Case 15-31858-hdh11 Doc 281 Filed 06/15/15 Entered 06/15/15 14:41:46 Page 31 of 33

PLEASE TAKE FURTHER NOTICE THAT, subject to the terms of the
Agreement, notwithstanding anything herein to the contrary, the Successful Bidder may, from
time to time, exclude any Assumed Contract or Assumed Lease in its sole and absolute discretion
until the Closing. The non-debtor party or parties to any such excluded contract or lease will be
notified of such exclusion by written notice mailed within three (3) business days of such
determination.

PLEASE TAKE FURTHER NOTICE THAT hearings with respect to Assumption
Objections shall be held on such date as the Bankruptcy Court may designate.

PLEASE TAKE FURTHER NOTICE THAT IF YOU AGREE WITH THE
CURE PAYMENT LIABILITIES SET FORTH ON SCHEDULE 2 AND DO NOT
OTHERWISE OBJECT TO THE DEBTORS' ASSUMPTION, ASSIGNMENT,
TRANSFER, AND/OR SALE OF YOUR CONTRACT OR LEASE YOU NEED NOT
TAKE ANY FURTHER ACTION.

PLEASE TAKE FURTHER NOTICE THAT a complete copy of the Sale Motion
may be obtained by (a) sending a written request to counsel to the Debtors JONES DAY, 77
West Wacker Drive, Chicago, Illinois 60601 (Attn: Joseph A. Florczak), or (b) accessing the
website of the Debtors' claims and noticing agent, http://dm.epiqll.com/erg. The Debtors
encourage parties in interest to review such documents in their entirety and consult an attorney if
they have questions or want advice.

Dated: , 2015

Tom A. Howley

JONES DAY

717 Texas Avenue, Suite 3300
Houston, Texas 77002
Telephone: (832) 239-3790

Brad B. Erens

Joseph A. Florczak

JONES DAY

77 West Wacker

Chicago, Illinois 60601
Telephone: (312) 782-3939

ATTORNEYS FOR DEBTORS
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Schedule 1

Bid Procedures Order
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Schedule 2

List of Assumed Contracts, and Assumed Leases and Cure
Payment Liabilities
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