PennWest

Exploration

lssied On Behalf of Penn Weat Petraleum (*Buyer}
ATTN, * Tara Pasveer
ADDRESS. » TG Enginsering inc

* B0O, 840-8th Ave 8 W , Calgary, AB T2P 5T1
TEL * +-403-200-8420
E-MALL  «ipasveer@igeng com

PW Projsct Mansger: Robin Sohil

VENDOR: Candyns Pump Serviosa fno. ("8elter”)
ATTN  John Podorieszach
ADDRESS' 3016 - 57th Ave 8E
Caigary, AB, TaCoB2
TEL 1-403-483-7772
E-MAL  John pod@oandyna, com

BHIPPING METHOD
Haid for Pickup

MEM® ary ugn

DATH 10-Aug-12
PO NO AMRBBOWMTNN THE - 4286017 —co |
BHIP TO DELVERY INSTRUCTION TBC

FIELD CONTACT TBA
PROJECT NAME Sisve Paln 08-02 Waler Flood
PROJECT NUMBER-P442040-

AFE®. AT2ZB011T
GLCODE 335-1658

ADDITIONAL INFORMATION: Involoas o ba malied directly to Penn West
Exglaration Suite 200, 207 Sth Ave 8W Caigery AB T2P 1K3

Aliention lo Robin Sehl

*“PO Number must appsar on all invclees, shipping papers, bllls of lading and
FOB

Caigary, AB
DESCRIPTION

Ona (1) Water Injection Skid as per Candyna Pump Barvices Inc.
Quota Ref 3008-WH30M-TP-Rev.1

Paokage unit wil conform to the faliowing PenWest Spacifioation

CE.B.001 - Byusiurs) Stes)
CE.8.002 - Stesl Bulkings
FDP 007 - Line Steing

JE.B.001 - Instrumanialion

1.00

:
[
i

ME.8.011 - Insulalion
* ME.B.012 - Painting

1.00

MiE.8.005 - Positva Displacement Pumpa
ME.8.008 - Piping Matarial Guilelines

ANSI Raling: 180 ANSI
|
Beur (YeaMNo) Yes
Two (2) Main Injection Pumps
Maka:
Type Triplex Plunger
Modst: W120M
Phunger St 2 Tungsien Carblde
Plunger Connactions: 3° 180 ANS! FF Suclion
1.6" AP! B000 R Discharga
[toriat Dupisx Bislniess Steal
Sour Bervice Yea
Handiss Chiortdes (Yes/No): Yes
Puisation Dampner; 300 culn 3° 300 ANS! Suniion
L] 1.00 Lot 300 ouln 2° 1500 ANS! Dischargs
Lubercation Syatem:
Suclion Pressure, 250
Dischargs Pressura. 2538 paig (17500 kPa)
Capaclly: 60 gpm (270 mAd)
Motor Maka;
Motor Rating, 1200 RPM @ 100 MP
Motor VIHZ/Ph: 480/80/3
Emclosure; TEFC
Motor Orientation:
Motor Classifiostion: Clasa |, Division B

peckagas®e
DELIVERY DATE

30-Now12 (1448 Welks ARO) |57 ) 1, o lc

CURR. UNIT PRICE LINE TOTAL

CAD  $494.38800 § 484,988.00
CAD Inchuded inghuded
CAD Inchwdad Included



ITEM @ ary uom DEBCRIPTION CURR. UNIT PRICE LINE TOTAL

Buliding snd 8kid

Building Stra: 'L LeiP-11"Wx &G H

Exterior: 22 Gauge Galvanizsd Stesi

Interion; 24 Gsuge Whits Fluted Alum Uning

Vapour Barier; 8 mi Paly

Bullding Insulation: R12 walls, R20 roof

Doors: (2 3%

Windowa: (2) 40" x 40" doubis glazad wire gissa with siide, soreen

ond loch

VentlaSon: (4) 12° x 18" louvers with bugaareen

Fon [2) 18" EXP
4 1.00 Es Healsr: (2) 18 ¥W Rufineck/Mszloc slectric CAD Included Included

los Racks: Insluded

Skid Conneclior: 4" 150 ANS| RF Suotion

3" 1800 ANSI RF

Siid Size: MO L 1rarw

Floor: 14" Chacker Pisla

Cortsinment Lip: 2

Ficor Drain: Opan Bump and Floor Drain

Sump Pump: [option) Yes

8Xid Underalde Insulalici.  5° Py Ratardant Spray Foam

Lifting Luge: 4

Cwi P Eng Stemp: Includad

Manua! Velvea

Ball: Meridian
B 100 Lot Giobe; None CAD Inchuded Includsd

Cheok Valve: Durabla

Nesde/Guags: Cantury or Equal
8 1.00 N/A Intsrmal Cosling for Valves CAD NW/HU  § 8,280.34
14 1.00 N/A Eng Stamp for Skid CAD Intiuded Included

Bpare Main Injection Pump

Make: Wastharford

ios wo
[} 1.00 Ea Flmlnt 7 Tungsten Carbide CAD §$T038200 § 70,382.00

Plunger Conneclions: 3" 150 ANSI FF Sucfian

15" APi 8000 RJ Discharge

Malerish Dupiax Steinless Stesl
-] 1.00 N/A  Enlarge to 0" Suction Header CAD 00800 $§ 3,068.00
10 1.00 Lot Twa (2} - Enple Comprassors Mods] PVDIRA CAD  §$1000000 § 10,000.00
" 1.00 Ea Daliach Permesble Mambrane Dryar CAD $2600800 § 2,00800
12 1.00 Ea Upgrade x7° Doorto 6'x7 CAD §103000 § 1,030.00
13 1.00 Lot Two (2) - 8pool Pleces for Future Cherge Pumps CAD 408800 § 4,885.00
14 1.00 m"""'"" CAD 1230000 § 12,300.00

307 L2 711" W o 37-11" L x 17" W (for two edditional charge pumpe In future)

Buliding Enlargemant
» 100 NA r19* L 17-11°W bo 42 Lx 17" W (for adding fourth ter) b Ramomn § &xom
16 1.00 N/A Change from Glavanized Sleel to Glavalume Exterler (42 L x 17" W) CAD #0000 $ 1,010 00

The quaniitiss ksted are sppronimsts anly and are besed on Penn Wasts anticipated ennual ussgs. The aciue! quenities may vary conaldembly

wnd Pann West will nat gusreniss the quantities isted wil bs purchased,
Al fiting designs must ba registersd with ABSA, BCSA, Sashatchewan end Menioba Bollsra Branch [ epplcabls).

Date:

i

Thie:

VAVZ -/ —
Acespted by Vendor: o a5

i L
R - R

Services, which Is mizched end ncorporated,
1. Payment Terms: Net 80 Days

2. Seller shall notify Buyer immediately If It s unable to ehip 85 specifisd

Lorna Morishita, P. Eng.

Sr. Manager, Facilities E

;&Zﬁﬂ%%/ . =

//‘,;7/1 é‘k[;;.’/'v‘c‘:—c ﬁ'{/:ﬂmS 7é4”

By signing end retumiag this order, e Selir sgnes D perormln 7 27 27 § 9 (L wen
scoardance with ol provisions eat forth on this Purchess Oider end the
docursent entified Terms and Conditions for the provislon of Goods or

TOTAL § 848, 38848
o ;},Px;_s 1012
mmmwwﬁ.ﬁ
Nams; Robin Sehti
T ] Facliies Engneer
bt 10-Aug-12

e — LR TP

ineering
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TP ol v cotdmiia 7
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4.2

STANDARD TERMS AND CONDITIONS FOR THE PURCHASE OF OFFSITE GOODS AND SERVICES ("Terms and Conditions")

Definitions and Interpretation

“Contractor”; the parly identified as the Contraclor in the Purchasa Order;
"Effective Date”: (he date upon which Corlractor relums to Penn West a fully
execuled copy of tha Purchase Order form or other document acknowledging
Conlraclor's acceplance; "Goods™; any goods, malerials and supplies required lo
be fumished to Penn West by Contraclor (including any part or paris thareof)
undar the Purchase Order; "Losses™ all damages, claims, lossas, BXPENSes,
liabllities, Injuries, fines, penalties, selttements, ewards, judgmanis, or athar
cosls, obligations and causes of aclion of every kind and nature whatsoever
{including legal expenses and solicitor and its own clent cosls); "MBA": the
Penn West Master Services Agresment or athar Penn Wasl standard form
services agreement In place belween the parties, as amended, If any; “Penn
West™ Penn Wesl Petroleum, a general parinership and any Affiiste, where
“Affiliate” shall mean any other person lhat direclly or indirectly conlrals, is
conlrolled by or Is under common conlrol with Penn West; "Penn West
Palloles™; ihe cureent version of all of Penn Wesl's polldes, procodwes and
guidalines available at www.pennwest.com or suppliad lo Gonlraclor by Penn
West, as may be amendad o updated from fime to time, insofar as same relale
to the supply of the Goods or performance of Senvicas hereundsr; *Purchasa
Order": the Penn West standard purchase order form or other agresment
betwzen Penn West and Contractor relaling o the Goods and/or Services, which
shall include these Off-site Terms and all other documents which have been
identified as forming part of the agreemenl between tha paries herato relating to
the Goods andfor Services, including withoul limi, any change orders,
specifications, drawings or othar descipions suppliad by Penn West or
produced by Contractor or ils Rep : "Rep ive®: each of a
parly’s officers, directors, employees, agents, servants and subcontraclors:
"Bervices™: the services required 1o be fumished to Penn West by Conlracter
under tha Purchasa Order, including without limit, services associated with the
Goods, Induding deslgn, englneering, fabrication, packing, ahipping, instaliation
and fesling of the Goods; “Worksite" means a Penn West |eese site, {aclity or
other field aperalion or office, including without limil, non-operated fadlilies and
undeveloped sites.

The Purchase Order, including thess Off-slte Terms, shall be supplamantary lo
the MSA and bolh such agresments shall coliecivsly embady the enfire
understanding between the parties with respect lo the Goods and Services and
suparcada and replace any prior agreaments batween the parias with mspec io
same. To the exient thal thece I8 any gap or Inconsislency between the
Purchase Order and the MSA, tha provisions of the MSA shall take precedence
to the exten! necessary to resolve such gap or Incor excepl as explicily
slated and agreed in the Puchase Order. Contracior shall submit in writing any
canflicts In Interpretalion to Penn West for clarification.

The Purchasa Order bacomes binding as of the Effeclive Date.

No terms or oconditions endorsed upon, dellvered with or contained In
Contractor's quotation, anceptanace or other documents shall form part of
the Purchase Order unless explicitly agreed to in writing by an authorixed
representative of Penn West.

To the exent that the Purchase Order Is only in respect of Goods, or only In
respect of Services, the terms solely in respec! of tha other (Services or Goods,
as the case may be) shal nol apply.

Scope of Services

The Conlractor shall supply the Goods andfor Servicas in sirict accordance with
the Purchase Order and acknowledges that limely supply Is of uimost Imporiance
{o Penn West,

Penn Wesl may at any timo make changes to the Seivices or any partion of the
Services, inchxling, without limilaiion, additions, deletions and rescheduling by
submitling a changs order to Coniracior, which Contractor shall Immediately
review, execute and return lo Penn West. Cortlrector is nol enlilled to payment
for unauthorized Goods supplied or Services performed, provided that If
Contractor slarls to supply Goods or Services desoribed in the change order,
Confractor will be deemed lo have accepted the change crder. No allowance
shall be made fo Contraclor for loss of anticipated profil s a result of any
change.

Contracior shall make progress reporis lo Pann Wesi as specified in the
Purchase Order and Penn West shall be ertitfed 8t 8ll ressonsble limes io
inspect the Goods andior Services, but shall not be obligad to do so and
Inspection or ecceplance by Penn West shall not release Cordracior from any
obligation under the Purchase Order. If a defect or deficlency b it
during Inspection, Contractor shal promplly remedy al lis own expense,
Services Locafion and Access

No Services, including delivery, shall be performed al a Worksile under lhese
Off-slte Terms. Contraclor agrees thal any Services performed al a Worksite,
Including delivery, are subject 1o and will be performed In accordance wilh any
exisling MSA andfor the Penn West Standard Terms and Condilions for On-sile
Gaods and Services (Ffeld or Office, as appficable), and it will comply fully with
all Penn West vendor management requicements prior to allending at a Workslte.
Ethics, Performance and Safety

Ths Caniractor shall comply with and ensura all of its Representativas comply
with the mere slringent or higher slandard of applicable law and applicable Pann
West Policies at all times during the performance of Contractor's obligalions
under the Purchase Ordsr, Contractor agraes thal non-compliance with the
material provisions of any Penn Wast Policy may resulf in termination of the
Purchasa Order with cause and without nolice or payment in lieu of notice.

The Coniraclor and ils subcontraciors, suppliers and manutaciurars shall not pay
any commission or fee, or grant any rebate or other remunsration, consideration
or gratuity fo eny Representative of Penn Wesl. Further, the Con¥raclor and its
subconiraciors, suppliers and manufaciurers shall not grant any sacrel rebates,
ens to the other, or pay any secret commissiens or fees {o the Reprasentatives
of tha other in cannaction with the Goods andfor Barvicas,

PP

43

4.4

841

83

5.4

6.5

Q.

6.1

6.2

6.3

64

8.6

66

71

Wilhout limiing the application of 4.1 and 4.2, Contracior cerfifies that Il has read
Penn West's Code of Business Conduct and Ethics ("Code”) and acknowledges
the obligalions of Penn West Representalives under the Code, and agrees thal In
its supply of the Goods andfor Sarvices, it will comply with and enswre
compliance by the Contraclor's Repmsentatives with the provisions of the Code
that apply lo each and to ensure that ils provision of the Goads andfor Sarvices
does not pul any Individual or organization in breach of the Code.

Conlraclor shall only cofiec, use, retain and disclose personal information (as
may be defined by applicable privacy legisiation) regarding Penn West
Representati In acco with licable Jaw and for the purposes
specified in the Purchass Order and shall kesp all such informalion securely,
nolify Penn West of any unauthorized disclosure and relurn such infarmation and
alldwpbu thereol upon request by Penn West or termination of this Purchase
Order.

Insurance

Contraclor shall ba responsible for all insurance coverage and costs against alf
risk of loss for Goods and/or Services while In Contractor’s cars, cusiody and
control prior to acceptance and physical possassion by Penn Wast.

If specifled In the Purchase Order, Contractor shall oblain and carry Commercial
General Liabillty Insuranca of not less than $2,000,000 for bodily injury including
death andfor property damage, on lerms consisient with Indusiry practice having
regard to the nature of tha Goods and Services, including, where applicable, but
not limited to contraciual llablitty and prod pleted op 15 llebility.

K specified in the Purchase Order, Gonlraclor shall maintain throughoul the
course of perfarmance of Services and for a perlod of 2 years Lhereafer,
professtonal lisbility insurance with limits not less than $2,000,000 per dalm.

To the exient of Mabiilles assumed under the Purchase Order, the Cantractor
shall ensure Lhat "Penn West Petroleum Ltd, and all of its nubsidiades” s
exprassly zdded and included as an addilional Insured to Conlractor's
comprehensive general liability policy (if any) and that such policy doas not
prohibil cross llabllty coverage. Coniractar's Insurance shall be primary and
non-contributory.  Contractor shall provide Penn West with cusrent proof of
Insuranca prior 1o commencing Services and prompt nolice of any cancellation or
malerial change. Cantracior shall be rasponsible for all deducibles and ensure
that subcc s ca i eguivalent 1o Contraclor’s insurance.
Conlractor shall provide Penn Wesl with prompt nolice and full parliculars of any
claims or Incidenis that may resull In a claim (hat are related o the Services.

Conlraclor waives all righte sgainst Penn Wesl and the Penn West
Representalives for recovery of damages lo the extent these damages sre
covered by insuance maintained in accordance with the requirements hereof
and shall not parmil Ita Insurers to have rights of subrogation ageinst Penn West
and iis Representativas for claims that are related to the Servicas,

Title, Risk and Dellvery (applloable only with respeot to the supply of
Goodos, if any)

If no delivery dale Is spacified In the Purchase Order, Conlraclor shall deliver
Goods within 2B days of the Efiective Dale. [f Pann West agrees In wriling to
accepl delivery by Insteliments, this Purchesa Order shall be construed as a
single purchase order in respact of each instaliment. If delivery terms are not
olherwise specified In the Purchase Ordar, defivery shall be FOB the Worksite
spacified in the Purchase Order and delivered by a Penn West-approved on-slle
contractor.

Subject to Penn West's right lo refuse acceptance, all titlie, rights and Interest in
and 10 the Goods shall pass ta Penn Wesi on the eardier of defivery at the
location specified in the Purchase Order and payment for lhe Goods by Penn
‘West, provided that prior to dellvery and full payment, Pann Waest shall acquire a
properly interest and pertial {ille in the Goods proporilonate o any paymenis
made. Goods shall not be deemed accepled until finally inspected by Penn West
after delivery.

Goods shali remain at sole fisk of Conlractor until physical posaession and
acceplance of ihe Goods by Penn West, at which time risk shall pass to Penn
Wesl, except lo the exient that, notwithstanding delivery or payment, the Goods
remain in Contractor’s care, custody or control,

Contractor shall have affixed 1o each case, skid, crate or conlalner used fo
supply Goods lo Penn West one copy of packing sHip finnly affixed lo the exterior
and a second copy included on the inside, with & copy of the complele set of
packing lists for the entire shipment Included and affixed (o Lhe first case, skid,
crate or container in the shipment, which shell be properly marked and identified
as containing same.

Contraclor shell comply with appficable taw, Penn Wast Poficy and industry
standards in respect of the safe and propar handiing, transport and use of the
Goods and shall provide all relevant informalion with respact 1o same, including
warmning labels and health and safaly data with respect lo hazardous or toxic
Goods,

Upon delivery, should Penn West nollly Contractor of any damags, shorlages or

non-conformities, Contraclar shall immediately lake all necessary measures lo

raclify same, Penn Wosl shall have the right to relurn any Goods In whole or In
par al Contraclor’s expense that are delivarad in error, defeclive, deficient or not
in conformance with the Purchase Order and ratum them lo Confractor al

Contractors risk and expense on tha basis that a fult refund for the Goods and/or

Services so returned shall be pald forthwith by Contraclor,

Contraclor Warranties

Contractor warrants o Penn Wesl, and understands that Penn West Is relying

upon same in entering inlo tha Purchass Order that as of the Effeciive Date and

ihroughout the term:

{a} if the Conlractor purports to b incorporated, Gontraclor is an entily duly
consliluted and validly subsisling under lhe laws of its jurisdiction of
incorporalion and has all requisile power, legal capacity and autherity to
enter Inlo this Purchase Order and fo p ils obligations in Bccordance
with the terms of the Puchase Order and in the jurisdiction where the

Page 1




7.2

7.3

7.4

8.2

8.1

Services are 1o be performed and has duly authorized, execided and
delivered this Purchass Order;

(b)  this Purchase Order Is a valld and binding agreement enforceable against
Sellerin accordance with its terms and conditions;

(c) =all Services shall be performed In accardance wih the Purchase Order,
diligently, skillfully, efficently, carefully and safely In & good and
workmaniike manner and In accordance with good end sound preciices,
slandards and procedures consistent with those currently obsarved by
olher experienced and skilled panles (end In the case of professional
Services, professionals) praciicing in the Indusiry and Jurisdiction In which
Conlracior practicas;

(d) all equipment used In connection with the Services Is at all imes
inspecled, calibraled and mainlained in sccordance with manufaclurer’s
guldalines, applicable |aw, Indusky recommended praclices and whare
applicable, goad oilfisid practices; d

{e) al all imes during the performance of the Services, the Conlractor shall
comply with all applicable laws, orders, rules and regutations and all
applicable policles and procedures of Penn West;

() Contractor wil provide all permits, certificates and licenses which may be
required for the performance of Iis obligafions under the Purchase Order,
including any delivery obligations;

(g) all Contractor Representatives performing tha Services have current all
required training and ceriifications relevant to the Services and will provide
proof of same upen Penn Wes!'s request;

() the Goods and/for Services shall not constitite an infingemenl or
contributory infringement of any palent or any copyrighl or frademark, o
viclation of any Irade secret when sold or used for lls ordinery Intended
purpose or any speclal purpose spacified in lhe Purchase Order;

M  tha Gooda will be:

{1}  free and clear of any and all llens, charges and encumbrances and
the Gentraclor has the legal right Lo franster tile thereto;

(i)  without faull, defect {including latent defects) or deficiency;

(i) of the bast design, malerials and workmanship and propedy
assembled;

(iv)  new, unless spacifiad olherwisa in the Purchasa Order;

(v}  of good and merchantable quality and fit for use for their ordinary
intanded purpose as well 88 any epedal purpase specified in the
Purchase Order;

() compliant with appilcable law; and

{vii)  in strict conformance with the Purchase Order and any specfication,
drawing ar other descripiion supplied or advised by Penn West,

Cenlractor shefl, at ls own risk and expense, induding ell costs of removal,
ransperialicn, reinstallation and renspection, to the satisfaction of Penn West,
acting reasonably, promptly repair, replace, re-perferm or clherwise remedy any
defect or breach herecf In the Goods reported by Penn West within 30 days from
the expiration of the later of 12 months afler slart-up and 18 months afler
dejivery, as well as remedy any loss or damage Lo property of Penn West or any
other persons resulling from such defect or breach hereof. Such repaie,
replacerment and re-perfarmance shall be warranted for an additional 12 months
from the date of such ramedial action. Should Contraclor fail 1o promptly parform
such remedial aclion, Penn West may take such aclion at Contractor's expense
and Gontracior shall indamnify Penn West from all Losses relsting theralo,
Contractor shall ensure that all fiting designs (if any) are reglistered with the
appropriate regulatory and govemmantal authorities in Albenia, Brilish Golumbis,
Saskalchewan and Manitoba,

The Bervices shall be (ree from dafecia and from defici {including without
fimit, to the exdent C psrforms engl g Services, free from
deficiancies in enginearing and design, including faiure lo be fully integrated and
compatible with Penn West's existing faciltties, equipment and operations). Upon
nofice from Penn Weal within 12 months of the completion of Services, or
Conlraclor's warranly period, whichever ia laler, Contractor shall, a1 jls own
expense, prompily re-parform any the defective or dsficisnt Sarvices la the
exient required fo comecl in @ munner satisfactory to Penn Wesl, acting
reasonebly. Should Contraclor fall to promplly perform such remedial action,
Penn West may take such aclion &l Conlraclor’s expense and Contraclor shall
indemnify Pann Wesl from all Losses relaling thersto. In no avent shall Penn
West's ramadies in respect of any defect or deficiency be Emiied to re-
parformance and thesa warranty provisions shall apply to re-performed Services.

Nathing herein shall exclude the benefit of any collateral warranty or service
guaraniee offered by Confractor or any olhar person In connoction wilh the
Goode ardfor Services and on Penn West's request, Conlractor shall eilher
assign to Penn Waest or enforce for Penn Wesl's benefit such warranties or
guarsntess a8 may have been granted by its suppliers, manufacturers,
subconlraciors or any other person.

Independent Contractor

Conlractor Is an Independent conlractor |s not Penn Wests agent or
representalive and neither party shall be Habla for the actlons or omisslons of the
other.

Penn Wesl may appoint an egenl with authority lo adminisisr this Purchass
Order and lo the extent conslstent with the Purchase Order, Conlraclor shall
comply with any and all directions given by such agent as if such direclions were
given by Penn Wesl

Subcentracting

Canlractor may engage a subconiractor Lo supply and/or perform all or & portion
of the Goods andlor Services only with pricr written notice to Penn Wesl,
pravided that Penn Wesl may deny the participalion of any subcontractor. Acls
and omissions of subcontractars of any ftier shall be desmed to be acls or

9.2

10.
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111

1.2

113
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12.2

13.
434

132

14,
144
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15.
161

omissions of Conlractor end Conlractor shell remain fully llable for the
performance of ils cobligations undar tha Purchase Order, All jpsurance
obligations hereunder shall also apply to such subconiractors.

Pann West etrangly supports the use of aboriginal and local businesses and
Individuals for the provision of goods and/or services, Whenevar eppropriate, the
Contracior shall, in consultalion with Penn Wesl, proactively seek out and give
praference to aboriginal and local individuals and subco in the provision
of the Goods andlor Services, In addition, Contraclor shall such
reasonable business Information as may be requested by Penn Waesl fom time
to time In respact of Contractor's Incorporation cf aberiginal and local content in
the provision of lhe Goods andior Sarvices.

Taxes and Government Chargea

Conlractor shall be sololy respansibla for all remittances, taxes, assassments,
dulies, conlributions, deductions and charges In relation to the Goods andfor
Servicas and the parsons amployed In connection with Contractor's parfarmance
of the Services In \pli: with all appli law and in respect of programs
benefiling Contracior's Representafives. Pann West shall pay applicable GST,
sales and value added lax as purchaser of lhe Goods and Services.

Goniractor shall promptly advise If any Services are parformed by a non-residenl
of Canada, in which case Penn West shall be entilled lo withhold any portion of
payment as required by Jaw, with ne additlenal payment lo Contractor as a result
of cosls assodated with Canadian wihholding tax.

Involoing and Payment

Coniraclor shall submit original Invoices for the Goods and/or Services In
accordance with the Purchase Order specifying GST repistrat number,
delivery localion, and name and depariment of Penn Wesl Represantalive
racuesting the Goods and/or Services. Prices shall ba in Canadian dolars.

Contracior shall itemize separately on 1he Invoice el laxes, dullas, assessments
and other Iike charges required to be paid under the Purchage Order.

Subject fo 1is rights herein to deduct, setoff or withhold, Penn West shall use
reaganable commercial effarts 1o pay all invoicas within 80 days of recaipt
Payment prior to acceptance of Goads andlor Services shall not be construed as
acceplance of non-conforming Goods and/or Services or as relisving Contracior
from lis obligations under the Purchase Order.

Liens, Botoff and Withholding

Conlraclor shall promplly pay sll debls incwred by Contractor for labour,
services, equipment, materials and supplles used in the supply of the Goods
andfor Services and shall promplly effect the discharge of any lien or charge
registered in respect of the Goods and/or Services at its sole expense. If so
requested by Penn Wesl, Contractor shell not be entilled lo receive payment
from Penn Waslt until Contractor fumnishes evidence salisfactory to Penn Wasl of
full payment of such indebledness and Penn Wesl shall have the right o pay
such debts direcly and be relmbursed by Coniractor or set-off agalnst any
amounts owing to Contracter from Penn West,

Penn West may withhold pay tin e with ap law and for any
partion or portions of the invoice that Penn Weasl, acling reasanably, disputes,
untll the dispule is setllad, during which fime there shall be no intarruption of tha
aupply of Goods andfor Services by C or or interesi charged. Pann West
may deducl and sat-olf any amounts owed by Conlraclor to Penn West under the
Purchase Order from any amourt dus or owing by Pann West under any contract
betwean the pariies.

Audit

Conlractor shall keep in accordance with generally accepted accounting
principles complete and delailad books, accounts, racords and documentation in
respect of the Goods andfor Services In respect of all of tha Goods andlor
Services and at any time upon reasonable notics during normat business hours
for a perlad ending 36 months after the delivery of the Goods and/or Services,
Penn West or its nomines shall have the righl o Inspect and audit same.
Conlractor shall indude a like provision In its contracts with its subcontractors
and shall audit its subcantraciors on Penn West's reasonable request.

Cantractor shall refund to Penn West any overpayment disclosed by such audit,
and Penn Wasl shall pay o Contradlor the amount of any underpayment, both
within 30 days of such finding.

Liability and indemnity

The Contractor shall (a) be kable to Penn Wasl (including its Affiliates) and the
Penn West Representalives (the “Penn West Group®) for any Losses
hat which any of the Penn West Group may suffer, sustain,
Incur or pay; and {b} indemnlify and hold harmless each member of the Penn
‘Wesl Group from and inst all Losses wh which may ba brought
againsl any member of the Penn West Group or which any member of the Penn
West Group may suffar, suslain, incur or pay arising aut of or Incidental lo a
breach of any tamm or condilion of the Purchase Order by the Contractor or ils
Reprasenlalives or (he negligent acts, negligent omissions or misconduct of the
Contraclor or jis Representatives.
Notwithstanding any other provision of thia Purchase Order, neither parly shall be
liable o compensate or Indemnify the other parly or iis Representatives for any
indirect, spacial, consequential or punilive Losses, or any loss of profil, revenue,
business or goodwill, which Losses shall specifically exclude any fines or
pensllies impased by govaramanial authorifies.
Suspension and Termination
Penn West may al any lime wilhout liability suspend tha provision of Goods
andlor performance of Services In whole or In par, and shall pay any reasonable
and substantiated costs of Confraclor directly refated io the suspension, provided
that In the event thal the suspenslon Is due 1o the fault of the Contractor, no such
compansation shall bs payable. Conlractor shall resume Services upon requast
by Penn West and such suspension shall not relieve Contractor of its obilgallons
hersunder.
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Penn West may st any lime terminate the Purchese Osder in whole or in part by
plving Contraclor willten notlce whereupon Penn West shall be refeved of all
furthar obligations under the Purchase Order excepi for the payment of the
balance outstanding for tha Goods andior Senvices provided in a salisfeciory
manner to tha eflaclive date of termination and those reasonable non-cancellable
third party costs approved In advance by Penn West, provided that in rio event
shall Penn West be liable for Conlractor's indirect fosses or loss of anticipated
profits, If Penn Waest lerminates this Purchase Order becauss of Coniractor's (a)
material breach of its obligafions under this Purchase Order, or, if such breach is
non-material, {allure to remedy or commence remedylng the breach within 5 days
from the date of wrilten pofice from Penn Wes!; (b) bankrupley, insolvency,
assignment to creditors or simllar event; or (c) cessalion of its business, or i
Centractor lerminates the Puchase Order, in whole or in parl, other than in
accordance with the lerms beiow, Conlractor shall promplly relmburse Pann
West for Us costs of obiaining subsliftia Goods andfor Servicas in excass of the
Contraclor's contracl price (o fulfil the Purchase Order obligations. Upon
termination, Penn Wasl may remove from Contraclor's possession all Goods
and/or Services for which Penn Weat has pald (whether fabricsted or not) without
hindrance by Conlraclor or anycne claiming through Conlraclor.

Conltraclor may farminate this Purchase Qrder after giving 14 days wiitlen nelice
should Penn Wesl: (8) be  malerial breach of its obfigalions under ihs
Purchase Order and fall lp or having co d, fail to continue o
remedy the breech wilhin 14 days from lhe dale of the notice; (b) become
bankrupt, Insolvent or make an assignment to creditors; or (¢) ceased to camy on
ils businass.

Foroe Majeure

Each party is relieved of lts obligations under the Purchase Order o the exient
and for lhe time that fts performance is delayed o prevented by any cause
{excepl financial or lack of avalability of manpower, malerials or equipment)
beyand Iis reasonable control and shall Immediately notify the other party of the
nalure, exenl, effect and likely duration of any delay or prevenion of
performance. Penn Wesl may defer the dale of dellvery or terminate the
Purchase Order or reduce lhe quantily, nafure or exient of the Goods andfor
Services ondered If It is prevented from or delayed In Lhe canying on of that part
of its business relating to the Puchase Order by circumslances beyond its
reasonable conlrol.

Confidentlality

Contraclor shall maintain and shall ensure that its Representatives maintain in
the strictest confildence all informalion recelved from Penn Wesl or generated or
gained in the course of he performance of the Services, direclly or indirectly, thal
was not previously lawfully known to Contraclor, in the public domain, or lawfully
oblained from a third parly nol under an obligation of confidence and shall nol
dieclose it lo any 1hird parly (excep! as required by law with prompl prior notics to
Penn Wesl) nor use such informalion for any purpose other lhan Lhe
performance of the Purchase Order. Goniraclor shall relirn such confidantial
information to Penn West and delete or destroy all copies promptly upon request
and upon the completion of the provision of Goods andfor Services. Such
confidentiality obligetions shall continue for a period of 8 years subsequent to the
completion of the supply of Services undar {his Purchass Order,

Intellectual Property and Ownership of Information

Except as spocifically provided in the Purchase Order, neither parly shall acquire
any right, fitle or inferest in or Lo any intellectual property of the other parly In
endstence piior to the Effeclive Date, Conlraclor hereby gives Penn West all
necessary right and license fo use such of Contractor's intellectual property rights
a3 are relaled lo the Services.

Titie to all drawings, specifications, documants and dala {Induding without limit
any plans, verifications, caladations, notes, siudies, reperts, compuier programs
{other than Contraclors proprelary comgpuler programs and englneering
documents), dala, tachnical infarmation and other engineering documens)
whatsoever supplied to Contractor by Penn West or produced by Conlractor or
Its Represeniatives in connection with the supply of the Goods and/or Services
and all Information thereln ("Penn West Inteilectual Property”) snd rights
therelo shall at all imes rest exclusively with Penn Waest, All such materials shall
be considered confidential informetion and retuned lo Penn West upon demand
or upon the completion of provision of Goods and/or Services Any modifications,
improvements or enhancements to Contractor's pre-existing intellectual property
shall, lo tha extent thet seme do not embody Penn Wesl Intelleciual Property or
Penn Wasl confidential informalion, be owned by Conftraclor end Penn Wesl
shall have a worldwide, perpelual, royally-free, non-transferable, unresiricled
license lo use same,

Contraclor shall assign or cause to be assigned 1o Penn West any discovery or
invention conceived by Contractor for any material, process, equipment, mathod
or device developed through the pedformance of the Services (if applicable),
without charge.

All emission reductions in respect of the Services shall be the sole and exclusive
properly of Penn Waest and Conlractor agrees to walve all claims therato and
Indemnify and hold harmless Penn West for any Losses due 1o a claim by
Contractor Represantalive relating (o emission reductions.

Proprietary Marks and Publicity

Contractor shall not use or display Penn West's name, imdemarks, legos ar any
olher of Penn Wesl's proprielary marks or designations for any purpose or in any
madium, or publish or make &ny announcement in connection with the Goods
and/or Services without first obtalning Penn Wes!'s writien consent.
Miscellanecus

Nelther parly shall assign this Purchase Order withoul the prior written consent of
the other, not to be re bly withheld, provided that Penn Wes! may assign to
an Affiiate or to a third parly in the event of a merger, amalgamalion, corparate
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208
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re-organizalion or {ransfer of substantally el of Penn West's assels upon
provision of weiilen nolice to the Conliracior.

The Purchase Order shall bs govemed by and consirued In accordance with the
laws of the Province of Alberla and the faws of Canada applicable therein and
each party Irevocably submits to the exclusive jurdsdicion of ihe cours of the
Province of Alberia over any daim or matier arsing under or in connedtion wilh
ihe Purchase Crder.

Penn West's right Lo reguire stricl performence shall not be affecled by any
pravious waivar or courss of dealing.

No amendments to the Purchase Order shall be valld unleas they are in wiiling
and signed by authorized representalivas of both parties.

Notices shall be in wriling and may be delivarad parsonally or by fecsimile,
couriar or registarad mail to the party and address sel forth in lha Purchass
Order,

The Invalldity ar unenforceabliity of any provision of the Purchasa Order shall not
affect the validity or enforceablilty of any other provision of the Purchase Order.

The sights and remedies provided by the Purchase Order are cumulative and are
not exclusive of any rights or remedies provided In law, squily or otherwise.

This Purchase Order shall enure to the bensfit of and be binding upon the parlies
and thelr respective successors and permitted assigns,

The covanants, condilions and provisione contained In the Purchase Order,
including withoud limitation, confidentiality obligations, audit righls, wamranties and
indemnities survive termination and expiry of The Purchase Order for the benefit
of the party to whom they are given. In addition, the expiry or ferminalion of the
Purchase Order does not discharge or releasoe elther party from any fiability or
ebligation accrued at the lime of such expiry or termination or continuing beyond
or arising oul of such explry or termination.

20.10 I Contractor Is a joint venture the pariners ahall be joint ardd severally liable 1o

Penn Wasl for the joind vaniure's obligations pursuant to {his Purchase Order,

20.11 The Unitad Nations Convention on Conlracis for the International Sale of Goods

andfor Servicas does not apply lo the Purchass Ordar and =hall be disdaimed
and excluded from same.

20.12The Purchase Order may be exsculed and defivered by the parlies In

counlerparts and by facsimile or other electronic ransmission.




Penn West Exploration

Master Goods & Services Agreement

Initial Clarifications by Greg Pullam Rev O

(Please feel free to place your rebuttal notes below mine in a different colour if you wish).

Please find enclosed the inclusions, exceptions or questions CanDyne has in regards to the MSA for Penn
West:

6.6 Invoice Payment of 60 days. We have found that with authorizations, signatory requirements,
and various delays, etc. that there is typically an additional 15-30 days over/above a company’s
payment terms. We typically request a company payment terms of 30 days, and then it can typically
take an additional 15-30 days to actually receive the monies. CanDyne would prefer to set up payment
terms for 30 days if that is possible.

Additionally, most of our custom built manufactured products are specifically designed for an individual
client (such as Penn West) and are typically over $50,000. Our past experience with both Penn West and
most other customers is to set up a progress payment procedure for the equipment with a typical
payment design enclosed:

Twenty five percent (25%) of contract price is invoiced upon the confirmation of the order. Payment expected upon completion of
Order Confirmation.

Fifty percent (50%) of contract price is invoiced upon the arrival of the components of pump, driver, or other major equipment,
including but not limited to, structural steel, valves, fittings, charge pumps, filters. Payment required upon completion of project prior
to shipping.

The final twenty five percent (25%) of the contract price will be invoiced one week prior to expected shipment date.

Full/complete payment must be paid to CanDyne prior to equipment leaving manufacturing facility, or; Seventy five percent (75%) of
contract price must be paid to CanDyne prior to equipment leaving manufacturing facility, and those clients with credit facilities with
CanDyne will be invoiced for final payment, expected at thirty (30) days - for all contracts $20,000 or greater.

All balances on account must be paid to CanDyne within thirty (30) days of the invoice date. Any later payments will be charged with
a ten (10%) percent interest charge per month until arrears are paid. All legal costs required to collect monies will be borne by the
purchaser.

Methods of payment include bank draft, certified company cheque, direct deposit into CanDyne’s account, satisfactory irrevocable
letter of Credit, payment in escrow with CanDyne lawyer’s trust account, or as per pre-arranged with CanDyne.

Please note that we can alter the progress payment percentages for each area if required — we have also
done four (4) 25% progress payments for milestone markers during manufacturing as well — simply let us
know and we can certainly discuss the various options available to both Penn West and CanDyne in this
regard.



This is because said custom make equipment would be extremely difficult to sell on the open market,
should a client default on payment for any reason. Due to this we have found our clients amenable to
the progress payment situation which safeguards both parties.

Penn West requires that payment terms in the MSA remain at 60 days. We are unable to agree
to a global shorter payment term in the MSA unless a global incentive discount is given by
CanDyne. That being said, you will be able to negotiate on a per order basis with your Penn
West rep payment terms that are reasonable for that specific order, as that Penn West rep is
responsible for ensuring the internal process necessary to ensure that payment terms other than
the 60 days are honoured. Without looking at any specifics, the progress payment terms
presented seem very reasonable.

CanDyne can agree to this, based upon payment terms for each specific project within the
purchase order, or individual order per se.

8.3 (v) CanDyne is currently acquiring $2 MM Errors & Omissions insurance (we had $1MM) originally.
First, we don’t have a problem in providing this, as we have had in the past as well.

However, our concern is that we have gone to considerable expense to provide this, and yet we know
for a fact that other competitors of ours within the Western Canada oil & gas industry do not have this
and are still doing business with Penn West. We don’t feel this is fair competition in that CanDyne is
attempting to abide by the various requirements of Penn West, and yet others do not have to? Can you
confirm that Penn West is not doing business with those that do not meet the basic requirements such
as insurance?

With respect to professional liability insurance, we ask all engineers and professionals to provide
PLI in amounts appropriate for the type of professional services performed. As CanDyne is
providing system and pump assembly design, presumably by engineers, you have been asked
to provide PLI in the standard amount of $2MM. This is a standard requirement for all companies
doing design/professional services for Penn West. Please address any information you may have
regarding non-compliance by your competitors to Dan Love, Manager of Procurement
dan.love@pennwest.com or (403)806-3612, or to Penn West's confidential whistleblower
compliant line at 1-877-309-9397 or www.pennwest.ethicspoint.com

Thank you for the information - | will make a request the specific parties at Penn West to confirm
that our competitors are also in compliance with this situation. As you can imagine, accruing
additional costs to work for Penn West and then not having an even playing field in this area
makes it very, very difficult to compete evenly.

8.3 (viii) We are currently confirming if we are covered for equipment floater insurance for loss
or damage to construction machinery, tools and equipment owned or non-owned or rental equipment
by third parties.


mailto:dan.love@pennwest.com
http://www.pennwest.ethicspoint.com/

8.4/85 CanDyne is currently adding Penn West to its insurance and will provide related
documentation to that effect.

Thank you for providing the COI.

This should have been stated in the insurance documentation we have sent previously, which
should close these points.

13.4  CanDyne utilized a sister company (owned by the same company that owns CanDyne) for its
welding and assembly labour. This company is called RTS Fabrication Inc. and is covered under the same
insurance umbrella and such as CanDyne. RTS is the company that holds the ABSA certification required
to weld out pressure piping, but for all intents/purposes it will be CanDyne you are dealing with. We
have stated this just so Penn West is aware of the situation.

Please advise your Penn West rep that you will be using a subcontractor and any concerns can
be addressed directly. As you are aware, CanDyne will be responsible for its subs’ compliance
with the requirements of the MSA.

We don’t really think of them as a sub-contractor as we work so closely together, but we’ll make
those notifications as required.

17.4  CanDyne designs and manufactures its own systems, and does hold the design rights to the
systems it manufactures. CanDyne insists on keeping and maintaining the design rights to these as some
are proprietary based upon its experience and expertise in these areas and cannot assign this to anyone.

CanDyne will take exception to this, other than those designs or manufacturing that Penn West or
related engineering firms provide to CanDyne. In this circumstance CanDyne will state that Penn West
will own the design of the system.

17.5 Asshown above in our clarification for 17.4.
Greg, we propose the following wording for 17.4 ,17.5 and 17.6:

17.4Except as provided herein, neither Party shall acquire any right, title or interest in or to any
patents, industrial designs, technology, frade secrets, copyright or other intellectual property
of a Party (collectively, the “Intellectual Property”) of the other Party in existence prior to the
effective date of any particular purchase order for the Services. Provided that Penn West
shall exclusively own all Intellectual Property prepared or constructed by Vendor if
specifically agreed by both Parties in writing in any scope of work document or purchase
order, Vendor hereby grants, and warrants that it has the right to grant to Penn West a
world-wide, irevocable, royalty-free, perpetual, non-exclusive and fully sub-licensable right
and license fo use:

(a) Vendor's pre-existing Intellectual Property related to the Services; and



(b) all Intellectual Property produced as a result of the performance of the Services
or used in the operation of any part of a facility resulting from the performance
of the Services,

which shall be fransferable to any future purchaser of any portion of the work product
resulting from the Services without accounting to Vendor and Vendor waives its moral
rights (and shall require its Representatives to waive their moral rights) in all associated
copyrightable material. Vendor agrees to disclose promptly fo Penn West and cause its
Representatives performing the Services to disclose promptly to Penn West any
Intellectual Property conceived during or after the performance of the Service based
on the Confidential Information.

Hilary, I'm having difficulty with this point. You have stated that neither party shall.....and
then state that ‘Provided Penn West shall exclusively own.....I cannot agree to this
because CanDyne has designed this system and will therefore own the rights to the
design and paperwork. Penn West has purchase the system to use as required for the
purpose they have requested - but they have not purchase the rights to the design
otherwise | could not sell this similar type of design, if required, to others.

To use an analogy here it similar to you asking Ford that when you purchase their
vehicle you acquire all their designs and propriety rights, which I'm sure they do not do.
So | don't believe | could allow this either and have not, to date, with any other client.

Perhaps we could discuss this over the phone - it may be I'm misinterpreting this?

17.5Vendor agrees to release, protect, defend, indemnify and hold harmless Penn West from
any and all Claims whatsoever that may be asserted or brought against, or suffered or
incurred by Penn West as a result of any or any alleged infringement or misappropriation of
any third party’s intellectual property rights relating to the Services provided by Vendor or
Vendor's Representatives, including without limit, the use by Penn West of any materials
resulting from the Services. Vendor shall advise Penn West promptly of all such claims upon
discovery and shall provide Penn West with such further information and particulars as Penn
West may reasonably request.

I am okay with this statement.

17.6Penn West shall exclusively own all informatfion from or generated in relation to the
performance of the Services, including but not limited to, Confidential Information and all
work product developed, compiled, prepared, constructed or produced by Vendor or
Vendor’'s Representatives in connection with the performance of the Services and all
paftterns, dies, tools, diagrams, blueprints, drawings, illustrations and specifications directly or
indirectly supplied to Vendor by Penn West (collectively, “Documents”). Penn West shall
have unlimited rights of use of the Documents and will prompftly provide any and all such
Confidential Information and Documents, without reproduction, to Penn West upon expiry
of this Agreement or any ftermination of this Agreement, or as earlier requested by Penn
West. Notwithstanding the foregoing, the Vendor may make and retain only such copies of
the Confidential Information and Documents as are reasonably and minimally required to
provide the Vendor with a record of the Services performed pursuant to this Agreement.



I don’t believe we can agree to this for the same reasoning as point 17.4.

Schedule ‘A’ Do you require CanDyne’s rates for this? Typically our designs are offered on an
individual price for each system, but we can also provide field services as well. Please let us know what
you may require in this area.

Our intention would be to complete a Schedule A or purchase order for each job, during the
negotiation of which your rates can be provided to the Penn West rep and reflected in writing.

Drug & Alcohol Policy CanDyne certainly agrees in principal to the Penn West Drug & Alcohol Policy,
and feels that its own policy’s will meet those of Penn West. However, if you note any discrepancies
within our own policies please notify us immediately and we will either attempt to remedy the
discrepancy or advise you what our situation is. But CanDyne believes that the principals of the Penn
West policy concur with those of CanDyne’s.

To the extent that Candyne’s policy conflicts with Penn West's, as determined by Penn West
acting reasonably, we will require that Penn West's terms prevail.

CanDyne will concur with this.

If further discussion is required on these clarifications please don’t hesitate in contacting myself at 403-
692-3060, or email at greg@candyne.com Thank you.

Yours Truly,

Greg Pullam

President
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