COURT FILE NO.

COURT

JUDICIAL CENTRE

APPLICANT

DOCUMENT

ADDRESS FOR SERVICE
AND CONTACT
INFORMATION OF PARTY
FILING THIS DOCUMENT

Form 49
[Rule 13.19]

1601-06131 CLEQKFF %@é@y JRT
Lk

COURT OF QUEEN'S BENCH OF ALBERTA?F? 10 2017

JUDICIAL CENTRE
CALGARY OH CALGARY

IN THE MATTER OF THE COMPANIES'’
CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF
COMPROMISE OR ARRANGEMENT OF
CONNACHER OIL AND GAS LIMITED

AFFIDAVIT

Cassels Brock & Blackwell LLP
Suite 1250, Miflennium Tower
440 - 2nd Avenue SW

Calgary, Alberta T2P 5E9

Attn: Shayne Kukulowicz/Ryan Jacobs/Jeffrey Oliver
Tel:  403-351-2920

Fax: 403-848-1151
skukulowicz@casselsbrock.com
rjacobs@casselsbrock.com
joliver@casselsbrock.com

AFFIDAVIT NO. 8 OF MERLE JOHNSON

Sworn on April 10, 2017

| Merle Johnson, of Calgary, Alberta, SWEAR AND SAY THAT:

1. | am the Chief Executive Officer and a director of Connacher Oil and Gas Limited
{"Connacher”). As such [ have personal knowledge of the facts and matters hereinafter

deposed to, except where stated to be based on information and belief, in which case |
do verily believe the same to be true.

2 | make this Affidavit No. 8 in support of an application for an Order approving minutes of
settfement dated April 9, 2017 (“Settlement Agreement’) made between Connacher
and IDE Technologies Ltd. (“IDE") and autharizing Connacher to perform its obligations

thereunder,

Legal*41251248.9



10.

1.

12.

13.

| am advised by the Monitor and do verily believe that the Monitor supports this
application. Further, | am advised by counsel for the Interim Financing Agent and the
First Lien Agent (each as defined in the Initial Order) and do verily believe that the
Interim Financing Agent and First Lien Agent also support this application,

Where | use capitalized terms in this Affidavit No. 8, but do not define them, | intend
them to have the meaning given to them in the Settlement Agreement. All references to
doliar amounts contained herein are to Canadian Dollars unless otherwise stated.

CONNACHER’S CCAA PROCEEDING

On May 17, 2016, the Honourable Madam Justice Dario of this Honourable Court
granted Connacher the Initial Order (the "Initial Order’), which provided for, among
other things, a stay of proceedings up to and including June 16, 2016 (the "Stay
Period") pursuant to the Companies’ Creditors Arrangement Act ("CCAA”).

The Stay Period has been extended a number of times, including most recently on

January 12, 2017 by the Honourable Mr. Justice D.B. Nixon up to and including June 30,
2017.

Paragraph 4(c) of the Initial Order authorized and empowered Connacher to commence

or continue any proceedings as applicant or plaintiff as considered advisable, including
without limitation an action or application against IDE.

THE IDE LITIGATION

On January 22, 2014, Connacher and IDE entered into Purchase Order No.
GDMINIEXPB.PD001, including the appendices thereto and the Connacher Purchase
Order Terms and Conditions (collectively, the “Agreement’) whereby IDE agreed to
deliver two skid mounted MVC-250 evaporator packages ({the “Evaporators”, each, an
"Evaporator”) to Connacher in exchange for Connacher making payment of

approximately $4,000,000 to IDE. A copy of the Agreement is attached at Exhibit “A” to
this Affidavit No, 8.

Connacher paid IDE a total of $2,014,689.85 towards the price for the Evaporators.

Pursuant to the Agreement, the Evaporators were to be delivered no later than
December 22, 2014, which was extended by the parties to June 10, 2015. To date, the
Evaporators have not been delivered to Connacher.

On April 14, 2016, Connacher delivered a formal notice to 1DE of its failure to perform
under the Agreement.

On June 3, 2016, as authorized by the Initial Order, Connacher commenced an action
against IDE in the Court of Queen’s Bench of Alberta, bearing court file no. 1601-07421
(the “Action”). Connacher filed a Statement of Claim (“Statement of Claim”) claiming
damages of $2,213,364.10, representing the amount it paid for the Evaporators pius a

penaity amount owing pursuant to the Agreement. A copy of the Statement of Claim is
attached at Exhibit “B” to this Affidavit No. 8,

On October 24, 2016, IDE served its Statement of Defence (‘Statement of Defence”),
denying the claims made by Connacher and alleging that the delay in delivery of the
Evaporators was attributable to a third party, Chamco Industries Ltd. (*Chamco"), a sub-

contractor for IDE. A copy of the Statement of Defence is attached at Exhibit “C” to this
Affidavit No, 8.
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1. THE SETTLEMENT WITH IDE

14, Connacher and IDE have engaged in extensive discussions cohcerning a potential

settlement of the Action.

15. Those discussions have culminated in a settlement between Connacher and IDE of all of
the outstanding issues between the parties, which settlement is subject to {among other
things, as discussed below) approval of this Honourable Court. The terms of the

settlement are reflected in the Settlement Agreement, a copy of which is attached at
Exhibit “D” to this Affidavit No. 8.

16. The Seftlement Agreement is conditional upon the following, as detailed in the
Settlement Agreement:

(a) IDE and Chamco providing Connacher with reasonable access to inspect (the
‘Inspection”) certain evaporators and Connacher selecting an evaporator as the
Selected Unit (as defined in the Settlement Agreement);

(b) If the evaporators are transferred from Chamco’s facility to IDE's facility prior to
pick-up by Connacher, IDE shall provide Connacher with reasonable access to
IDE’s facility for a further inspection (the “Further Inspection”);

(c) Following the Inspection, IDE, Connacher and Chamco executing a Delivery
Receipt confirming Connacher may remove the Selected Unit and confirming that
the Selected Unit shall be free of any liens, conditions, obligations, payments or
claims of any nature or kind whatsoever;

(d) A final order of this Court (the "Approval Order’) approving the Settlement
Agreement and authorizing Connacher to perform its obligations thereunder; and

{(e) After the Approval Order is obtained, IDE arranging for access to provide to
Connacher and its agents to attend:

(i) at Chamco's facility within 15-30 calendar days of the Approval Order to
crate and remove the Selected Unit, including the equipment listed on
Schedule “C” of the Settlement Agreement, from Chamco’s yard; or

(ii) in the event the Evaporators have been picked up by IDE prior to the
Pick-Up, at IDE's facility within 10-15 calendar days of the Further
Inspection, or, in the event that no Further Inspection is requested by
Connacher, within 10-15 calendar days of the Approval Order, to crate
and remove the Selected Unit and the equipment listed on Schedule “C”
of the Settlement Agreement, from IDE’s facility.

17.  Pursuant to the Settlement Agreement and subject to the conditions described above
and contained therein, Connacher and IDE have agreed as follows:

{a) Within seven business days of receiving the Settlement Conditions Satisfaction
Notice (as defined in the Setllement Agreement) specifying that the conditions to
the Setflement Agreement have been satisfied, IDE shall make a payment to
Connacher in the amount of $210,000 (the "Settlement Payment”),

{b) Connacher shall arrange for pick-up of the Selected Unit, at its own cost, in the
manner set forth in the Settlement Agreement;
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(©)

Within fifteen days of pick-up of the Selected Unit and receipt of the Settlement

Payment, Connacher will file a Discontinuance of Glaim in the Action on a without
costs hasis;

Effective immediately upon Connacher's pickup of the Selected Unit and receipt

of the Settlement Payment, Connacher will rescind its termination of the
Agreement;

IDE will retain sole ownership of the second Evaporator and Connacher will
waive any claim or rights to the second Evaporator;

Connacher and IDE will execute a mutual release in the form appended to the
Settlement Agreement; and

Connacher and IDE will each indemnify the other for losses that may be
sustained by the other as a result of a breach of the Seftlement Agreement.

18. Connacher believes that the terms of the Settlement Agreement are fair and reasonable
and are in the best interest of Connacher and its stakeholders for the following reasons:

(@)

(b)

The settlement avoids potentially extensive and costly litigation over IDE’s
alleged breach of the Agreement and brings a final resolution to the Action; and

Connacher requires the Selected Unit in connection with its ongoing business
operations. While it was originally preferable at the time of entering into the
Agreement for Connacher to have both of the Evaporators, Connacher’s ongoing
business operations will benefit from the use of one Evaporator and, for the
foreseeabls future, Connacher no longer requires both Evaporators. Accordingly,
the Settlement Agreement will assist Connacher in obtaining ownership and use
of the Selected Unit in short order.

19, The settlement between Connacher and IDE has been approved by, and is supported
by, the Monitor and the Interim Lenders (as defined in the Initial Order).

20. Connacher bhelieves that the Settlement Agreement is a fair and commercially
reasonable compromise in the circumstances and it is in the best interests of Connacher

and its ongoing CCAA proceedings that the terms contemplated thereunder are
implemented.

21. Connacher therefore respectfully requests that this Honourable Court approve the
Settlement Agreement and authorize Connacher to perform its obligations thereunder in
the form of order attached to Connacher’s application.

SWORN before me at the City of Calgary, in
the Province of Alberta,

on April.

Commissioner for Oaths/Notary Public in MERL ON

and for the Province of Alberta

Danielle S. Maréchal
Barrister and Solicitor
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EXHIBIT A
PURCHASE ORDER & TERMS AND CONDITIONS

THIS IS EXHIBIT “ A i
Referred to in the Affidavit of

Sworn before me this_.. Q.
Day o D.,20.F.

A Commussioner for Qlaths 1 and for the Province of Alberta

Danielle S. Maréchal
Barrister and Solicitor
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~ Purchase Order
L Projoct No. GDMINIEXPD
OfF AN GAT Huifen PO No.: GDMINIEXPB.PDUOT
Buyas: Connacher Ol 2nd Gas Limited TN Al 1wt 4ppats o i sorfvpoadings, pacting 105, bivetces, lmya:ngur -
 Sulte 900, 332 - 6th Avonuo SW Rov. o 1 Cumulative
Calgary, Alberia Rev. Dote: 2210172014
T2P-082
Page 1013
Selise: IDE TECHNOLOGIES LTD. ShipTo:  CONMACHER OILAND GAS
HAMATECHET STREET, HASHARON IND. PARK. 80 km South of Fort McMurray on Highway 63
P.O. Box 5016 Alberia Cenada
KADIMA, Alln: Greal Divida
ISRAEL 6082000
lavolce To;:  CONNACHER OIL AND GAS
Allenlion:  GILAD COHEN Bulie 900, 332~ 6lh Avanus SW
Phona: +072-8-8929863 Calgary, Albsrla Canada T2P 082
Gwsll:  GILADC@IDE-TECH.COM Altn: Actounis Payable
Fax:
fnillal Order Scheduizd 15t Vendor Shipping Polnt Shipping Ternis or inveico Poyment Terms
Dato Dollvery Dwy Due Date Incotzrny Status
18/12/2013 81/01/2014 45days
Inltating Englne2r Routz VIA Psoject Thies Pod 1 Minl Expanslon Selter’s Quotation Referonce

LSLOMINSK!

Location: Great Divide - Pod 1 MVC SEPT: 29, 2013
Plaase furalih goods andlar senvices dascdbad talow subjact o tho teams end condieas of this purchots eider aad oll stiachmants Curroncy: CDNS
PQ to.:  GDMINIEXPB,PD00O1 PO Descrlption: MVC EVAPORATORS (2)
PM: Luke Slominskl
Remi Quantity Description Unlt Price Tolal
1 1.00] TWO SIKID MOUNTED MVC-250 EVAPORATOR PACKAGES 8,718,680.00 3,718,590.00
1.R1 EACH SF14011 101140 3801113 CBOO
WP: 13-CLL-008
R.0.: +$3,600,000.00 (Current ltem value: $3,600,000.00)
Reference: IDE Proposal daled September 29, 2013
Emalls from IDE daled November 21 and 27, 2013,
1. Downpayment wilth Purchase Order at 15% = $540,000.00
2, Progress Payment with P&ID' s and Layouts15% = $540,000.00
Requisiton o: Yotal Vatue acluding this Revision: 3,710,680.00 | PlructAll Corrusp. to: LUKE SLOMINSK
SF14011 Phone: +1403 635 4708
(Al Taxes Extre) | E.mali: LSlominskl@ConnacherOll.com
One (1) copy of Ihis order Is 1o be duly signed and relumad wilhin fiva /(,!;.Lvmyklng days
4, L
” P =
T (b itmingdns . 4 = gk
s Wiy 'ﬁzshnolgglee Y 4 gl SLOMIANKY
. Ty JCE I B atS TR AN F TR N P - - I A ——y
PER i PER @/ / AN 7 ) 2%;@/
st s )
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CONFIDENTIAUPROPRIETARY [NFORIAATION OF Connacher Oll ond Gas Lintied AMD IDE TECHNOLOGIES LTD, FOR AUTHORIZED COMPANY USE ONLY




PO Ho:  GOMINIEXPB.PD001

PO Doscription: MVC EVAPORATORS (2)

Fav. Ho.:

1

Rav, Dater  22/01/2014

3. Progress Payment with presentalion of unpriced coples of POs for
maln equipmenl at 20% = §720,000.00 (Approx. 8 weeks after PO)

4. Progress payment upon recelpt of equipmenl shipping documents
DDP Edmonlon, Alberta, Canada at 40% = $4,440,000.00 (Approx, 40
veeeks after PO)

S. Final payment upon complelion and recelpl of sit final drawings and
other documentation at 10% = $360,000.00

Tofal = $3,600,000.00
Allachments:

1. IDE MVC Evaporator Packags Proposal for Connacher 2013-09-29
2. IDE Process Guaranles 2013-11-25

3. IDE Schedule for 2 x MVC 250

4. Confirmallon on no cancellation charges 2013-11-21

. Confiramtion on combining last two payments 2013-11-27

R.1.: +$118,680.00 (Current ltem value: §3,718,590.00)
1. Downpayment wilh Purchass Order at 15% = $675,677.00 (NET 15)

2. Progress Paymen{ with Piping and Inslcumaentalion diagram (P&ID' s)
, Issue for HAZOP and General layout drawings, Issue for HAZOP at
16% = $576,677.00 (NET 485)

3. Progress Payment with presentalion of unpriced coples of POs for
maln squipment at 20% = $767,436.00 (NET 45)

4. Progress payment upon dellvery of the goods EX-Works Alberla,
Canada at 40% (NET 45)

5, Final paymenl upon complelion and recaipt of all final drawings and
othar documenlalion at 10% = §380,000.00 (NET 45)

Tolal = $3,718,590.00
Allachmenls:

1. Appendix ‘A’ - Scops of Supply - Rev.1

2. Appendix 'B' - Documents Delivery

3. Appendix 'C’ - CLL 2XMVC250 - Project Schedule

4, Appendix 'D' - Performance Test

6. Connacher - IDE T&C & Milestones - Emall dated January 21, 2014
8. Connacher Terms and Condlitions - Approved

A2l

DY) e

Page 2013

CONFIDENTIAUPROPRIETARY INFORMATION OF Connacher Oil and Gas Limilad AND {DE TECHNOLOGIES L¥D. FOR AUTHORIZED COMPANY USE ONLY




FO T GDMINIEXPB.PDODY PO Descriplion: MVC EVAPORATORS {2) Rev. Mo 5 Rev, Dale: 22/01/2014
Subtotal 8,718,590.00
Valug Added Tex (VAT/ GST)
Slale/ Province Tax
Grand Total

subsequenl purchase change order(s) shali remaln unchanged).

(All olher lemms and condilons as staled In the original purchase order and

3,718,590.00

>
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Appendix A - Scope of Supply

The following document describes IDE's scope of supply for the provision of two skid mounted
MVC-250 evaporator packages {herelnafter — individually a “Unit” and collectlvely - the "goods")
for the Connacher Ol and Gas Limited (Connacher) POD 1 expansion project.

Each Unlt will consist of three skids - {i} evaporator skid (il} electrical skid and (1) chemlcal skid .

Each Unlt wlil have a nominal production capaclty of 250m*/day of drum hoiler feed water (a
total of 500m*/day for 2 Unlts).

The purpose intended of the goods is the treatment of feed water meeting the analysls
set out In AppendIix C {Operating CondItlons) under the operating condlitions described
thereln for achieving the Guaranteed Performances.

SEA¥

EALE (o) A BN SR A X
The goods wlil be designed and manufactured In accordance with the standards below:

N

Equipment and Process:

{tem Codes / Standards
Pumps ASME 873.1-2001
Mechanical Compressor 1SO standards
Lubrication system for Mechanlcal Compressor Manufacturer's speclfications
Plate & Frame Heat Exchanger ASME PD673
/
T+972-9-8929-777 ¥ +972-9-8929-845 W www.ide-tech.com C/

Hamatechet St., POB 5016, Hasharon Industrial Park, Kadima 60920, Israel é




Mechanical:

item Codes / Standards

Vessel ASME Vili, Div 1 followed by ABSA
registration

Piping ASIVIE B31.3 followed by ABSA registration
Flanges ASME B.16.5 code or B16.47 code
Welding Applicable ASME welding code
Electrical:

ltem Codes / Standards
Area Classlfication CSA Unclassified
Panel Deslgn CSAC22.1
Motors CSAC22.1
VFD CSA C22.1
Electrical Cables CSA C22.1
Control and Instrumentation:

ltem Codes / Standards
Panel Design CSA
Control Cables CSA
Instrumentation CSA

The documenfs to be furnished by IDE are detailed in Appendix B - Documents f)elWery




Each Unlt will consist of the Tollowlng parts, which parts shall meet the following speeifications:

3.1 Process Equipment

[3.1.1 Pressure Vessel: V-001
¢ Internal Dlameter - 2,380mm
»  Length-11,750mm
Internals: heat transfer tubes, demisters, deflectors
o Materials of Construction:
o shell: Duplex UNS 531803
o Tube sheets; Duplex UNS 531803

] 3.1.2 Centrifugal Fan (Vapor Compressor): K-001
v Width-1,650mm
o Length-3,280mm (Including motor)
o Helght; 1,420mm
o Fan speed: 3,500rpm - 6,00Crpm
o Motor Pawer; 160 kW
e Materlals of Construction:
o Impeller; Duplex 1.4462
o Caslng: AISI 316

1.3 2 x Heat Exchanger: E-00%
o Width -450mm
o Length- 2,3000mm
Helght: 1,700mm
o Heating transfer area; 100m?2
e Materlals of construction: 5t. 5t. 316

3.1.4 Direct Contact Condenser: C-001
Dlameter: 300mm
e Helght: 2,280mm
o Fliing medla: Raschig rings
o Msaterlals of construction: Super Duplex UNS 532750




[3.1.5 Pumps

Feed A Pump: P-001:

o Flow rate: 11ton/hr

o Installed power: 4kw

o Materials of construction: St. St, 316
Feed 8 Pump; P-002:

° Flowrate: 11ton/hr

¢ Installed power: 5.5kW

o Materials of construction: Duplex UNS S31803
Circulation 1A Pump: P-003:

o Flow rate: 80ton/hr

o Installed power; 7.5kW

o Materfals of construction: Duplex UNS S31803
Clrculation 18 Pump: P-004:

o Flow rate: 12ton/hr

o Installed power: 4kW

o Materials of construction: Duplex UNS $31803
Clrculation 2 Pump: P-005:

o Flow rate: 80ton/hr

o Installed power: 7.5kW

¢ Matenrals of construction: Duplex UNS $31803
Distlllate Pump: P-006:

s Flow rate: 10.5ton/hr

o Installed power; 5,5kwW

o Materlals of construction: St. St. 316
Vacuum Pump: P-007:

o  Flow rate: 70m3/hr

o Installed power: 5,5 kW

o Materials of construction: St. St 316

)




3.1.6

3.2

3.3

Process Equipment -General

o All pracess equipment items will be tagged with nameplates

¢ Dosing tanles and dosing pumps will be mounted on a steel skid (one for each Unit)

drawing attached herewith as Exhibit A)

All Piping and Tubing within IDE Battery Limits (as marked in the

o Piplng deslgned to be sufficlently flexible to avold undo stress during normal operation

o Tubing is installed on appropriate raceways and adequately supported to avold

excesslve vibrations

o Plping and tubing connecting the chemical dosing system to the evaporator are
excluded from IDE’s scope of supply,

A flange at the end of each pipe coming out of the Unit at the

tie-in polnts listed In the Piping Interface Table shown herein

below.

Plplng Interfaces Table

Evaporator Skid

# Tle-In Point SIZE | Flange Type
F 1 | Feed waterin - A RF

2 | Distllled water cut 1.5" RF

3 | Brine out a RF

4 | Steamin 2" RF

5 | Vent out 1" RF

6 | Utillty water {service water) " THRD

7 | Glycolin 1" THRD

8 | Glycol out 1" THRD

9 { NzIn 1" THRD

10 | Instrument alr 1" THRD GALV,

11 | Drain 2" RF

* 1 Chemicals Dosing (7 doslhg system) 0.5" | THRD GALV.

Chemlcals Skid
* | Chemicals Dosing (7 doslng system) 05" | THRDGALY,

Table 1: Tie in plping interface

AT T




3.4

Control and Instrumentation as will be shown In the P&ID

Each Unit to have an Independent control system able to communicate with
Connacher's plant control system (Allen-Bradley Rockwell Logix)

All contro! devices (l.e. solenolds) will be rated for 24 VDC (low power)

Junction boxes will be waterproof as per applicable codes

All control cables, wires, conductors and equipment will be Iabeled and numbered
Control software will be provided for the goods.

PLC Panel wlll be provided for each Unit mounted on the evaporator skid.

HMI Panel will be mounted on the PLC Panel.

All process Instrumentation control polnts will be provided with an Isolatlon valve and
vent tubed to a common vent header.

All Instruments will be supplied with Instrument draln lines and vents,

3.5 Electrical

3.5.1 Steel channel mounted on the evaporator skid for physical
support of the electrical cables,

3.5.2 MCC Panel mounted on the Electrical Skid.

3.5.3 VFDs for compressor and pumps mounted on the Electrical
Skid,

o Electrical equipment wlll be properly protected against dust, dirt and molsture and
protected agalnst mechanical damage while rough, dirty, wet or dusty work Isin
progress.

o Al electrical equipment will be labeled with the appropriate tag, and circult number If
applicable.

o Conductor nsulation will be color coded

o Electrical cables are excluded from IDE's scope of supply.

4.1 Process Equipment

All process equipment outside of IDE’s Battery Limlit as marked in the drawling attached
herewlth as Exhibit A,

Storage and buffer tanks: Feed water, Brine, Distillate

Chemicals storage tanks
Distribution systems: Feed water, Brine discharge, Distiliate {J




4,2

4.4

Electrical, Instrumentation and Controls

All electrical work, instrumentation and controls outside of the outside of IDE’s Battery
Limit as marked In the drawing attached herewith as Exhibit A,

Main power supply and connectlon of electrical low voltage power {480V, 60Hz, 3P } to
the Unit's motor control center {MCC)

. Supply and Installation of electrical cables between the electrical skid, the evaporator

skid and the chemicals skid
Supply of Auxillarles Voltage 120/208, 60 Hz, 1Phase / 3Phase
Supply of Solenold and Instrumentation voltage 24VDC

Control cabling between DCS {Distributed Control System) and connections to the Unit's
package programmable logic controller (PLC)

Supply and Installatlon of control cables between the chemicals skid and the PLC on the
evaporator skid and the electrical skid.

Connectlon of instrument alr (for the Instrumentation and control system) to the
evaporator skid’s alr terminal point

Slte lighting, earthing / grounding

Piping
Plping from the Produced water feed tank to the Unlt Feed water Inlet tie-In point,

Piplng from the Unit's Distillate outlet tle-in point to the Distillate storage tank,

Piping from the Unlt ‘s Brine outlet tie-in point and transfer of 0.3 ton/hr Brine to the
Brine storage tank

Piping from the Unlt’s vent outlet tle-in point and transfer of 100m3/hr vent stream
contalning H,S, CO,, volatile organics etc, to the vapor treatment statlon at the site,

Plping between the chemical skid and the chemical storage tank and plping between the
chemical skid and the evaporator skid.

Dralnage from the evaporator skid drains tle-In polint to the site’s dralnage system,

piping for all utllitles - steam, Instrumeant alr, N2, cooling Glycol, utility water and vent
piping .

Civil Engineering Works
All clvil engineering works and structures, enclosures, Including the foundations of Unlts.
Site Warks

Erection, start up, commissioning and performance test of the goods (under IDE's
supervislon,




4,6 Permits

o Applying for and obtalning permits, authorizations and licenses required under laws and
regulations applicable in Alberta Canada for the constructlon, erection, start-up
comimissioning operation and malntenance of the goods.




Exhibit A - Process Flow Diagram &
Battery Limits
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Appendix B - Documents Delivery

Vendor will dellver to CLL the following documents In electronic format by the dates set out in the
table below,

All documents will be reviewed by CLL and returned with comments or approved within 1 week of
thelr dellvery. A document not returned with comments within 1 week of its delivery will be
considered approved by CLL,

Table 1: Process Englneering Dellvery Date
Process flow dlagram indlcating heat and 16.1.2014
mass balance
Process Equipment list with materials of
construction, maln dimensions and 13.2.2014
welghts
Process description incl, control 8.5.2014
philosophy
Operation manual 25.9.2014
Piping and Instrumentation diagram

30,1.2014
{P&ID’ s), preliminary Issue
Piping and Instrumentation dlagram

27.2,2014
{P&ID’ s), Issue for HAZOP
Plplng,and lnstrumenta_ﬂon diagram 8.5.2014
{P&ID’ 5), for construction
Plping schedule 13.2,2014
Valve list 13,2,2014

Table 2: Equipment and Mechanlcal Delivery Date

Engineering

Dat.a sheets and/or gqlde drawings of the 30.1.2014

main equipment, preliminary Issue

Data sheets and/or guide drawings of the 27.2.2014

maln equipment, approved for procurement -

Data sheets and/or gulde drawings of the 5.6.2014

maln equipment, for construction '

Mechanlcal design calculation of pressure 10.4.2014

vessels

Quality certificates 4,12.2014

Spare parts lists - commissioning and two- 16.1.2014

years, prellmlnary Issue o

Spare parts lists - commissioning and two- 852014 S

years, final Issue /{

Valves specification 10.4.2014

Piplng supports drawing 5.6.2014

T +972-9-8929-777 F +972-9-8929-845 W www.ide-tech.com o
Hamatechet St., POB 5016, Hasharon Industrlal Parl, Kadima 60920, Israel s




Piping arrangement drawings based on 3D

model 17.7,2014
Tie-In polints nozzles stress 5.6.2014
Table 3 Electyical, Instrumentation and Dellvery Date
Control
Instrument list 13.3.2014
Interlock and alarm list 27.2.2014
|.oad list 30.1,2014
Single line dlagram 13,2.2014
Electrical cable schedule 8.5.2014

Table 4: Civil Engineering

Delivery Date

General layout drawings, preliminary 30.1.2014
General layout drawlings, issue for HAZGP 27,2.2014
General layout drawings approve for 8.5.2014
construction, for construction

Foundation drawings with loading points 5.6.2014

and dralnage system

L




=/ "
} obry
! pumED ® bLSDSE bSO  AQ0D R4S sBezei U S Bupes Wik BRSO o pRod %O
¢ @ . PRS0 - PHSOE0 © #G0'D UenoAiLSU0g Jaf co__uaﬁ.sauo_ j anaxidy SBUmEIG Sn.ﬁ._ gegad %o
wewz & PLEQIEZ  PLIZORE  POGO aﬁﬁ..a._aﬂu_ “sBuIMizIq HORE] IEIRUSD " o
z._san & FQ0E FIOpE Mooy .amm._m.n.u._m wns,ﬁu nOAE) PRUSD1E %o L s
bhmoso pLRGED - milgne  Adoar o T Bunowubus B T
g & VLISOIEG . PHSOE0 - AORD anga5 R0 [P %0 -
neazy FROEL PUZOEL | #0000 .Eemn_n.a_._%em.\\ Tén B
nae & pooe | vii0RsS A000 T T EnpendE TR
e & VirRtzz HRwzE " hova ﬁ.uﬁqzﬁa_.n%u_:_.ﬂ %0 of
puaE: & siinct  PUTORE | MO0'0 o ﬁ..:ﬁE::E_...\. ” % By
. vieoao , PIEUED | SUIONE . M0 QU0 PUT LoREIBLSE| TEaHRITE \ﬂ DT
vaoms & TS | hise0 . 00D S SRR AT K ﬂ.aa.w.‘mmﬁl
WHIREL FLOL  PLLOZE - MOTD _..._uoz nnceuacmm?.,ﬁoaueﬂaczk mcﬁ_u&v ' e D
PETED @ hEOID  FHOOED  A000 " Buieg spoddng Bumlige® wo e
VL S FlLpMOL  FIAODL 400D o E:U.__u&w saNEAF %l v
v & PISUED | PHSHED  #0K0 apsst 201 0B, PUE uc_Eﬁ_sEau i s weds? Uwew
- vioEL vLiist Y a ...u.bﬁ:_E._mE qu.ﬂ.u.s.rﬂﬁmn_—uummwczﬁb vﬁzmtnmwﬁ!n:me.\ %o 2
YR & PLEMPO  PLELVG  MODC SARa ARG 2 Tuat ]
wroaL & PLERI0L BLMOIOE  MOD'D A aInssoLL O ._ounauﬂu wBzog n.u":u:u....aah T %o, nm_l
+ MU  FLOKGSD MDD “uaganasiig o) usdintg HEN UL 0 SBumeI] SR 26pUR TFS LG Jwr s
e & sriebiE VEROUE  MODO ieliinnng o penciddy uoldinbs R LI | SBuiwel] PG JO[PUE SIS BEGS %0 B
e & FNGieE  PEAGOE  MODD anssy Asetfeijord WORKIDE EN < aﬁ._ommﬁh& Prg ) KU SRS RO A KT
HUTHD FHEWES  pLAGE  #00'OF "y " .En. FUAMIR? & Tae” ol
rRaRL & SLEQEL ucmemr NI TEnaneAe® =0 5l
vl ¢ vt " Eﬂ__m_. T " Snpoyss bugdiaee %0 P
wewon FUBORD  BLSGEO  MO00 LojpRsuan o ¢ r.n_& icaBing) LORIMUALILIS] pits BudidoF % el
vz o PROLZ  PUEQNE #0940 i Joy anss) (5,1 winibig Uenmusungsy) puZ Suldd 4 ‘wo T E
v @ PLAGKE  PHIGME - MO0D s AeORmg ")) B Lo PR Sudd o BT 11
v % SUEUSE FMENST w00 AT uofiedga? -%o 8
7= PUSURO  FWSUEO  ADO'T ;sn_ouo__na_gcnu “fatag elthsaq uﬂn.ﬁomah w
revEE @ FUEOISL  PUROEE | sD0'D siLClaps pugr .u_.__nE jonom umm!. ;___BE._ oy ruﬁﬁntk\ tep T g
o ¢ srtisl ool Moo ) SR S3B PUS FO0H BUpEaIPU} EeTionin sotd sEatt ) R I
4 FENSE  TI0EL  MODSE m::ansmmm.mmmomm\ & Tap: 9
T 2 FLEIYG  PULOEL MO0 " licpmliownatg- i %0 m_H
wtﬂ&n & VeRhZZ  eMTIEE 000 vy o..:umnbmm—wu._aombg__mnunoou:\ w0 sf |
IS LIRME)  ELZHEL  MODD 0 T0 3T AT PPN
"o P WEHEZ HEHE  MOSTS - ;au&wgﬁuogh = w0
sutonz £ m_.E.an ShilmL  MorEs - ;T
ChE g i
{38 T o [ apa] tor | soa [7on| wo | dos]Bov] wmr | une | Aow] oo | ow ] 93] uer] coc [sen| e B ==
ST0E ] v e _ peIg _Eunsﬂr
YnpAPg
107 AsenuBp ¢ *Repuciy Us ol 108[01d 0GZOAN,Z JeydBUUOD




PLOZ AENUBP £ "ABpUO U pajuud

Pel01d 0§2INN.E FPUOBULOD

Z obeg ﬁ
R
SWiGles SHIDE Moo - gcn_omﬁoﬁéﬁo% % W |
SWLEL ~ BLZHOE 40D 23+ SN 9 uensaR <8 % o |
PURMEZ - FUZUEE OO T alig s oy edidig < LR
"HEIRE - vWB\RE  MO0D {uogtouwpa { &) M Ko 59205+ wo gel|
PUZLEZ  SUZUED  M0ET ZWun - 1521 Jous so 2]
PITHE0  PULHEE  MOET ;cp-ﬁwnﬂm.% %o, el |
PUELEE  EWLUSL  MOEY © 7 ieol doyg %o self |
BIZLID FUVNEZ  MO0TE £ 1Y~ UoRRg=ueD %o veil |
PLLLEE . PLMUED  HOOTE Es._ _aaucrﬁu.\ wo  eei| |
PHEHZ0  PUBOMD MO0 " uopnnsuey P
VLD | FUELLL  MORTH " Saques %o el |
FIEANEL  PIRMAL  MORE Qnﬁﬁeaacrn. wa ogtf |
PHIOEL  TIEOML  MOGT  DOWs® %0 62K |
TetiooL | WWROILL  MO9T " oae# we e |
vHIRE  tlcoll  a0EE ,esu_ﬁﬁag__s% %0 22|
PUSOZE  PLUEOIE BT T T gudae® wo sz |
VHIDEL  FHEOIZL  M0ST T s puz - el - S %0~ gzl |
PUROE | FULORE  MQES ..i.._m_m_..n....r.‘q ) %o e |
PIYI0E  PUIOEL  OES T ewpaEet ‘S g2 |
VIBOOE VIO . MORS T s wo gzt |
VAOE  FMIDRL  MOEEL Suadpg pamERa-* 3 %0 ez |
FLZAILL - BWELEZ AP oS- og\ h w08 Zouf |
A PUMMOE EULWLL  AMOTEZ ‘pHg” = %6 Bg |
FLHRULL  PHIOBO QPO meu_ﬂm_um: “gde® ‘g
VLZOIO | EWRWOL  MOFYE aucsbmﬁa:.? = %EE 0B
VDL TURIEZ ~ora _uﬂs A& %5 o) |
“hiisoiez” ENMLLL  MOrSE T msen ‘so 79
THizNE  CUEUST  MOES sturd - Gar? %a5° fL
[0 A, PUDDROE  EULHO  MOYEE “stwngt 2 %OE B
oy EEEERTEL vlle CWZWE Mg A + 1008 + [UDsleeuiiug - Qg of %ot 0Z
h & VEEOL  EWILG  mOMOr G+ J0I0 + (6 Jaossaidiuon. 5 %8z 99
% | FLRO6T EWLMO QKO (7D S0 131 - WowAong £ = “wzz el
VDN YUZONT EWZME  AOTH _Ecouaﬁmwegﬁun_.._ﬂrﬁum\ s uer
PEORE ez VHEORL CUAME  MIETY el poRGeE w0 4
ORE A A PHMORE EWSLL  MODL eI 5 “og o
WRUE A . VHIOKZ EWL  H06¥L LD aid e v
ady | o0q Tqo-] ume] oea § T [ Gaw] Tnr [uer] Aem] v | sa] =] o5 | Svalae | e
oz _ — SR i | v | ams  wopeng o " _
s|npayas




B ‘smgé?w i

([ | Your
- Water B
Technologles Partners A%
SR
¥

Appendix D - Performance Test

ks

The followIng document describes the performance test for goods {as defined in Appendix A).

The Performance test will be performed within 7 days after (DE certifies that the Installation and
commlssloning were completed and the goods are ready for the Performance Test.

The duration of the Performance Test will be 72 cansecutive hours.

The Performance Test will be conducted by CLLUs personnel under IDE’s supervision and
management.

T

The operating conditions during the run of the Performance Test are defined In Exhibit A - Operating
Condltions (the “Operating Conditions”) .

CLL Is responsible for providing the Operating Conditlons set out In Exhibit A attached herewith ina
continuous and steady manner during the entire duration of the Performance Test.

The objectlve of the test Is to ascertaln the goods achleve the Guaranteed Performances and trouble
free operation

The Guaranteed Performances are as set out in the Guaranteed Performances Table below.

Distillate production

3
day per each Unit
capacity per 24 hours 250 m'/day p hUn

Recovery Ratlo 95% recovery per each Unit

Specific Power Consumption

3 )
. 1l Unit
(per m3 Distlllate] 10,7 kwh/m® distiliate per each Unl

Tabte 1: Guaronteed Performances
Varlation In performance of +/- 5% will be accepted

The Performance test will be conducted In accardance with the following procedures:

o Each Unit will be started up and heated to the operation temperature 101°C
¢ Fach Unlt be operated under the Operating Conditlons for two hours before the Performance

Test Is started @

Allunlt Instruments must be callbrated before the test

Measufing polnts: p
47
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Hamalechet St., POB 5016, Hasharon Industrial Park, Kadima 60920, Israel Aot




[

o

2,

o Power consumption will be measured on the unit MCC

o Feed flow will be measured by a totalizer on the feed Inlet line

o Distlllate flow wliil be measured by a totalizer on the distiflate outlet line

The measurement will be performed every 2 hours and recorded durlng the test

The test results are calculated by an average of the measurements performed in 2 hours

Intervals

o Capacity Is calculated by the distlliate flow rate

o Recovery will be calculated by dividing the distillate flow by the feed flow

o Speclfic power consumption Is calculated by dividing the average power
consumption by the average productlon capaclty

" W

Each Unit will successfully pass the Performance Test If during the Performance Test
for that Unit () the Guaranteed Performances are achleved and (i) trouble free
operation of the Unlt Is demonstrated,

Notwithstanding section 41, 2 Unlt shall be deemed to have successfully passed the
Performance Test for all purposes of the Agreement {as defined in the Terms and
Conditions) and the Guaranteed Performances shall be deemed to have been achleved
at the Performance Test In any of the following events:

2.1

2.2,

2.3,

2.4,

2.5,

2.6,

When at a continuous test trial run of the Unit for 72 (seventy two)} hours the
Unlt shall have operated In a regular manner and the Guaranteed Performances
has been achleved;

In the event that Initlal Completion is not achleved within 15 months from the
date of the Purchase Order other than due to IDE’s delay In dellvery of the goods
or due to design or manufacture defects In the Unlt;

in the event that the first Performance Test for that Unit is not conducted within
7 days from the date that IDE certifles that the commissioning of that Unit Is
completed and that that Unit Is ready for Performance Test (or at any other
deferred date mutually agreed upon In wrlting by both Partles) other than due
to IDE representative's failure to attend or supervise the Performance Test;

In the event that In the clrcumstances mentioned in clause 4 below a repeated
Performance Test [s not conducted within the 7 day perlod mentloned therein
{or at any other deferred date mutually agreed upon In writing by both Partles)
other than due to IDE representative’s failure o attend or supervise the
Performance Test; C

In the event that the Performance Test Is not conducted In accordance with the
instructions of IDE and IDE’s supervisor;

In the event that all Operating Conditions are not contlnuously and steadily

supplied all during the run of the Performance Test due to reasons outside IDE's
control,

2 C{ﬁ//@




4,

2.7, In the event that IDE has paid to CLL Liquidated Damages for Performance
Fallure In accordance with the performantes achleved in the first or the
repeated Performance Test, as the case may be.

In the event that the goods have successfully passed or are deemed to have
successfully passed the Performance Test; completlon (as referred to in the Purchase
Order) shall be deemed to have been achleved,

Should a Unlt fall to achleve the Guaranteed Performances In the first Performance
Test, IDE shall carry out, free of charge to CLL, corrective works In the Unlt In order to
Improve the Unit's performances, Upon completion of such corrective works IDE shall
certify that the Unit is readly for a repeated Performance Test. In such event a repeated
Performance Test shall be conducted for that Unit within 7 days following IDE’s
certificatlon thet the Unitls ready for it,

Should the Unit fall to achleve the Guaranteed Performances In the répeated

Performance Test IDE shall pay to CLL Liquidated Damages for Performance Fallure n
accordance with the performances achieved In the repeated Performance Test.

Ligtldated Damages for Performance Fallure - per ane Unlt

Guaranteed Porformance LDs Rate

Distlliate production
capacly per 24 hours

CAS 15,000 per each m®/day below 250 m3/day

Recovery Ratlo

CA$ 50,000 per each 1% below 55%.

Specific Power Consumption
{per m3 Distlliate)

CA$ 45,000 per each kwh/m? distfilate In
excess of 10,7 lwh/ m? distillate,

Wk W
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Exhibit A - Operating Conditions

Inlets and Utifities:

FLOW [ton/hr] TEMP, [°C] Prassure fbarg]
Compllant feed water supply * 10.70 70-90 3-4
Steam In (for 2-3 hours startup) 2 - 3-6
Steam In (continuoys) 0.1 3-6
Utility water 0-2 3-5
Glycol In 10.00 45 3-5
Nz in 10 CFM
Instrument air 15 CFiv 2-10
Low voltage {460 v} power supply 120 kWhr

* Compliant Feed Water Is defined in the compllant feed water table shown balow.

Chernical Deslgn dosing

rates (ppmj

Anti Scale 10-30

Antl Foam 10- 30

HCI36% * 100 - 450

NaOH 50%7* 400- 1200

Chelating agent*** 10-200

O & G Dispersant¥*** 0-10

* « HCl dosing ratio Is dependent on the feed alkalinity [ppm)

¥ - NaOH 50% wili be dosed 1o reach pH=12

& _ Chelating agent dosing ratlo Is dependent on the feed hardness [ppm)
¥ . ORG dispersant dosing ratio is dependent on the feed oll & grease [ppm)

T +972-9-8020-777 F +972-0-8020-845 W www.ide-tech.com
Hamatschet St.,, POB 5016, Hasharon Industrlal Parls, ikadima 60920, |srael




The feed water fed Into the goods must contain only the elements listed below and their
respectlve concentration must not exceed the Max, Concentration values listed below

Efement Unlt Max. Concentration
Calclum {Ca++) g/l 4.9
Magnestum (Mg++) mg/L 0.4
Sodlum (Na++) mg/L 385.0
Potassium (K+) mg/l 12.6
Iran {Fe++) g/l 0.1
Blearbonate (HCO3) mg/L 2200
Carbonate *{CO3) mg/L 0.5
Sulphate {S04) mg/L 4.0
Chioride {Cr) mg/L 262.0
silica (5102) me/L 227.0
Total Dissolved Sclid (TDS) mg/L. 1116.5
pH 2.9
TSS* g/l 46
Total Organic Carbon (TOC) mg/i. 150.0
Free and Emulsifled Qil and Grease* mg/L 5

eF ok
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From:
Sent:
To:

Cc;
Subject:

Dear Carl,
I see you polnt,

We accept your suggestion to fixing the currency exchange, Using todays rate Is accepted as well,
thave updated the payment milestanes according! for our conventence,

No. | Payment Mllestone Amount CAL/ LSD Comments
Down-payment with Purchase Order at 15% §75,577.00 | cap To be pald 14 days from
_ Invoice
2 | Plping and instrumentation diagram (P&ID 5), 575,577.00 | cAD To be paid 45 days from
Issue for HAZOP and General layout drawings, invoice
Isswe for HAZOP at 15%
Progress Payment with presentation of tn-priced 76743600 | caD Ta be pald 45 days from
coples of POs for maln equipment at 20% Invaice, (Involce will not
be issued before March
Ism )
Prograss payment upon dellvery of the goods EX- 1,440,000,00 | CAD To be pald 45 days from
Works Alberta, Canada al 40% involce
5 Final payment upon completion and recelptof sl final | 360,000,080 | cAD To be pald 45 days from
drawings and other documentation al 10% involce

Please confirm that this Issue is resolved, and let me know If | can assist with other Issuas you may face,

Best Regards,
Yanlv

IDE TECHNOLOGIES - YOUR WATER FARTNERS

Yanly Schmidt | Industrlal Water Solutions, Marketing Manager | IDE Technologles | t: £673-8-8626115 | m: +972-82.3826317 |
Canadian C: +1-780-8006647 |yanlys®{deg-tech.copn | www,ide-tech o

w4 Save a tree - think before you print!

From: Cari Haase [mallto:CHaase@Connacherolt.com]

Sents Tuesday, January 21, 2014 7:02 PM

To! Schmidt Yanlv

C¢: Blalne Whitaker; Luke Sleminskl; Cohen Gllad; Sarig Maayan; Goldstein Moshe
Subject: RE: Connacher - [DE T&C '

Importance: High

Yanlv,
There seems to be » bit of » breakdown In the understanding of the indexing value and how we Interpret It. On the first

three {3} milestone payments we agree that the pricing Is based on September 29, 2013 and that they will be invoiced in
Us dolfars based on the current exchange rate. What we understand and require is that you choose the exchange rate

A
QR
é };rz'.'f."'

/-

1




{as of taday for example) and fix that rate so that there is no fluctuation after the placement of the PO. Please use the
following as an example;

1. Down payment with PO at 15% = $540,000 x $0.9723 (as of September 29, 2013) = $525,042.00{USD)
a. Involced at 15% = $525,042 / $0.9122 (as of today's date) = $575,577.72 (CAD}

Please review and advise accordingly.

Regards,

Casl Haage

e ITCR TSR ""'ﬂ"h::" P

Conunacher Oil and Gas Limited

£403.536.4713
¢ 403.819.2202
403.538.6225

PSPy el e e E e e
(S R RO TR RN R

Please consider lhe snvironment bsfore printing this email and atlachmants.

From: Schmidt Yanlv [mailto:yanive@ide-tech.com]
Sent: Janvary-20-14 7:42 AM

To: Carl Haase
Cc: Blaine Whitaker; Luke Slominskl; Cohen Gllad; Sarlg Maayan; Goldsteln Moshe
Subject: RE: Connacher - IDE T&C

Dear Carl,

Thank you for sending the T&C, please find attached a final T&C verslon ready for signing, we have accepted all your
comments.

We have received the technical clarification from Luke and updated Appendix A ~ Scope of Supply accordingly. Please
see attached.

We have accepted your stggestion for the CAD/USD exchange rates. The 1", 2™ and 3" payment mllestones will be
indexed to the CAD/USD exchange rate dated on Sep 29" 2013. Payment milestones 4” and 5* will remaln In CAD.

As for changing payment milestone No. 2, we can postpone the milestone and issue the Involce upon submission

of: Piping and Instrumentation diagram (P&ID’ s), Issue for HAZOP and General layout drawings, issue for HAZOP, both
dated Feb 27th, Please note that payment is made 45 days after Involce, so advocated time Is allowed for approval, The
approved (FC P&ID Layouts Is expected around May only, which is too far into the project for the 2™ milestone.

As per payment milestone No.3, We have accepted your request to issue the invoice no earlier than March L

Please see below an updsted payment milestones table, to be Issued with the PO:

No. | Payment Milestone Amount CAD/ USD Comments

Down-payment with Purchase Order Bl 15% 540,000.00 | CAD/USD(SEP 29 To be pald 14 days from
2013) invaice

/
(,,a."
e U




2 Piping and instrumentation diagram (P&ID' s), 640,00000 | CAD/USD(SEP 29 To be paid 45 days from

Issue for HAZOP and General layout drawings, 2013) Involce
Issue for HAZOP al 15%
3 Progress Payment with presentation of un-priced 720,000.00 | CAD/USD{SEP 29 To be pald 45 days from
coples of POs for maln equipment at 20% 2013) invoice. {Invoice will not
be issued before March
151h )
4 Progress payment upon delivery of the goods EX- 1,440,000.00 | cAD To be paid 45 days from
Works Albsria, Canade at 40% invoice
5 Final payment upon completion and recelptof all final | 360,000.60 | CAD To be paid 45 days from
drawings and other documentation at 10% involce

Please let me know if you have any comment or clarification | can help with.

Best Regards,
Yaniv
IDE TECHNOLOGIES ~ YOUR WATER PARTNERS
Yanlv Schmidt | Industrial Water Solutions, Marketing Manager | IDE Technologles | t: $972-9-8926115 ) m: +972-52-3826317 |

Canadlan C: +1-780-8006647 |yanlvs@Ide-tech.com | www.lde-tech.com
& Save a tree - think before you print!

From: Carl Haase [mallto:CHaase@Connacheroil.com]

Sent: Friday, Janvary 17, 2014 7:57 PM

Tos Schmidt Yanly

Cct Blaine Whitaker; Luke Slominski; Cohen Gilad; Sarlg Maayan
Subject: FW: Connacher - 10E T&C

Yaniv,

Upon further discussion, we would like to see the following attached to progress payment #3.

3. Progress Paymenl willh presentation of un-priced copies of POs for main equipment at 20% = $720,000.00
Not to bs invoiced prior o March 16, 2014

Lastly, at the present time, with our statements below, the CAD to US expenditure is 40/60, We would like to see this
come In closer to 50/50. Can you please revisit this and see how/if you can make that work?

Regards,

Carl

From: Carl Haase

Senti January-17-14 10:44 AM

To: 'Schmidt Yaniv'

Cc: Blalne Whitaker; Luke Slominsid; Cohen Gilad; Sarlg Maayan
Subject: RE: Connacher - IDET&C

Good Morning Yanly,




Please find attached the marked up Terms and Conditions from our Legal department. Alsa, please note the following
comments below.

Progress Payments;
2. Progress Payment with P&IDs and Layouts al 15% = $540,000.00
We woulld like to this to be amendled to read; ...upon approved IFC P&ID Layouts,
6. Final payment upon completion and recelpt of all final drawings and other documentatlon at 10% = $360,000.00
We would like this final payment to also be fixed In CAD

Addittonal, Luke has answered the technical clariflcation sheet which contained the plping interface table that s
referenced In the scope of supply document. Therefore, can you please revise and re-submit scope of supply which will
be Included in the PO,

Please et me know if the T&C’s are okay now and If the above Is acceptable.
Regards,
Cazl Haase

]

| O R P T D

Coanacher Oil and Gas Limited

e 01 403,.636.4713

Plaase consider the environmani before printing this emall and attachmants.

Fronu Schmidt Yanlv [mallto:yanivs@ide-tech.com]

Senti January-14-14 9:51 AM

To: Carl Haase

Cc: Blaine Whitaker; Luke Slominskl; Cohen Gilad; Sarlg Maayan
Subject: Connacher « IDE T&C

Dear Carl,

Please see attached the T&C marked with our comments:

- language of T&C and appendices was aligned to the same terminology and reference were made to the
appendices as needed

- Bond clause was removed as it Is irrelevant on thls engagement

+ Termlnation {cancellation} clause was amended to the agreed mechanlsm. We also added an option for you to
cancel after March 1*

- Delivery was defined as well as LD's for late delivery

- IP related clause was added to confidentiality

- Change orders mechanism was added as agreed

- Llabllity clauses were added

- Reference to the performance test was added




See below a revised wording of payment milestones number 4, furthermore the weeks from PO were removed from alt
of milestones, Please Issue the revised PO accordingly:
1, Down-payment with Purchase Order at 15% = $540,000.00

2. Progress Paysent with P&1Ds and Layouts at 16% = $540,000.00
We would like to this to be amencdled to read; ..upon approved P&ID Layouts.

3. Pragress Payment with presentalion of un-priced coples of POs for maln equlpment at 20% = $720,000.00
4. Progress payment upon delivery of the goods EX-Worls Alberta, Canada at 40% = $1,440,000.00

§. Final payment upon completion and recelpt of all final drawings and other documentation at 10% = $360,000,00
We would fike this final payment to also be fixed in CAD

To address the Currency exchange Index Issue you ralsed, we suggest that the 4™ payment (40%) will remain fix In CAD
and the rest of the payments will be linked to the Index with base exchange rate to be the date of the orlginal proposal
“(Sep 29™ 2013). This corresponds to roughly ratlo of 40:60 expenditure outside of Canada,
Please see few updates of the appendices sent yesterday:
Appendlx B ~ the tables were numbered for convenlence of future corresponds
Appendix D ~ the performance LDs were added as well (we forgot to added yesterday to the appendix and we
apologlze for the Inconvenlence)

1 would suggest we try and finalize the documentation by the end of this week, for any clarificatlon please contact me
and we will response promptly

Best Regards,

Yaniv
IDE TECHNOLOGIES ~ YOUR WATER PARTNERS

Yanly Schrmidt | Industrlal Water Solutions, Marketing Manager | IDE Technologles | t: +872-9-8926115 | m: £972:52-3826317 |

Canadlan C: +1-780-8006647 |yanlvs@ide-tech.com | www . lde-tech.com
A Save a tree - think before you print!

This message has been scanned by I.D.E. Technologies content filter

for presence of viruses and malware and has been found suitable

for delivery

PLEASE NOTE: This message, including any attachments, may include privileged, confidential
and/or inside information. Any distribution or use of this communication by anyone other

than the intended recipient is strictly prohibited and may be unlawful, If you are not the
intended recipient, please notify the sender by replying to this message and then delete it

from your systemn,




visit us at! www.ide-tech.com

This message has been scanned by I.D,E. Technologies content filter

for presence of viruses and malware and has been found suitable

for delivery

PLEASE NOTE: This message, including any attachinents, may include privileged, confidential
and/or inside information. Any distribution or use of this communication by anyone other

than the intended recipient is strictly prohibited and may be unlawful, If you are not the
intendedl recipient, please notify the sender by replying to this message and then delete it
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OIL AND GAS LIMITED
‘1, Enfire Agresment

Thle Purchase Order, Including lhese Terms and Condilions, eny
speciiisalions, drewlngs or descriptions, or addillena) lerms or
condilions attashed harato, when eccepted by Vendor, constlutes (he
enllre agresman| between lhe parties {lhe “Agreement”). Connacher
Cil and Gas Limlled (and, If applicatle, s subsidiaries) Is refarrad to
&s "CLL" in Ihls Agreement. Vendars wilten acceplance of this
Agreemenl, the shipmenl of any goods by Vendor, or the pedormance
of mny ssrvices by Vendor shell conslitule scceplance of Hhis

Agrasmen! by Vendor, This Agreement may only be amended wilh
GCLL's wrilten approval,

2.  Gompllance wilk Law

Sublect to seclion 4,7 of Appandix A {Scops of Supply) alf gouds and
services provided hereunder shall be produced, sold, deliversd,
furnished and perfarmed In compilance with &N applicable laws and
regulallons, and Ihe requirements of any regulatary swthorily having
Jurlsdiclion over the gaods or servicas. Subject as aforementloned,
Vendor shall execute and deliver any documents required o effect
compliancs with such laws, regulations and requirements,

3. Heaalth and Safaty

Vendor shall be responsible for safely at all Umes during the
performance of Its obligations under this Agraemant, excepl when at
GLL's premises, When at CLLs premises Vendor shall compty viith all
heelth and salely laws and regulalions and all work praclices
proscribed by law and CLL,

4,  Warraniles

{n Vendor warranls thal:
(a) the goods conform lo lhe specifioalions,
drawings or oter desgriptions atlached
herelo as may be varied by a change order,:

(b} al a performance lest conducled In
sesordence with  Appendis D {lhe
"Periormance Test”) the goods wil achleve
tha Guaranlead Performances

{c) ihe goods will be reasonsbly fit for the
purpose intanded, nolwithstanding thel the
goods are describad by & patent or lrade
name, As used hereln “purpose Intended” 1s
uws defined In Appendix A (Scope of Supply);
Bnd —~

{dy all serices wil be peformad
expedillously In & careful, diigent and
prolesslonal mannsr, In accordance with
the standard of care normally exercised
by conlraciors  performing  shmllar
services In Canada,

[1}] Vendor shall, al hs oxpenss, alther repslr, or, replace,
as shall be required, any of the goods fumishad
hereunder and accaplad by CLE |n which defecls in
worsmanship, maledats or dexign are dlzcovered within
one year Irom e $lart Date , of which wiitlan notse Is

.glven by CLL lo Vendor forihwith efter discovary .As
used hereln *Steft Date® means the sarller of; |he day
falling {lve (6) monlhs aiter delivary of the goods or ha

CONNACHER QIL AND GAS LIMITED PURCHASE ORDER
TERMS AND CONDITIONS

day that the Pefformance Test ls successfully
completed or deemed succassiully cemplated pursuant
lo Appendix B, whichever occurs seoner, Vendor shall
rapalr or besr the cesl of repalring any damage causad
by any such defect, Repalis shall be dons at CLL's
convenienca and, at CLL's opflon, on Hs premises
untass the repalrs are of such of a nalra as lo require
repslr fachiiias thet cannot be mads avelleble on CLU's
premiges. All repalrs shall he done expaditiously, All
expensas atlendant upon such repalr or replacemen,
including any frefght, custem dutles, and brokerage
fees shall be for Vendor's sccounl, The foregolhg
werranlies shall apply lo all rapalrs or raplacements.
The warmanly perfod shall be exlonded vy the Vme
durlng which GLL Is uneble to use any of ihe goods by
reason of delecls which Vendor Is required lo repalr ar
roplece. The Vandor's obllgalion to rapalr or reptace
shall extend lo defests In any goods which were
revealed on CLL's examinallon prior to scceplance,

[0)] Vandar shall, a1 Its expense, after notice from CLL, and
at CLL's opllon:

{a) re-perform any delective secvices; and

() remedy any defect or damage resuiting frem
Ihe defaclive parfarmanae of eny services; or

{¢) bear \he cosls of re-peformance of the
defeclive sarvices, or remadylng any resulting
datecl or damage,

() The express warrandes set forth in the Agreamant ara
lhe excluslve warranlies of Vender and no other
warranly, Implled In fasl or by law, is applicable
Including mny warranly as lo merchenlablily,

5. Performance Test

The progedures for conducling the Pedormance Tesl end e
consequences of fallura fo achleve the Gusrantesd Perfermances at
{he Poformance Test are set oul In Appondlx D,

s Goveralng Law and Alternment

This Agreemenl shall be governed by and Interpreted In accardance
wiih the laws of the Province of Alberta, without refssencs to conficl of
laws principles. The parties altemn 1o The axclusive Jurlsdicilon of he
courts of the Province of Alberla,

7+ Non-walver

Fellure by CLL lo inslsl upon sidet performance of any of the provisions
of this Agreemant, fallure or delay In exaselsing any righls or remadias
pravided hereln or by law, fellure or delay In properly nollfying Vendor
In Ihe evant of breach of this Agraemenl by Verdor, the accaptanos of,
or paymanl for, any goods or serviees hereunder, or the approval of
any design by CLL, shall nol reloase Vendor from any warrantles or
obllgallons of this Agreemant, and shall not be deemed a walver of eny
fight of CLL 1o inslst upon slrlcl performance hereol,

Connncher Qil and Gas Limitgd |
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8 Infringamant

Vendor shal’, al lis axponsa, Indemniiy, hold hamaless and defend CLE
agalnsi any claim, sull or proceediag brought agains| GLL alleging that
any goods or services ordered fram and supplied by Vandor or he
Intended use thereof, infringe any intellectue? proparly fighls subsisting
In the jurisdicion of menufacture, sele, vsa or performance. U In e
course of any suth clalm, sull or proceeding, GLL is prevented front
using Ihe goods or senvices, Verdor shall al Iis own expense and as
5001 as possible elther oblain consent for CLL to use the goods or
sarvices, or replace lha same wilh substantially equivalant but non-
Infringlng goods or sarvices. This Glause shall not apply lo any goads
manufaclurad fo CLL's delalled deslgns end specifications, whera such
designs and specifications form the basls of any ¢laim, sctlon or
proceading,

9. Tormination at Oplion of GLL

This Agreemeni may be teminatad by CLL a1 i opllon, ot any lime by
Wiillan netice to Vendor, Upan such terminalion, CLL shall pay Vendor
the cosls Incumed by Vendor in performing lis obligations under the
Agreement unlll the dals Ihal such nollce of termination Is glven ko
Vandor plus 15% of such gosts. However in the avan! that such nollce
of tarminalion 1s givan 1o Vendor priar lo March1, 2014, GLL shall pay
le Vendor sn emounl of CAS 1,000,080 Jess any amount praviously
pald by CLL to Vendor provided that Vendor has furalshad o CLL the
P&ID deferred lo In fine & of Table 1 In Appandix B (Documants
Dallvery) and the layoul drawing refarred Lo In fine 2 of Table 4 In e
stld Appandix B prior to raesipt of such termination notice or wikin
soven {7} working days lhereaftes, Paymenle mads under this Clausa
shall nol exceed the [oal pilce specifled in Ihls Agreemient,

10, Termination for Defaull of Vendor

If Vendor falis to make dellvaries of the goods or pagarm the services
spoollled In this Agreement, or fells lo perorm any provision of th's
Agreamont, and does not qury such fallure withln thirty {30] days afier
raceipt of wiilten nolice from CLL speckfylng such fallure, GLL may, at
Its oplion, terminate (s Agreement. CLL has the 1ight o obfeln from
Vendor all goods and services pald for. up lo the dale of termination,
Including work in progress,

11. Foroe Ma)eure

I, for reasone beyond ils reasonsble conlrel, CLL I8 prevenled from
performing lis Scops of Supply as set 0wt In Appendix A desplle using
reasonable efforis o overcome or reduce lhe clrgumslances
prevenling performancs, CLL may suspend performance of lhis
Agreament without compensation lo Vendar, If Vendor Is prevanled
from performancs of s obligatlens within the ime required for reasans
beyond lls reasonatie conliel, Vendor shall not be In bresch of such
obligaltons, provided that Vendor exerelses reasonable efforis to
overcoma or reduca the clrcumsiances preventing perfotmance. in no
clroumslances shall lagk of funds be desmed an avenl of furca
majeure. Nelther parly shall be requirad to selle any sidke or other
Iabour dispute excepl on larms acceptable {o R,

12, Insurance

Vendor shall, unlass otharwise sdvised In wiitlng by CLL, obleln frem
tellable [hsurers, and melnlaln dusdng the term of this Agresmant,
Commerclal Genera! Liabllily Insurance with & comblned imlt of not
lass than $5,000000, end Automoblle Third Parly Liabily lnsursnce
wilh & comblned Umit of $2,000,600.. CLL may raguire salisfaciory
avidance of such insurance [o be supplled by Vandor.

13, Assignment

This Agreement may not be assigned by Vendor without the pror
written consent of GLL.

14, Pilce and Paymen!

Unless olhenyise exprassly staled, (he price and retes specified in (s
Agreement include ail laxes, dulles, and aharges of any kind which
elther parly Is required o pay with respec! lo the goods and services
pravidad undar this Agreement, excluding GST and olher sales lax, if
appllcable, which shall be added (o the price, The time for paymant of
Involees, of Tor accapling any discounls offerad, shall run from the date
carreol Involoes ara receivad by CLL,

15, Texes and Dulles

All Involces submilled by Vendor shall show es @ separale e eny
epplicable Goode and Seqvcas Tax ('GST), olher salas lax, and duly
payeble, Vendor shall fumish lo CLL all decumantalicn requirad for
GST purposas, and, upon request, all documentalion requirad for duly
drawback purposes, and all ousloms Involpes, declaralions and
evidence of Impor{ costs me may ba reascnably required by GLL for
any goods or services grovided hereunder,

18, Holdbacke

At GLL's eplion, psymeni 1o Vendor oiher Then the advance paymenl
shall be subject 10}

(i the holdback provisions of any applicable lepislalion,
[neluding bullder's lien leglsletion;

[} recelpl of saflsfactory avidence of Yendor's good slanding
under Worlsar's Gampensallan leglelallon; end

{1 recelpt by CLL of sallsfactory evidance of Vandor's
gompllangs with Lhe Insuranca requirements In Clauss 11,

17, BeiOH

GLL shall be entlllad Lo sel off any amounis owing from Yander lo CLL
undoerthe Agreamant.

18, Shipping

All paokeging and lrenspartation costs end charges rolaling lo goods
supplied hereunder ere for Vendors account unless othemwise
exprassly slaled,

19, Exngese Materlal

Goods supplied In error or In excess of the arounts erdared hareundsr
may be relurned by CLL 1o Vonder, Vendor shall pay all shipping and
relurn frelght cosls, and shall relmburse CLL for any such goods pald
for by CLL,

20, Expadiiing

The goods fumished under Ihls Agreemenmt shell be subject lo
axpediting by CLL or i raprasentative, CLLs rapresentalivs shalt be
allowad reasonable access lo Vendora fackllies and fhose of iis
suppllers and contraclars for expediling purposas, At CLE'a raguest,
Wendor shall supply menulacludng and dellvery schedules and
prograss reporis for GLL's use In expediing the goods,

21, Pollvary

Tha goods will be dellvarad by Vendor 1o CLL as providad!zpacifad I
the Purchase Qrdar,

Wander must defiver the goods lo CLL net lales than Decamber 22,
2014 {'Data for Relivery").
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GLL. must aceopl defivery of tha goods on the Notllled Dale of Deflvery.
As used hereln *Nollfisd Date of Delivery® means: the dale stated ae
the dals of dalivery In Vendor's wiritien notice given to CLL al least
fourleen {14} days In advance, which dale musi not ba earller thaa four
{4} weaks priorio the Dals for Dellvery,

22, Delayn Dellvary

1M In the ovent and 1o Lhe extont that the delivery of the
goods Is delaysd for more than fourlgen (14) days for
roasons alirbulable 1o Vendor, Vendor shall pay to GLL
liguidaled dameges for delay ek a rate of 0.1% of the
Contrect Price per week (and a proraled percenlags for
a parl of & waek) for each day ¢f delay commencing
frem the Afeenth (16"} day of dolay in dellvery.

{n Liquidaled damages for delay an et forth horelnebove
shall be CLL's scle remedy for delay In dellvery of ths
goods and shall nol excesd In the aggregale 5% of the
lotal price speclfied In thls Agresmant.

23. Inspscilon

GLL or Ns represantalive shall have the righl o Inspact the goods
provided or lha services perdormed hareunder al any ime durng the
lerm of this Agreement aller reasonable courdination, 1o perform final
Inspacions and 1o rejoat non-conforming goeds and deleslive senvices
i any ime.

24, Forms

This Agreemanl contains the only cenleaolual lerms and conditons
belwaan the parlles relaling to the pravision of 1he goods end services
by Vendor, nolvlhstanding enything conlalned or Impiled In any
Involges ar olher decumenialion of Vandor, end pravalls over any
lerms or condillens contalnad In any such Involees or documantation,

25, Commarcial Practics, Glfts and Entertalnment

Modorate hospilalily Is an accepled courlesy of & business refallonship
bul ehould be accepled only at @ level and frequancy which an
omployes could provide In relurn, al axpense of GLL, Vender will nol
offer hospltality or Inducemenls lhat viclata 1he foregolng, and shall
advise CLL. of any allempl by an employea of CLL who Ig In 2 posiiion
Iz make or Influgnce commitments 1o Vendor to use his positton for e
solleltalian of funds or goods For cheritable ar olhar purposes.

28, Recotd Relontlon and Audit

Duting the larm of this Agreemant, and for a patlod of wo (2) yaers
lhereallor, Vendor shall malmlaln, in accordanca with generally
accepled accounling pringiples, all records and relaled syslems of
conlrol necessary for an socurate awdlt and vesficetion of cosls
payable o Vender In case of terminallon, In c¢ase of larminalion
anllling Vandor 1o cosis GLL shall, , upon providing reasenable prior
nollee lo Vendor, have avcass lo and be aulhorlzed fo exemine and
make coples of such Tecords and syslems of conlral, which are
relevant 10 such costs. Vendor agrees thal the two (2) ysar pedod for
seeking & remadlal order under ssctlion 3(1)(a) of the Limftetions Act
{Alberie} 1s ded, for claims dis¢losed by an audll, by two (2) years
afler the Ime of the audll parmilled by this Agreement,

27. Notloes

Al commurloations requirad or permilied (s be gives hersunder shall
be deemed properly given I In wdllng and dellvered pareonally or senl
by registerad mall ko lhe .parlios al \helr addresses idenlilied In this
Agreemenl. A nalice senl by reglstered mall shall be deemad recelved
seven {7) bushness days afler Buch mallng. Notlces undsr this

Agreemant may be given by way of faxed communications and shall ba
desmed lo be recslved tha businass day after Iransmisslon.

28, Froperty and Title In Goods

Unless olherwise expressly slaled, the properly In and lille lo any
goods provided by Vendor le CLL under thls Agreement shall ransfer
to CLL upon delivary of the goods o CLL.

29, Gonfidenliality

The parlles shall treal as confidenilal and shall ret, withoul the prior
welllen consent of the other parly, publish or disclose or perml] o be
poublished or glsclosed, any Information supplled 1o, oblained by, or
whith comes i lha knowledye of the parlas as & reaull of this
Agreament excepl as required by faw, rules or ragulations or es 18
nacessary lo enable elther parly to fulfill any obligattons that parly may
have under lhis Agraament. The Inlelleciual propery in any and all
knowhow, specificallons and lechnical Informallen peralning to the
goeds Including, wilhout Iimitation the Plping and Instrumentalion
Dlagram {P&ID}, the layoul end all other documents jislad in Appendix
B [Dosumaents Dellvary)} wiil tesl and remaln with Vendor; and CLL will
nat usa the same for any purpose excapl the Instaliatlon, operation and
melntetance of the goods supplfed by Vendoar,

30, United Natlens Convention on Contracls for the International
8ale of Goods

The Unltsd Nallons Convenllon an Conlracls for the Intarnatlonal Sala
of Geads does no} apply to the gocds proviged under his Agresmenl.

31, Inooterms

Any reference In this Agreement lo Incolerms fs a reference o
Inceterms 2010, {(See !-bl.nalincolerms himi).

32, Change Ordars

M Mo varialion or change In lhe goods shall be made
by Vendor unless & changs ordar meating [he
tequiramants (Ul} helow is executed by both Parlles
by mutual agreemant.

{ A changa order shall be i willng, shall be
execuled by CLL end Vaendor and shall specify (i)
Ihe nalurs and datal's of the varlallon/s 1o be made
In the goodsi{ll) the adjuvstment 1o the Conlrect
Price to bo made Ih view of the varalion(s}; {1 the
axlenslon of lime to ba granted to Vandor In viawy
of 1he sald varationis); end (lv) lhe ofiect, 1! any, of
he sald verallon(s) on Vendor of the sal¢
varialion{s} andfor the Guaraniesd Performances.

33, Llabiiity
T} Each parly shall be responsibla for ils respeciiva works and
scllons and shall Indemnify the other pary agalnst any such
responslllity or liablily adsing terefrom,

@ Each pary shall indemnily the other parly, Il officers and
amployass, agalnsl any exira cosls, loss, damage, |hird
pary clalm, or labllily which the other pary may susieln sz a
restll of .8 breach of this Agreement by the fire! parly, or of
the il party's fallure Lo Umely fulfil any of ils raspansibilllles
o ol a delay caused by (ha {irst party or anyone on lts behall
or a5 a resull of dealh, peracnal Ifjury or damage 1o prepery
catsed by the negligencs or wiilful misconduel of the flst
parly or Wi offleers, employees er subtentractors.

34, Limitatlons of Llabiiiy
Natwithsianding anyihing fo the contrary In Yhis Agreement -
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Vendor's tolel aggragate fiability ansihg howsoever
under or In connaclion with (hle Agreament or His
performance (whather In conlrac, lted or
olherwise) shall be limled 1o & maximom
aggregale amount equal 1o 100% of the price.

Vandor shall not be liable tn any avanl for the Toss
of enliclpated proflls, or for eny Indirect or
consequential loss or damage ol any nalure
afising oul of any cause whalsoever,

The tolal amocunt of Liguidsled Demages for
Periormanoe Fallure (as referred o In Appendlx D
{Performance Tesl)) payabls by Vendor shall nol
exceed a maximum of 10% of the price. Liquidalad
Damagesg {or Performance Fallure 8s set oul In
Appendlx D shall be OLL’a sole remedy Tor fallute
16 achleve ths G d Parfor
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EXHIBIT B
STATEMENT OF CLAIM

THIS 18 EXHIBIT “-___E _____ »
Referred to in the Affidavit of

_Merle Joines .

Sworn before me N RCIN L o N
Day of- AD., 2043,
“s Comimio ¢ Province of Albera

Danielle S. Maréchal
garmister and Solicitor
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NOTICE TO DEFENDANT(S)

You are being sued. You are a Defendant.

Go to the end of this document to see what you can do and when you must do it.
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Statement of facts relied on:

1. The Plaintiff brings this claim on the basis that the Respondent, IDE Technologies
Lid. ("IDE") has breached Purchase Order No, GDMINIEXPB.PD001 (the “Purchase
Order”), the appendices thereto, and the Connacher Oil and Gas Limited Purchase Order
Terms and Conditions (the “Terms and Conditions"), (collectively, the “Agreement”) by
failing to complete and deliver the equipment contracted for.

The Parties and Basis for the Claim

2, Connacher Qil and Gas Limited ("Connacher”) is a Calgary-based exploration,
development and production company active in the production of bitumen.

3, IDE is a company that specializes in the development, engineering, construction,
and operation of enhanced desalination and industrial water treatment plants, with its
headquarters in Israel and various offices worldwide.

4, Pursuant to section 8 of the Terms and Conditions, IDE atiorned to the exclusive
jurisdiction of the courts of the Province of Alberta and agreed that the Agreement shall be
governed by and interpreted in accordance with the faws of the Province of Alberta.

The Agreement

5. On January 22, 2014, Connacher and |DE entered into the Agreement. Pursuant
to sections 1 and 24 of the Terms and Conditions, the Agreement contained all of the
terms agreed to by the parties relating to the provision of the goods and services by IDE.

8. As specified.in the Purchase Order, IDE was to deliver two skid mounted MVC-250
evaporator packages (the “Evaporators”) to Connacher. Connacher paid IDE a iotal of
$2,014,669.85 as follows:

(a)  $604,405.85 (inclusive of GST and $50 wire fee) on April 12, 2014 — Invoice
No. S1146P000004;

(b)  $805,858.00 (inclusive of GST and $50 wire feg) on June 10, 2014 -
Invoice No. 81146P000005; and
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(c)  $604,406.00 (inclusive of GST and $50.00 wire fee) on September 23, 2014
- Invoice No. S1146P000019

7. Pursuant o section 21 of the Terms and Conditions, IDE was required fo deliver
the Evaporators not later than December 22, 2014, Further to scheduling discussions
between the parties, Connacher consented to a change order on.June 10, 2015 pursuant
to section 32 of the Agreement, with unspecified schedule impacts.

8. From about October 2015 through November 2015, IDE repeatedly assured
Connacher that it was working diligently to obtain the Evaporators and would deliver
same as soon as possible. IDE failed to do so.

g. On December 3, 2015, Connacher advised IDE that it would need to ship the
Evaporators to its site by mid-January 2016. Connacher requested that IDE provide a
detailed schedule with the remaining activities and steps required for delivery of the
Evaporators to Connacher, 1DE failed to do so.

10.  Connacher repeatedly requested delivery of the Evaporators to no avail. On April
14, 2016, Connacher provided formal notice to IDE pursuant to sections 10 and 21 of the
Terms and Conditions of IDE’s failure to pérform under the Agreement (the “Notice”).
Pursuant to section 10 of the Terms and Conditions, Connacher demanded that, within 30
days of the Notice, IDE either deliver the Evaporators or reimburse Connacher for
payments made as set out in paragraph 5 above, and provide payment of the penalty of
$198,694.24 as set out in section 22 of the Terms and Gonditions.

11.  IDE did not cure its default as required within the 30 day period (elther through
delivery or relmbursement). IDE has breached the terms of the Agreement and
Connacher is entifled to damages.

Remedy sought:

12.  The Plaintiff seeks damages in the amount of $2,213,364.10 being the amount
Connacher has paid for the Evaporators ($2,014,669.85) to date plus the penalty amount
owing pursuant to section 22 of the Terms and Conditions ($198,694.25).

© Alberta Quesn's Printer, 2010



NOTICE TO THE DEFENDANT{(S)

You only have a short time fo do something to defend yourself against this Claim;

20 days if you are served in Alberta
1 month if you are served outside Alberta but in Canada
2 months If you are served outside Canada.

You can respond by filing a Statement of Defence or a Demand for Notice in the office of
the clerk of the Court of Queen's Bench at Calgary, Alberta, AND serving your Statement
of Defence or a Demand for Notice on the Plaintiffs(s’} address for service.

WARNING

If you do not file and serve a Statement of Defence or a Demand for Notice within your
time period, you risk losing the law suit automatically, If you do notfile, or do not serve, or

are late in doing either of these things, a Court may give a judgment to the Plaintiff(s)
against you,
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EXHIBIT C
STATEMENT OF DEFENCE

THIS IS EXHIBIT ¢ »
Referred to in the Affidavit of

Mevie Johneon ..

Sworn before me this___1Q

Day of_AP. ., 20 LT,
l/_

A Commissioner or Oathsinand ort eProvince of Alberta

Danielle S. Marécljal
Barrister and Solicitor
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Statement of Facts Relied on:
1. The Defendant, IDE Technologies Ltd. (“IDE”), admits paragraphs 2-4 of the
Statement of Claim of the Plaintiff, Connacher Qil and Gas Limited (“Connacher™),
2, Except as expressly admitted herein or where an allegation in the Statement of

Claim amounts to an admission by Connacher, IDE denies each and every other allegation in the
Statement of Claim and puts the Plaintiff to the strict proof thereof.

3 IDE is a company incorporated pursuant to the laws of the State of Israel.

The Connacher Agreement

4. Pursuant to a purchase agreement between Connacher and IDE dated January 22,
2014 (the “Connacher Agreement”), IDE agreed to sell, and Connacher agreed to purchase,

certain goods and equipment (the “Equipment”) (including Specialized Components, as defined
below) on or before January 2015 (the “Delivery Date™).



The Chamco Agreement

3. At all material times, Connacher knew or ought to have known that IDE had

subcontracted certain aspects of the manufacture of the Equipment (including the integration of
the Specialized Components into the Equipment) to Chamco Industries Ltd. (“Chameco™), a limited
liability company incorporated pursuant to the laws of British Columbia and extra-provincially

registered in Alberta, and that such Equipment was to be assembled by Chameco prior to delivery
to Connacher,

6. As a result of Chamco’s delay in manufacturing the Equipment, IDE requested, and

Connacher agreed to, a revised Delivery Date.

Any Matters that Defeat the Plaintiff’s Claim;:

7. In specific response to paragraph 8 of the Statement of Claim, at all material times

IDE has worked diligently to facilitate the completion and delivery of the Equipment from
Chamco.

8. In specific response to paragraph 10 of the Statement of Claim, IDE denies that it
tailed to perform its obligations under the terms of the Connacher Agreement. IDE pleads, and the
fact is, it was an express or implied term of the Connacher Agreement that the Delivery Date was

dependent on the date the Equipment, including the Specialized Components, was supplied to IDE
by Chamco.

9. Further, and in the alternative, Connacher is estopped from claiming that IDE
breached the Connacher Agreement. Connacher, by its actions, represented that the Delivery Date
would be extended until such time as Chamco delivered the Equipment, including the Specialized

Components, to IDE, and such representations were relied upon by IDE,

10. IDE denies that Connacher has suffered damages as alleged or at all, If Connacher
has suffered damages, which is expressly denied, such damages are directly atiributable to

Chameco’s breach of the Purchase Order, IDE claims contribution and indemnity from Chamco.



Remedy Sought:

11 IDE asks that this Action against it be dismissed and that it be awarded costs on a
solicitor and client basis.
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MINUTES OF SETTLEMENT (the “Settlement™)

BETWEEN;
IDE TECHNOLOGIES LTD. (“IDE”)
- and -
CONNACHER OIL AND GAS LIMITED (“Connacher™)
RECITALS:
Whereas:

A. IDE and Connacher (each a “Party” and together the “Parties”) are parties to Purchase
Order No. GDMINIEXPB.PD00] (the “Purchase Order™), including the appendices thereto and
the Connacher Purchase Order Terms and Conditions (the “Terms and Conditions™) (the
Purchase Order and Terms and Conditions are together referred to as the “Agreement”),
whereby IDE agreed to supply and deliver to Connacher certain goods and equipment more fully
described in the Agreement (collectively, the “Equipment™), including two skid mounted MVC-
250 evaporator packages (together the “Units” and each a “Unit”);

B. Connacher commenced Court of Queen’s Bench Action No. 1601-07421 (the “Action™)

against IDE seeking, inter alia, damages for IDE’s alleged failure to deliver the Equipment in
accordance with the Agreement;

C. IDE filed a Defence in the Action disputing that the alleged breaches of the Agreement
are attributable to IDE;

D. On May 17, 2016, Connacher sought and obtained protection under the Companies
Creditors Arrangement Act, R.8.C. 1985, ¢, C-36, as amended (the “CCAA”) pursuant to an
Initial Order granted by the Court of Queen’s Bench of Alberta (the “Court”), as amended and
extended from time to time (the “Initial Order™);
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The Parties have agreed to fully and finally resolve and settle all matters between them

related to the Action;

THEREFORE, IN CONSIDERATION OF THE PREMISES AND COVENANTS
CONTAINED HEREIN, AND OTHER GOOD AND VALUABLE CONSIDERATION,

THE SUFFICIENCY AND RECEIPT OF WHICH IS HEREBY ACKNOWLEDGED,
THE PARTIES AGREE AS FOLLOWS:

1. The above noted recitals are true and accurate and form part of this Settlement.

2. The terms of this Settlement and the obligation of each Party hereto to perform its obligations

hereunder are expressly subject to and entirely conditional upon satisfaction of each of the

following conditions and written notice being provided by Connacher to IDE (which notice

may be by email from legal counsel to Connacher to legal counsel to JDE) that such

conditions have been satisfied (the “Settlement Conditions Satisfaction Notice™):

a)

b)

IDE shall arrange for reasonable access to be provided to Connacher to attend at the

facility of Chamco Industries Ltd. (“Chameo”) to inspect the Equipment between March
20— 24, 2017 (the “Inspection™);

Within 5 business days after the Settlement Order, as defined below, is obtained, at the
request ofi Connacher, IDE shall provide Connacher with reasonable access to IDE’s
facility to further inspect the Equipment (the “Further Inspection”), which Further
Inspection shall be completed within two business days of IDE providing access. For
further clarity, Connacher shall only be entitled to a Further Inspection in the event that

the Equipment has been transferred to IDE’s facility prior to the Pick-Up, as defined
below;

Connacher performing a full inspection of the Equipment in accordance with the
Agreement and this Settlement and Connacher being satisfied that the Unit, selected by
Connacher in its sole discretion (the “Selected Unit”), conforms with the specifications

set forth in the Agreement and is reasonably fit for the purpose intended;
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d) A final order of the Court approving this Settlement and authorizing Connacher to
perform its obligations hereunder (the “Settlement Order”) without any modification,

amendment or alteration unless consented to in writing by Connacher in its discretion;

€) Within 30 calendar days following the Inspection, IDE, Connacher, and Chamco
executing a Delivery Receipt, in the form attached as Schedule “A” to this Settlement,
confirming that Chameo has provided permission to Connacher and IDE to remove the
Equipment and final documentation from Chamco’s yard located at 8900 Venture
Avenue SE, Calgary, Alberta, and that the Equipment shall be free of any liens,

conditions, obligations, payments or claims of any nature or kind whatsoever made on
behalf of Chamco;

f) After the Settlement Order is obtained, IDE shall arrange for access to be provided to
Connacher and its agents to attend:

a. at Chamco’s facility within 15-30 calendar days of the Settlement Order to crate
and remove the Selected Unit, including the equipment listed on Schedule “C”

(the “Schedule C Equipment”), from Chamco’s yard (the “Pick-Up™); or

b. in the event the Equipment has been transferred to IDE prior to the Pick-Up, at
IDE’s facility, located in Calgary, Alberta, within 10-15 calendar days of the
Further Inspection, or, in the event that no Further Inspection is requested by
Connacher, within 10-15 calendar days of the Settlement Order, to crate and
remove the Selected Unit and the Schedule C Equipment, from IDE’s facility (the
“Alternate Pick-Up”), provided that Connacher has access to the facility from
Day 1 of the 10-15 day period to allow time for crating of the Selected Unit and
Schedule C Equipment.

3. Connacher shall apply for the Settlement Order on April 19, 2017, or such other date as
agreed between Connacher and IDE, acting reasonably, IDE agrees that it shall provide its
consent to such application and shall provide such other assistance reasonably requested by

Connacher in connection with such application,
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- Within seven business days of receiving the Seitlement Conditions Satisfaction Notice, IDE
shall pay Connacher CND $210,000.00 (the “Payment”) by wire transfer using the payment
information provided by Connacher to IDE.

. Connacher shall arrange for Pick-Up or Alternate Pick-Up of the Selected Unit. Connacher
will notify Chamco or IDE, as applicable, in writing (and provide a copy of such written
notice to IDE) of the date and time as designated by Connacher for Pick-Up or Alternate
Pick~Up which shall be within the time set out above in section 2(f). The cost of Pick-Up or
Alternate Pick-Up and transportation of the Selected Unit, including the Schedule C

Equipment, to Connacher’s facilities shall be borne by Connacher in accordance with the
Agreement,

. Upon the occurrence of the Pick-Up or Alternate Pick-Up, title to the Selected Unit and
Schedule C Equipment shall transfer immediately to Connacher free and clear of all liens,
conditions, obligations, payments or claims of any nature or kind whatsoever, including third
party claims and claims of material suppliers, subcontractors or vendors. IDE shall have
responsibility for all loss and damage to the Selected Unit and Schedule C Equipment until
the Pick-Up or Alternate Pick-Up, as applicable.

. Within 15 days of Pick-Up or Alternate Pick-Up of the Selected Unit and the Schedule C
Equipment and receipt of the Payment, Connacher agrees to file a Discontinuance of Claim

in the Action on a without costs basis.

. Effective immediately upon the later of (i) Connacher taking possession of the Selected Unit
and Schedule C Equipment and (ii) receiving the Payment (the “Rescission and
Amendment Time”), Connacher rescinds ifs termination of the Agreement. The Parties
agree that, effective at the Rescission and Amendment Time, the Agreement is amended and,
in particular, Appendix “A” Scope of Supply, shall be amended such that IDE’s obligations
under the Agreement are to supply one skid mounted MCV-250 evaporator unit, being the
Selected Unit, as opposed to two Units. IDE shall retain sole ownership of the second Unit,
and, effective at the Rescission and Amendment Time, Connacher hereby waives any claim
or rights to the second Unit. The Parties agree that all other terms of the Agreement,

including and specifically the warranty terms contained in section 4 of the Connacher Terms

and Conditions will continue to apply.
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IDE will be liable to Connacher for all direct losses, costs, fines, penalties, damages, injuries,
expenses (including legal expenses on a full indemnity basis) which Connacher may suffer,
sustain, pay or incur and indemnify and hold harmless Connacher, its officers, directors and
employees (the “Connacher Indemnitees™), from and against any direct losses, costs, fines
penalties, damages, expenses (including legal expenses on a full indemnity basis), actions,
claims, demands, liabilities, obligations and causes ofi action of every kind and nature
whatsoever which may be sustained, incurred, paid, suffered or brought against the

Connacher Indemnitees by reason of anything that may arise as a result of a breach by IDE of
this Settlement.

. Connacher wiil be liable to IDE for all direct losses, costs, fines, penalties, damages, injuries,

expenses (including legal expenses on a full indemnity basis) which IDE may suffer, sustain,
pay or incur and indemnify and hold harmless IDE, its officers, directors and employees (the
“IDE Indemnitees”), from and against any direct losses, costs, fines penalties, damages,
expenses (including legal expenses on a full indemnity basis), actions, claims, demands,
liabilities, obligations and causes of action of every kind and nature whatsoever which may
be sustained, incurred, paid, suffered or brought against the IDE Indemnitees by reason of

anything that may arise as a result of a breach by Connacher of this Settlement.
The Parties agree and undertake to sign the Mutual Release attached hereto as Schedule “B”,

Each of the Parties acknowledges and declares as follows:

a) it has had an adequate opportunity to read and consider this Settlement and to obtain such

advice in regard to it as it considers advisable;
b) it fully understands the nature and effect of this Settlement; and
¢) this Settlement has been duly executed voluntarily.

The Parties agree that the terms of this Settlement shall be confidential and will not be
disclosed to any other person or entity, except: (i) disclosure by Connacher to Ernst & Young
Inc. in its capacity as CCAA monitor (the “Monitor”) and to Connacher’s Interim Lenders
(as such term is defined in the Initial Order) and their advisors, (ii) to the extent such terms

are publicly disclosed by Connacher or by the Monitor in any Court filings in connection
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with Connacher’s application to the Court seeking approval of this Settlement, (iif) such

disclosure that is required for tax reporting purposes, or (iv) as otherwise may be required by
applicable law,

The Parties agree and acknowledge that there is no admission of liability or wrongdoing by

either Party and this Settlement is entered into by each party without prejudice to its position
and rights,

Time is of the essence in the performance of the Parties’ respective obligations under this
Settlement,

This Settlement shall be governed by and interpreted in accordance with the laws of the

Province of Alberta and the laws of Canada applicable therein.

All amounts in this Settlement are stated, and shall be paid in, Canadian doliars.

- This Settlement contains all of the understandings and agreements between the Parties

regarding the subject matter hereof.

. This Settlement shall not be amended, modified, or terminated except by written agreement

between the parties.

This Settlement may be executed and delivered (including by facsimile transmission) in one
or more counterparts, all of which shall be considered one and the same agreement and shall
become effective when one or more counterparts have been signed by each of the Parties and
delivered to the other Parties.
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IN WITNESS WHEREOF the Parties have executed this Settlement this 9 day of April, 2017.

IDE TECHNOLOGIES LTD.

Per:

Name: Amnon Levy Gal ?ﬁﬁ#
Title: CEO, IDE Projects President} IDE Projects

CONNACHER OIL AND GAS LIMITED

Per:

Naime:
Title:
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IN WITNESS WHEREOF the Parties have executed this Settlernent this j_day of April, 2017,

IDE TECHNOLOGIES LTD,

Per:

Namse;
Title:

CONNACHER OIL AND GAS LIMITED

Per;

Name: Merle
Title: Chief Officer




Schedule “A”

DELIVERY RECEIPT

2017

IDE Technologies Ltd. (“IDE™) and Connacher Oil and Gas Limited (“Connacher™) confirm that
Chameo Industries Ltd. (“Chamco”) has provided permission to [DE and Connacher to remove
the Equipment (as defined in the Minutes of Settlement between IDE and Chamco executed by
the parties on or about April __, 2017) and final documentation from Chamco’s yard located at

The Equipment shall be free of any liens, conditions, obligations, payments or claims of any
nature or kind whatsoever made on behalf of Chamco.

Date: IDE Technologies Ltd,
Witness: Per

Name:
Print Name: Title:
Date: Connacher Oil and Gas Limited
Witness: Per

Name;
Print Name; Title:
Date: Chamco Industries Ltd.
Witness: Per

Name:

Print Name: Title:




Schedule “B”

MUTUAL RELEASE

In consideration of the mutual covenants contained in this Mutual Release and in the Minutes of

Settlement between the parties hereto made effective the _ day of April, 2017 (the

“Settlement”), and other consideration, the receipt and sufficiency of which is hereby
acknowledged, the parties agree as follows:

1.

This Mutual Release is effective as of the day of April, 2017 (the “Effective Date™),

Capitalized terms appearing in, but not defined in, this Mutua! Release have the meanings
set out in the Settlement.

IDE Technologies Ltd. (“IDE™) hereby releases and discharges Connacher Oil and Gas
Limited (“Connacher”), and each of Connacher’s respective affiliated corporations,
trusts, partnerships and other entities, and each of their respective past, present and future
directors, trustees, officers, employees and agents (collectively the “Additional
Connacher Releasees”) from all past and current claims and demands arising from or in

connection with Court of Queen’s Bench Action No, 1601-07421 (the “Action”) as of the
date of the Settlement,

IDE further covenants and agrees that it will not take or continue, and will not permit any
entity, which it now or hereafter controls, to take or continue proceedings arising from
the Action against any person whe might claim contribution, indemnity or other relief
against Connacher or any of the Additional Connacher Releasees in respect of any matter

falling within the scope of the matters described in paragraph 3.

Connacher hereby releases and discharges IDE, and each of its affiliated corporations,
trusts, partnerships and other entities, and each of its and their respective past, present
and future directors, trustees, officers, employees and agents (collectively the
“Additional IDE Releasees”) from all past and current claims and demands arising from
or in connection with the Action as of the date of the Settlement. For the sake of clarity,

IDE agrees that this release and discharge does not apply to any claims made by
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Connacher pursuant to the warranty terms contained in section 4 of the Connacher Terms
and Conditions which form part of the Settlement.

Connacher further covenants and agrees that it will not take or continue, and will not
permit any entity, which it now or hereafter controls to take or continue proceedings
arising from the Action against any person who might claim contribution, indemnity or
other relief against IDE or any of the Additional IDE Releasees in respect of any matter

falling within the scope of the matters described in paragraph 5.

Each of IDE and Connacher agrees that the Settlement and Mutual Release is intended to

apply to the delivery of the Unit in compliance with the Agreement, as such terms are
defined in the Settlement,

Each of IDE and Connacher agrees that nothing in this Mutual Release shall release

either party from its obligations under the Settlement,

Each of IDE and Connacher represents and warrants to the other that it has not assigned

or otherwise disposed of any of the claims or demands which are the subject of this
Mutual Release.

IDE agrees that the Additional Connacher Releasees are third-party beneficiaries of this
Mutual Release and that it intends to confer a benefit upon each of them which is

enforceable by each of them.

Connacher agrees that the Additional IDE Releasees are third-party beneficiaries of this
Mutual Release and that it intends to confer a benefit upon each of them which is

enforceable by each of them.

This Mutual Release shall enure to the benefit of and be binding upon the parties and
their respective officers, directors, shareholders, principals, agents, employees, insurers,

executors, heirs, beneficiaries, administrators, successors and assigns, as may be
applicable.

IDE and Connacher agree that neither of them, and none of the Additional IDE Relcasees

or the Additional Connacher Releasees, admit liability in respect of the matters which are
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the subject of this Mutual Release, and that such liability is expressly denied by each of
them.

IDE and Connacher undertake and agree to maintain confidential both the fact of the
settlement, in connection with which this Mutual Release is delivered, and the terms of
such settlement and the existence of the Settlement, except as permitted in the Settlement
and provided that they may disclose the settlement and its terms to their respective

professional advisers for the purpose of receiving their professional advice.

This Mutual Release shall be governed by the laws of the Province of Alberta and the
laws of Canada applicable therein.

Each of IDE and Connacher acknowledges and agrees that it fully understands the terms
of this Mutual Release and has delivered same voluntarily, after receiving independent
legal advice, for the purpose of making full and final compromise and settlement of the

claims and demands which are the subject of this Mutual Release.

This Mutual Release may be executed in any number of counterparts with the same effect
as if all parties had executed the same document. All counterparts shall be construed
together and shall constitute one and the same Mutual Release. Each counterpart of this

Mutual Release may be executed in either original or faxed form.

[The remainder of this page is intentionally left blank]
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Per:
Name:
Title:

Per;
Name:
Title:

IDE TECHNOLOGIES LTD.

CONNACHER OIL AND GAS LIMITED
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Schedule “C»

Equipment List:

1 MVC-250 Evaporator Package
1 MCC

1 VFD (132 KW)

1 HCL Dosing Skid

| Antiscalant Dosing Skid

1 Antifoam Dosing Skid

1 Antifoam Slug dosing skid

1 Chelating Agent dosing skid

1 Oil Dispersant dosing skid

1 NaOH 50% dosing skid

1 Demister Wash NaOH dosing skid
1 Cleaning Skid

VFDs for the dosing skids




