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What is your name and business address?

James M. C. Haver. 1030 W. Main Street, Jenks, Oklahoma 74037-3525.

By whom are you employed and in what capacity?

I am President of Cyclone Petroleum.

Would you please briefly describe your background and work experience?

[ have been employed and have been active as an officer of several oil and gas exploration

and production entities for over 30 years.

S < I~

What duties does your position with Cyclone Petroleum entail?

Managing all operations.

Have you previously testified before this Commission concerning these matters?

I do not recall ever testifying before the Commission in person regarding these matters.
What is the purpose of your testimony in this docket?

To substantiate the position that Cyclone Petroleum has no obligations with respect to the

wells in question.

Q.
A.
Q.

A.

Has this matter ever come before a court of law in Kansas?
YES.
What was that case about?

In that case (2015-CV-000081) in Sumner County District Court, the judge and jury

considered whether Newkumet Exporation, Inc. assumed the obligation to plug all wells on

the leases that are the subject of your inquiry. The judge and jury concluded that Newkumet

did in fact assume all of those obligations. Specifically:

l. The Swaim Lease attached to your letter through which Martin McCorgary leased

the Southeast Quarter of Section 7, T35S, R3E is dated July 18, 2002. See Exhibit A; and
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2. The Assignment of Oil and Gas Lease attached to your letter through which
Martin McCorgary assigned the aforementioned lease to Sundance Oil & Gas, LLC is
dated August 1, 2002. See Exhibit A; and
3. In August of 2011, Cyclone Petroleum Incorporated, Sundance Oil & Gas LLC,
and Haveco Oil & Gas Properties LLC, assigned all of their respective interests in the
Swaim lease and the wellbores located thereon to Newkumet Exploration, Inc. See
Exhibit D. As you can see from a review of the Purchase and Sale Agreement, the
Agreement provides at the bottom of page 2 and the top of page 3 (in pertinent part) as
follows:

“EFFECTIVE DATE is September 1, 2011. Sellers are

entitled to all production and are responsible for all expenses

including taxes and all liabilities up to the Effective

Date. Buyer is entitled to all production and is responsible

for all expenses and liabilities (including plugging costs

and liabilities associated with the wells on the Leases

described in “Exhibit A”) with respect to the properties from

and after the Effective Date...” (emphasis added),
and Exhibit "A" is a list of leases, not a list of wellbores. Consequently, to the extent it is
determined that either Cyclone, Sundance, or Haveco ever had an obligation to plug wells
that were located on said leases, Newkumet assumed the obligations. This conclusion is
clearly supported by the outcome of the litigation between Endeavor Energy Resources,
L.P. and Newkumet Exploration, Inc. on the one hand as Plaintiffs (hereafter

“Endeavor/Newkumet”), and Cyclone, Sundance, and Haveco as Defendants on the other
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hand (hereafter “Cyclone/Sundance/Haveco”). See Exhibit E. In that case,
Endeavor/Newkumet sued Cyclone/Sundance/Haveco to reimburse Endeavor/Newkumet
for cost incurred in plugging 37 wells across the Prospect that was the subject of the
August 2011 Purchase and Sale Agreement. Importantly, one of those wells was on the
property that was the subject of the Swaim lease (Swaim A#1, API #15-035-23678). The
Sumner County jury returned a verdict in favor of Cyclone, Sundance, and Haveco (and
the other defendants) finding that the plugging responsibilities were the responsibility of
Newkumet and Endeavor, and that the Defendants had no reimbursement obligation. The
Exhibits referenced herein confirm that Endeavor/Newkumet sought to avoid their
contractual obligations to plug all wells on all leases by alleging fraud, and the jury found
that no fraud was committed by Cyclone, Sundance, Jim Haver, or Haveco. As such,
Cyclone, Sundance, and Haveco assert that Newkumet and Endeavor are collaterally
estopped from asserting otherwise in the context of the two wells that are the subject of
your letter (Exhibit A); and

Mr. Marsh’s letter (Exhibit A) asserts “...Cyclone Petroleum appears to be a responsible
party pursuant to K.S.A. 55-179(b)(3) as the person that most recently accepted
responsibility for the well by accepting an assignment or by signing an agreement or
other written document, between private parties, in which the person accepted
responsibility...” Cyclone contends that the party that most recently accepted the =
plugging responsibility is Newkumet Exploration, Inc., as evidenced by the jury verdict

in Sumner County in Case No. 15 CV 81.

22 Q. What is Exhibit F?

23 A. Exhibit F is the Pretrial Order in 2015-CV-000081, which is the litigation between
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Endeavor Energy Resources, L.P. and Newkumet Exploration, Inc. on the one hand as Plaintiffs
(hereafter “Endeavor/Newkumet”), and Cyclone, Sundance, and Haveco as Defendants on the
other hand (hereafter “Cyclone/Sundance/Haveco”), referenced above.

Q. What is Exhibit G?

Exhibits G are the Jury Instructions issued by the Court in 2015-CV-000081, which is the
litigation between Endeavor Energy Resources, L.P. and Newkumet Exploration, Inc. on the
one hand as Plaintiffs (hereafter “Endeavor/Newkumet”), and Cyclone, Sundance, and
Haveco as Defendants on the other hand (hereafter “Cyclone/Sundance/Haveco”), referenced
above.

Q. What is Exhibit H?

A. Exhibit H is the Jury Verdict Form in 2015-CV-000081, which is the litigation between
Endeavor Energy Resources, L.P. and Newkumet Exploration, Inc. on the one hand as Plaintiffs
(hereafter “Endeavor/Newkumet”), and Cyclone, Sundance, and Haveco as Defendants on the]
other hand (hereafter “Cyclone/Sundance/Haveco”), referenced above.

Q. What is Exhibit I?

A. Exhibit I is an email chain which was admitted into evidence in 2015-CV-000081, which
substantiates that Newkumet had access to all files concerning the leases and wellbores that
were the subject of the transaction, and knowingly assumed the obligation to plug the wells

that are the subject of your inquiry.
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June 30, 2025.

Daniel Fox,

Compliance Officer, KCC District 2
Kansas Corporation Commission
District Office No. 2

3450 N. Rock Rd Bldg 600 Ste 601
Wichita, KS 67226
dan.fox@ks.gov

Jeff Klock
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District Office No. 2
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Kelcey Marsh

Litigation Counsel

Kansas Corporation Commission
Central Office

266 N. Main St, Ste 220

Wichita, KS 67202-1513

kelcey. marsh@ks.gov

Jonathan R. Myers

Assistant General Counsel
Kansas Corporation Commission
266 N. Main St., Ste. 220
Wichita, KS 67202-1513
jon.myers@ks.gov

/s/ Martin J. Peck
Martin J. Peck
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July 23, 2024

James M C Haver

Cyclone Petroleum, Incorporated
1030 W, Main St.

Jenks, OK 74037-3525

Re: Swaim #1, APl #15-035-23624; and
Swaim #B-1, API #15-035-23712

Operator,

Commission Staff have determined that Cyclone Petroieum, Incorporated appears to be a responsible party
for the referenced wells located in Section 7, Township 33 South, Range 3 East, Cowley County, Kansas.
Cyclone Petroleum appears to be a responsible party for these two wells pursuant to K.S.A. 55-179(h)(2)
as the most recent gperator to produce from or inject or dispose into the well. Additionally, Cyclone
Petroleum appears to be a responsible party pursuant to K.8.A. 55-179(b)(3) as the person that mostrecently
accepted responsibility for the well by accepting an assignment or by signing an agreement or other written
document, between private parties, in which the person accepted responsibility. For reference, I have
atiached the relevant statutory authority and the documentation that was provided indicating that Cyclonc
Petroleum is responsible for these wells.

There are two ways that this issue can be resolved. First, Cyclone Petroleum can file Well Plugging
Application (CP-1) forms for the referenced wells by August 30, 2024, Once the Cownmission receives the
CP-1 forms, you will have 30 days to plug the wells, unless we have agreed to more time. Second, if Cyclone
Petroleuin fails to timely file CP-1 forms for the referenced wells or fails to timely plug the wells, then Staff
will file a motion for show cause where you would be required ta appear before the Commission to present
evidence why you should not be required to plug the wells or reimburse Staff’s incurred costs of plugging
the welis. T am hopeful we can tesolve this matter without the Commission taking formal enforcement
action.

You arc welcome to contact me by phone at 316.337.6200 or emaii at Kelcey.Marsh@ks.gov to discuss
this matter in further detail.

Sincerely,

/s/ Kelcey Marsh

Kelcey Marsh, #28300

Litigation Counscl

Conservation Division

Kansas Corpaoration Commission

ce: Jeff Klock, District #2

Pre-filed Direct Testimony of James Haver EXHIBIT A June 30, 2025

on behalf of Cyclone Petroleum, Inc. Pg. 001 of 008



2021 Kansas Statutes

55175, Same; responsibllity for remedisl actions; hearings; orders; pingging. (2) If the commission
determines that a well is an abandoned well and has reason to belleve that any person is
legally responsibie for the praper care and contral of such well, the commission shall cause
any such person to come before the commissian in accordanee with the provisions of the
Kansas administrative procedure act. If the coramission finds that any person is, in fact,
legally responsible for the proper care and control of such well, the commission may issue
any orders ohligating any such person to piug the well or to atherwise cause such well ta be
brought into compliance with all rules and regulations of the commission and may order
any other remedies as may be just and reasonahle, Proceedings for reconsideration and
judicial review of any order shall be conducted in the manner provided pursuant to K.S.A.
55-606, and amendments thereta.

{b) A person that is legally responsible for the proper care and control of an abandoned
well shall be limited to one or more of the following:

(1} Any person causing pollution or loss of usable water through the well, including any
operator of an injection well, disposal well or pressure maintenance program,

{2) the most recent operatar to produce from or inject ar dispose into the well, but if no
production ar Injection has occurred, the person that caused the well to be drilled. A person
shall not be legally respansihle for a well pursttant to this paragraph if: (A} Suich person can
demonstrate that the well was physically operating or was in compliance with temporary
abandonment regulations immediately before such person transferred or assigned the well
to an operator with an active operator's license; and {B) a completed report of transfer was
filed pursuant to commission regulations if transferred or assigned afler August 28, 1957;
(3) the person that most recently accepted respansibility for the well by accepting an
assignment or by signing an agreement or other written document, between private parties,
in which the person accepted responsibility, Accepting an assignment of a lease, obtaining a
new lease or signing an agreement or any other written document between private parties
shall not in and of itself create responsibility for a well located upon the land coyered
thereby unless such instrument adequately identifies the well and expressly transfers
responsihility for such well;

(4) the operator that most recently filed a completed report of transfer with the
commisgion in which such operatar accepted responsihility for the well or, if no completed
report of transfer has been filed, the operator that mast recently filed a well inventory with
the commission in which such operator accepted respongsihility for the well. Any
modification made by commission staff of any such documents shall not alter lagal
responsibility uniess the operator was informed of such modificedon and approved of the
modification in writing;

(5} the operator that most recently plugged the well, if no commission funds were used;
and

(6) any person that does any of the foliowing to an abandoned well without authorization
from the cormumission: (A) Tampers with or removes surface or downhole equipment that
was physically attached to the well or inside the well bore; (B} intentionally destroys, buries
or damages the well; (C) intentionally alters the physical staius ofthe well in a4 manner that
will result in more than a de minimis increase in plugging costs; or (D} conducts any
physical operations upon the well.

{c) If the commission determines that no person is legally responsible for the proper care
and conrrol of an abandoned well, or that each legally responsible person is dead, no longer
In exiatence, insolvent or can no longer be found, then the commission shall cause such well

[
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1o be plugged as funds become available. The cost of such plugging shall be paid by the
commission from the abandoned cil and gas well fund created pursuant to K.5.A. 55-192,
and amendments thereto.

(d) The validity of any order issued by the commission prior to July 1, 2021, shall nat be
affected by the provisions of this section but shall apply to any determinaticn of
responsibility regarding any abandoned well.

(e) Asused in this section, "abandoned well” means a well that is not claimed on an
operator's license that is active with the commission and is unplugged, improperly plugged
or no longer effectively plugged.

History: L. 19886, ch. 201, § 31; L. 1988, ch. 356, § 165; L. 1993, ch. 62, §1; L. 1596, ch. 263, § 7;
L. 2001, ch. 191, § 6; L. 2021, ch. 28, § §; July 1.

S
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KANSAS CORPORATION COMMISSION _ Form ACO-
OiL & Gas CONSERVATION DiviSiON Form m
WELL COMPLETION FORM
WELL HISTORY - DESCRIPTION OF WELL & LEASE @ PY

Operstor: Liconse #3025 i no. 15 035~24169=00-00
Nome: __CYCLONE PETROLEUM, INC. County: CONLET '
Address: 1030 W. Main SW SW SEf4 g0 T p 356 R 3 flemDIwen
CiyiSustzp; . Jenks, OK 74037 330 foet from(S)/ N (cie one) Line of Section
Purchaser.___SEMINOLE TRANSPORATION 2310 fouttrom( )/ W (orsle one) Lioe of Secon

Oporator Contact Person: —_James-—Haver
Phone: {918 291~3200 .

Contracior; Name: 1114
Licenae,__ 30141 S
Watlsts Gaclogiet: . NA_ JUL 252003
Casignate Type of Compistion:
X __NewWell ____ ReEniry . M WlCHlTA
—_ O SWD SIOW Temp. Abd.
X __ Gas ENHR SIGW
e Dry . Ofther (Cara, WSW. Expl., Cathodic, atc)
H Workover/Re-antry. Oid Weit Info as ioliows:
Operator:
Well Nama: :
Criginal Comp. Daete: Original Total Depthy ..
——_Dospening  ____Re-ped. Gow. i Enhr/BWD
—_ PhgBetk Phig Back Total Depth
—— Commingled Docket No.
— . Dus Completion * Dotket No.
wmamen Other (SWD or Eniie?)  Docket No.

9/26/02 ____lo/e/02 10/25/02 .
Sﬂlﬂnﬂlu..m Dats Resched 10 .. _}Wﬂgm
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. Well #:

STRUCTIONS: Show important fops and basa of frmations peneiraied. Detall all coves, Report ol final coples of dril siams bisie ghing Interval
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Sellers; CYCLONE PETROLEUM, INC,
HAVECO OIL & GAS 'ROPERTIRE, L1.C,
HIF LIMITED PARTNERSETE
CONCORDE RESOURCES CORPORATION,
ASHTON GAS GATHERMNG, LLC,
AND SUNDANCE DIL & GAS, LLC

Buyer; Newhkumuey Exploration, e,

For the conslderation, muteul prowmises, and agreemens nnd the benelitg to be derived by Sellers
and Buyer, numed abave, the reseipt ind sufficiency of which ure ncknowledged, Buyer and Sellers have
entered inte this Purchase ord Sele Agreement (the “Agresment™) und ageee 5 fellows;

ARTICLE |
PURCHASE AND SALE

Purclisgn and Sale, Sellers agree ta sell and convey to Buyer ond Buyer ugrees to Purchase from
and puty Scllers for all af their inerest in those eertnin oil und gas properties locited in Supner and
Cowley County Kinsis, as described in the pitached Exhibit “A™, including all nppurienint squipment,
personal propery, files and records, less ond except the overriding rayalty interests idensifod oa Exhibit

3 a4 per the following terma end conditions: _ﬁi‘ﬂf 000, 0 \ \}( 3 '14'
PURCHASE PRICE: Total porchuse is $5,400,000,00 payable s follows: 385:H0020d By wire on or \.5\

befarc August 29U sy earnest waney end part payiment of the purchase price. The balance of

|"J £33 5R0U00 10 be paid it closing in eertificd funds or by wire transler, All paymenis shall be made to

‘&\
J

'\”r“

NHchco Oil & Gas Properties, LLC as Nominee. 1F Buyer esbiishes prior to Clasing thnt the net
ravenue interests biing cohveyed nre heus thin the et revenue imerests ifemlzed on Exhibit A, Buyer
may nt its aptlon in writing to Seller, deem this contract null ond vakl und the arnest money shall be
retuened, If Quyers {nil to clase Tor apy reason oliver tin as orticutated in e preceding sentence, Sellers
may kep eimest money and this cantract sholl become nulf nnd void,

FORM OF ASSIGNMENT: See Exhibit C.

NET REVENUE INTEREST (NRI) Sec Exhibit "A™, The interests deseribed there{n ire for Information
vnly ond do nat constitute any kind of warranty,
WORKING INTEREST (W1 Sellers nre agrecing to selt o of thelr workhsp Infensts in the lensen lisled

in Exhibit “A”, The Incrests deseribed thcmm tre for information enly and do nat x.onxhuzlu any kind ol
warmnty.

CLOSING: On October 10, 2011 unless extended by written ngeesment of Buyers und Suller(s), Seller
shall provide o mortgage reiense from Bunk of Okinhoma at Closing,

EFFECTIVE DATE is Scptember 1, 2011, Sellers are entitled 1o nil produstion sl are respansible for
all expenses ineluding tuxes and all liabifitics up 1o the Eifzctive Dute, Buyer isentitled to alf production

2
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representation, warranty, covenant, apreemaent, promise, inducoment or statement, whether oral ur written,
has been made by Sellers or Buyers und relied upon by other that is not sct forth in this Agreement or in
the fnstraments reterred to in this Agreement, and Sellers andfor Buyers shall not be hound by or hable
for any alleged representation, warranty, covenant, agrectent, promise, inducement, or statement no( set

forth in this Agreenment,

This Parchase and Sale Aproement 1s signed by Sellers and Buyers us of'the date their signatures

below, but is deemed effective for all purposes as af' the Effective Date,

selfers:

James v ( Flaver
President
Cyclone Petroleum Inc,

f\ B

James M. C. Haver

Managcr
Haveco Ol & Gus Properties, LLC

Jumes M.
President, JHBP, [ne., General Partuer
TIBF limited Partnesship

amu,‘vi C. ku l’ws d nt of Cyulom,
PPerioteum, Ine,

Manager

Asliton Gas Gutherfog, LLC

e e R

James M. C. Naver, Mana
Oil & Gas Propertics, [[.C
Managar

Sundance Ol & Gas, 1.1.C

rofl Iavcﬁo
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James
President
Concarde Resources Corporation

BUYER:

/%/ 7 %{f/

Ll

Wayne Nm}jg”‘”-"f, President o |
Newkumet Explovation, Inc. Pate ﬂg//Z%L

/b

U stpnitive pepe
i fraver e UE- 29/~ 7220
,/7):'{5;/:;\(4_()(._ y / /g;&,f“éu Cour @ TIE T2 -5 D

e
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: F
MORRIS, LAING, EVANS, BROCK DIST F.‘:‘%"TEC%URT

& KENNEDY, CHARTERED 245
300 N. Mead, Suite 200 IEAG 12 e 5
Wichito, Kanms 67202 SUMNER cousTy "

Telephone: (316) 262-2671
BY:

IN THE THIRTIETH JUDICIAL DISTRICT
DISTRICT COURT, SUMNER COUNTY, KANSAS
CIVIL DEPARTMENT

ENDEAVOR ENBRGY RESQURCES, LB,
BRADLEY BATES, JOB DRISKILL, &
NEWKUMET REXPLORATION, INC,,

Plaintiffs,

)
)
)
)
)
v. ; CaseNo. /5 C\/ ¥ /
CYCLONE PETROLEUM, INC,, )
HAVECO Ol & GAS PROPERTIES, LLC, )
HBF LIMITED PARTNERSHIP, )
CONCORDE RESQURCES CORPORATION, )
ASHTON GAS GATHERINGS, LLC, & )
SUNDANCE OIL & GAS, L.L.C,, )
' )
)
}

Defendants.

Pursuant t X.S.A. Chapter 60 C @ P‘

PETITION
The Plaintifts Newkumet Exploration, Inc,, Bradley Bates, Joe Driskill, and Endeavor
Energy Resources, L.P., for 1heir causes of astion against the Defendants, Cyulo.med:roleum, Tnc.,
Haveco (il & Ges Properties, LLC, HBF Limited Partnership, Concorde Resources Corporation,
_ Ashvton Gas Gatherings, LLC, and Sundence Oil & Ges, L.L.C,, state:
PARTIES
1 Plaiptiff Newkumet Bxploration, Ino, ("Nawkumet”) is o Texes.corporation,

2, Plaintiff Bradley Bates is an individual reziding in Texgs.
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3, Plaintiff Joe Drigkill ig an individual residing in Oklehama.

4, Plaintiff Endeavor Bnergy Resouroes, L. ("Endeavor) is a Texss limiled
partnership,

5 ﬁafeadnnt Cyclone Petrolemm, Tnc, (“Cyclone) i5 & Kanmes corporation
maintaining principal business offices at 1030 W, Main, Jenks, Oklehoma 74037. Service of
process may be made upon its regiaterﬁd agent Robert D. Robinson at 1870 N, Xavier, Maron,
KS 66861,

6.  Defeodant Haveco Oil & Ges Properties, LIC i an Oklshoms limited lighility
company maintaining principal business offices at 1030 W. Main, Jenks, Oklahome 74037.
Sewica.of process may be made upon its registcrad- egent Andrew S, Hartmen ofo Andrew 8.
Hartman, P.C, at 320 B, Boston, Suits 2000, Tulae, OX 74103,

7. Defendant HBF Limited Peartnership i3 an Oklahoma limited partmership
maiateining principal business offices at 1030 W, Main, Jenks, Oldshome 74037. Service of

prooess mey be made upon its registered agent Andrew B, Hartman c/o Asdrew B. Hartman, P.C.

at 320 8, Boston, Suite 2000, Tulsa, OK 74103,

8, Defendent Coneorde Resownces Corporation is an Oklehome corporetion
maintaining principel business offices at 111 South Main St, Bufaula, Oklahoma 74432, Servioe
of prdcesh may be made upan its rogistered apent Registered Apents, Inc, ot 4601 B. Douglas,
Suite 150, Wichita, KS 67218.

5. Defendent Ashton Gas Gatherings, LLC is au Oldahome h:mted liehility company
meintaining principal business offices &t 1030 W. Main, Jenks, Oklzhoma 74037, Service of
process may be made upon its registerad agent Andrew S, Hartmen o/o Andrew §. Hartman, P.C.

gt 320 §. Boston, Suite 2000, Tulsa, OK 74103,
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18,  Defendant Sundance Ol & Gas, L.L.C, is an Oklaboma limited Hability company
mainteining principal buginess afficas at 1030 W. Maln, Jenks, Oklghoma 74037, Service of
process may be made upon its registerad agent Andrew S, Hartman ¢/o Andrew S, Hartmen, P.C,
st 320 8. Boston, Suite 2000, Tulss, OK 74103,

ICTION AND VR

11,  furisdiction and vemue ave proper in the District Court of Sumrer County, Kansas,
beceuse the causes of action lersin arise ond of & transaction of mineral lesses covering lands
lacated in Sumner County, Kanses. |

FACTUAL BACKGROUND
12.  Thisaction arises oot of Plaintiffs® purchese of nn oil anq gas progpect (“Prospect™)
comprised of munerous oil and gas leases sovering approximately 5,000 aeres of land in Sumner
and Cowley Counties, Kanses and the wells, equipment and personel property appurienant to the
Praspect, including e gas pathering system, processing plant and compression station,
13.  InAngust 2011, Newkumet identified, evaluated, and negotiated the acquisition of
fhe Prospect from Defendants on behalf end at ﬂm direction of Endeavor.
14, A Purchase and Sale Agresment (“PSA*) was entered into between Newknmet and
Defendants on August 21, 2011, A copy of the PBA is attached hereto as Exhibit A,
15.  The purchase and sele of the Prospect closed on October 10, 2011, effective
September 1, 2011.
16.  Upon olosing the purchese and sale of the Prospect Newkumet immedintely
asﬁigned the Prospeet to Bndeavor, regerving an undivided working interest unto itself, Bradley

Bates and Joe Drigkill, amang others.
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17.  Atall times relevant to the purchase of the Pfospact, Plaintiffs did not know that
epproximately 37 unphigged and abandoned wells existed on the Prospect.

18,  In July of 2014, Endeavar begen receiving Notice of Violetions from the Kansas
Corporation Commissian ("KCC™) for feilure to comply with KCC regulations xelating to the
unplugged and abendoned wells on the Prospect.

19,  Shorily theresfter, the KCC initialed enforeement proceedings against Endeavor,

demanding that Endeavor either plug or return the nbncompliant wells fo production, or pay
penaities andri'sk suspension of its oparetnr’s license,

20. In Ruly of 2014, Endeavor phugged two of the noncornpliant wells,

21. The KCC identified 35 additiopel oil eod gas wells (“Subject Weills”) on the
Progpest that were not in compliance with KCC regulations,

22.  Endavor and the XCC reached a Compliance Agreement (“KCC agreement™™)
wherein Endeavor sgreed to piug or retum to p:nduéﬁun each of the 35 nopcompliant wells over
en extended compliance schedule, A Copy of the KCC agreement is attached hereto rg Exhibit B,

23.  Asof the present date, Endeavor has plugged wells on the Prospest.

24,  Pumuent ip the terms of the KCC agreement, Endeavor must either plug or return
to production all 35 wells by October 30, 2016,

COUNT |- EXPRESS CONTRACTUAL INDEMNIFICATION

25,  Plainliffy hereby re-allege end incorporate by reference the allegations set forth
above in peragraphe ] throogh 24,

26, The P.SA includes the following indemnification provision:

“Qellers agree to indemnify, defend, end hold Buyer hermless for all

complainty, charges, enforcement proceedings or litigetion etbhibutable to
operations prior to the Effective Date of this [PSA]"
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27.  The KCC enforcement proceedings which reswited in the KCC agreamsant were
directly attributable to Defendants' oparalions on the Prospect pricr to the effoctive dats of the
PSA, September 1, 2011,

28.  To dete, Fndeavor has mowred expansss pluggng wells ox the Prospect, and
Bndeavor will continue to incur expenses to phug wells which capnot be returned io production,

29, By reason of the foregoiug, Endeavor s entifled to be indemnified by Defendants
for the expenses it has inccurred and will incur in plugging wells on the Prospect,

30,  OnOctober 31, 2014, S.J. Gleves, Trustee of the 8.5, Glaves Revocsble Trust under
Agreement dated September 28, 1990 filed an action numbered 2014-CV-115 In the District Court
of Sumner County, Kensag againat the Plaintiffc and other parties (the “Glaves acion™),

31.  The Glaves action sought to terminate oil and gas leases Plaintiffs required from
Defendants pusuant to the PSA. |

32, The allegatinns against Plaintiffs in the Glavey action arose primarily from the
Defendants’ oparation of the leases priorio September 1, 2011.

33. | On July 2, 2015, judgment wes entered in favor of Plaintiffs &s to each end every
claim alleged in the Glaves zotion. '

34, Endeavor has incurred necessary and reascnable aitorney’s faes and other legel
costs in defending the KCC enforogment proceedings and the Glaves action, and #t will contime
to incur suoh fees end costs in complying with the KCC agresment, By the teoms of the PSA,
Endeavor is exiitled to recover these fees and costs from Defendants.

COUNT I-IMPL. EMNIFICATION
35,  Plgintiffs hershy re-allege and incorporate by reference the allegations set forih

sbove in paragraphs 1 through 34.
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36, PerILAR E2-3-111, oo oil and gas well must be plugged, retumed to production,
or temporarily shandoned within 90 days after the dai it is brought out of production, and a well
may only be iemporadly abandaned for & petiod of 10 years,

37.  Per K.8.A. 55156, failure to plug an abandoned well In compliance with

-commission rules and regulations is a felony offense, -

38.  Defendanis fuiled to plug or retum the 37 abandoned wells on the Prospect to
production within 90 days efter the dates upon which they were brought out of production.

35.  Furthermore, Defendants sbendoned the Subjsct Wells for & period in exoess of 10
years prior to September 1, 2011,

40.  In light of ths penslties for nonsompliance and the environmentsl risks essociated
with vnplugped end abandoned wells, 2 reasonably prudent operatar would have either plugged or
returmed the Subjeot Wells to protuotion prior t the expivation of the 10-year reguleiory Hmit,

41, The KCC enforcement prooeedings against Endeavor that resuited in the KCC
agresment were directly afiribuiable to Defendants’ fhilure priar to September 1, 2011 to comply

with KCC regulations,

42,  Endeavor is not at foult for the KCC violations and should not be coxpelled to pay

ta plug the wells thet Defendants impropsrly abandoned.

COUNT IXI- UNJUST ENRICHMENT
43.  Pleintiffs hereby re-allege and incorporate by reference the ellegations set forth

sbove in paragraphs 1 ﬂ:ruugh 42 and, in the alternafive, stats:
44,  BEquitable relisfis appropriate becense Plaintiffs have no sdequete remedy at law.
45, At all times relevant to the purchase of the Prospect, Plaintiffs did oot imow that

wplugged and sbandoned wells existed an the Prospect.
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46,  At1he time they sold the Prospect, Defendanis had operated the Prospect for more
then 20 years end kuew that unplugged and sbandaned wells exlsted in vicletion of K.AR, §2-3-
111, |

47.  Plaintiffs and Defendants did not bargain for well-plugging liabilitles existing on
the Prospect. prior to Septemtier 1, 2011 when nagotiating the terms of the PSA.

48. By purchasing the Prospect subject to the undisclosed and unknown well-plugging
linbilities, Plaintiffs conferred & benefit npon the Defandants which was not contemplated by the
terma of the PSA, |

49,  Defendants have accepted and retained the benefit conferred {o it by Plaintiffs, and
it would be inaquitable under the circomstances for Dafendanis 1o avoid lishility for plugging the
wells thet they improperly absndoned.

COUNT IV- FRATD

50.  Pluintiffs hereby re-all=ge and incorporate by reference the allegations set forth
above in paragrapbs 1 fhrough 49,

51.  Atihe time if sold the Prospect, Defendents knsw that voplugged and ahandoﬁud
weils existed on the Prospect in violation of LA R. 82-3-111,

52, At gl times relevant to the purchase of the Prospeot, Plaintifft did not lmow that
u.upluégad aad sbandoned wells existed on the Prospect,

53,  Defendants were under aa obligation to disclose the existing well-plupging
lizbifities to Plaintiffs.

54.  Defendanty intentionally failed to discloss the well-plogging liabilities in ordes to

induce Plaintifh to purchase the Prospect at the price offered by Defendants.
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55,  Pleintiffs justifiably relied on Defendants to digolose the well-plugging Labilities
existing on. the Prospect &t 1he time of the sale, and Plaintiffs were thereby indveed tn purehase the
Prospect at the price offered by Defendants,

56.  Plaintiffs suffered damapes as a result of Defendants’ frandulent conduet

WHEREPFORE, Plaintiffs pray for indemnity of the full amount of expanses it has slready
incurred plugging wells on the Prospect, which expenses currently sxceed $75,000, o dsclaratian
that Plaintiffs ave entitied to indemnity for the fill amount of expenses it will incur plugging wella
on the Praspect, and for recovery of the atiorney’s foes and costs Pleintifis have incumed in
defending the KCC enforcement procesdings and complying with the XCC sgresment, for
defending the Gleves action, and for preparing and prosecuting this action, for eny additional
deruages warmatited by the avidenoe in this case, and such further relief as the Court deems just
and proper. o

Respectfully mubmitted,

MORRIS, LAING, EVANS, BROCK &
KENNEDY, CHARTERED

By: ?é § ;
ert W, Coykendall, #10137

Jonathan A, Schiatter, #2484 8~
300 N, Mead, Suite 200

Wichita, Kansas 67202
Telsphans: (316) 2622671
Pacaimils; (316) 262-5991
jschlatter@morrislaing com

Antorneys for Endegvor Energy Resowces, LP,
Bradley Bates, Joe Driskll, & Newlmat
Exploration, Inc.
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PURCHASE AND SALE AGRERMENT
BETWEEN.

CYCLONE FETROLBUM, INC,,
HAVECO 0N, & GAS FROPERTIES, LLC,
HBF LIMITED PARTNERSHIP,
CONCORDE RESOURCES CORPORATION,
ASHTON (AS GATHERING, LLC,
AND SUNDANCE OIL & GAS, LLC
As Seilars

And

NEWKUMET EXPLORATION, INC,
As Buyer

PURCHARE AND SALE AGRERMENT

-
I
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Seflars; CYCLONE RELVROLEUM, ING,
HAVHCO Of.& GAS PROVERTIES, TLE,
VF LIMETED PARYNGRETD
CONGURLE RESQURCES CORPORATION,
ASHTON GAS GATHERING, LLC,
AN SUNDSANCE QUL & GAS, LLE

Buyen Wofumeat Buxplartion, the

Fortise considermtion, mubu] promizes, sed-apreoments and i e o be dervad by Selley
and By, mpind nbirve, 1irs ceoont md suffeiency ofwislol wo clowledged, Buyor ind Sellem e
eqmersd fifio g5 Pevelinae oqd Salo sgmman: (ﬁu “Ageeamsnf™y mnd ogres s follows;

ARTICLE
PFURCHASE AND SALE

Pavgiinge-aysl ol &ﬂuﬁagmmﬁmd goavey o Buyss and Buyer ngreesto Pyrohnse from
s1td Jray Sutieri frr o] o thale Tntonesk In thepe ertdln ail and g propersisg foemed 2. Stmnerand
Clowled' Connfy Krmsti, me doserhed fn the sitached Bt AT, tnefuding uil spposorimt el prsnt;
porsonaf prpay, Tiles snd rocands, laat and execyt e ovendding royalty luerests Kentificd on Bxhiblt
B, 10 p e fllowing tems pnd conditons: ' &rﬁ:m w \'Q( 3«'3‘

PURCHASE PRICE: Toref potaté 183,400, 0000 payable sl SA00a by wimamer \yf¥

) mmamasmmmmdmwmmapmmmmwmd

A

¥

Pre-filed Direct Testimony of James Haver

10 b pieid viccloslog Tncertfisd Fungs ar by wire emafirs Al payimepts sbadl be mudis p

il & Gup Propertiis, 51C s Nantinee™ T Buyer spmbflihes prior to Claving tiet tho nét
Towsnss ntdesis budhjg.coneaygd aca losg Biun the pat fvariuo Interests Hembeod an Bxhibit A, Buper
niny i option In wiitlag by #ulfor, desm this contract nufl pnd void a%d the earnastmaney sholl be
veturaed, ¥ Biyers fil] o elosu Sornmy rensgn other than 2 oxtiealined fn tis preceting sonience, Seflery
muy kisep sipegt messyraad this contrmed pholl beeomo nu il ond void,

PORM OF ABSIGNMENT: ue RxblbhC,
NEr REVENUSINTERES! NI} Seo Bahibie %A, Tlic ity dﬁmﬂhd el iz For Informotiot
qaly mute ot eomstitnie oy kin aBsagyntys

WOENTNY INTEREST (W15 Soflrs aco agrentior 1ot i o sl seorichyg Injapests b toe iiseh flsied
o Hehibit A, The ftofoms Mludtﬁmln msbrinﬁarmnth&n wly mrd:rnn:mnBM:uwkw of
ooy,

CLOSING: On Duobigy 10, 2011 unfisy axierided hy writtzn npreemale of Poyes amd Sulle(y). Seltor
aball providea martgage relose fror Bundk of Okinfioma at Pldstug,

EFPECTIVE DATE Js Sopembar 1,201, Seltars as eatlia to ol prodttutlon s arerredpassibis for
all sxpsnms Iunlud!ng,m and all fabllhies up do the Rfsolive Dute: Buyer Iz mibtled-toul) produsifor

2

Ly
N
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ud ig resrongibifor afl expenses and liabilities (ivoldig plagging opets 03 Hablifes assoeiated with
the wells"On thia Leness désartbed in “PochibifA”) with reapsct 2o the properties fram md dfier Bffoative

Daty, Buysr agresd o pay the nronthly cempreséor Jease obligations snd fhe rameining campragsor sits

jease obftgations for the ramaining term of 5pid feuses.

ADDITIONAL PROVISIONS

-Tanks will. bagtuged &t noor, on Ssplember 1, 2011 end Boyerwill purchase oil at the avarage net
monthly posting priog for the month prior to closing, Said prive(less prodnotioy taxss) shall be patd at
Clasing in adftion to Pumimas Pyfos,
Hquiprhent Is “ds 15, whars {s”,
~Buyer und Sellers agea to béar tholr owi unsta in connastlon with this proposed transaction,

~Bellws shall reslgn a4 oparator and deliver 5 Clushog all necgssery State regulatory documents signed by
Bellers trpnufrring Spsantions ofthe wells and leages to Buyer,

-Boilors shafl nat be obligated to unidertakn rny sxpenses-other ten normal prodyction and macksting
expeases fram Seplember 1, 2011 to Closlng. Buynr shall relmburee Soflers for any md all reasodable
expenses Inoumad affer Beptember 1, 2011 untii Closing, end that ralmbyrssment shall bs made at Closing
Inaddition to the Purchass Prive artitulatad heretn.

-Sollers agees to indeminify, defond, and inld Buyer hamless for all complaints, chrges, anftrosntent
provesglings of Hilgat{on eftributebls to operations prior to the Effective Date of this Agisemant, Buykr
sgreasto Indamnify; defpnd, and hold Selibrs Harmiesg for él camplaints, charges, onforeemant
proceedings or Htigation gfiributable o opsratlons afterto the Bffadtive Date oPthiz Ajrdement.
Haflers agres fo allow Buysr acoess ta ifs Jeags, well, egal and offipr filss for due Siligencs review atany
reasbnablo time &t Sellprs’ oifiocy andfﬁ:rﬂwr, to provide zooess o the wells in e field for Buysr’s
nspeation.

~Notloes, Allaotloas and oommumnuﬂuns required or parmittad ynder this Agrammrl: thall ba in wnﬂng
&nd shall be effective when dellvered addresssd as Tollows;

IF to- Sellers ) I {o Buyers;
Mir, James Haver Weayne Nowknamal, Presldont
Cyslope Pptralepn, Incorporated Nowlomet Bxploration, Inc,
- 1030 W, Miain Btreat F.O: Box 11330
Ianks, OK 74037 . Midiend, Texas 79702
18).291-3200 (432) 687-1 101
{918) 2513220 facslmile {432) 667-2519 facslmile

Biiber party may, by wiltten notice dalivered to the oher, change the address to whih dalivery shgll
thersafter be muds,

-Bntire Agrsement, This. Agreement (including #ll Exhibits) oonstitutes the entire ypdirstandng between
Buyer and Ssllows with reepsot td tha subjeut matter of thix Agresment, and supsrsadss all negotiations,
prior disoyssions, pricr agreemeals, end understandings relating to such subjeotmatter. Nomakylsl
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representation, warrnnty, covenant, agreamerit, promist, inducsment or Statement; whether ofel or written,
liag besn made by Sallers or Buyers and relicd upon by pihet fat Is poi set farth, i this Agresment of in
the lustrumenis referred o In this Agreement, and Sellers and/or Bityers shall nat be hound. by v Hable
for any alleged rifjresentation, warranty, sovenant, ngresment, pitomisd, hrdipement, or gatimernt not set
fantlr it thiy Agreament.

This Pﬁrohm_ anf] Sale Agrgement ia slgned by Sellerg and Buyers s of 1h¢ daiytheir slghatures
bulow, but ks deemed effeative forall purposas es of the Effsctive Diate,

Sallers; .
R W .
\—df— gy
Tapnes W C. Hoyar .
Presiden
Cytlone Pétroleun Tnc,

N A oun, B 201\

James N{. C, Haver ™
M
Haveoo Of].& Gay Prupqr;i;gLLC

b BT g

James M. & Hiver >
Pregident, P, Inc., Generaj Pertijer
HBF Hmited Partnorship

\ mﬁ'_"é\ ’ “
Jomos M, CiBaver, Bredident of Cyologe '

Pestolsum, o, ‘
Mannger

Asliton Crag Gatharing, LLE

, kv—‘%” < Dhate ﬁ r 2\ k
James M, C. Naver, Ma of Hayeoo

Oil & Gas Properties, LLC '

Meanager

Sondance O & Oes, LLC-

//
| Caz
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LA

Tamos M. G Hlaver s
Preaiden
Congorde Rascurced Corporation

Newkum Bxp!omtmu, Ino.

/;ﬂ/'f%ﬂ& (-fﬁ/‘yf 74’{

Dita @"2-\' \\.

Date_<& Z//7,

o A vere GB- 29/~ 2220
4-@{;%&; //anéum @ TIE-Tl2-5BF2.
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15,00, 14 0R2{2110
Kansas Corporation Commiscion

st Mewsa Thomas
THE STATE CORPORATION COMMISSION
OF THE STATE OF KANSAS

Before Commissioners: Shari Feist Albrooht, Chatr

Jay Seott Bmler

Pat Apple
In the mater of a complianae agreement ) DocketNo.; 15-CONS-442-CMSC
between Endesvor Encrgy Resources, LP )
(“Operator”) regarding 35 walls in Cowley and ) CONSERVATION DIVISION
Sumner Countles, Kansas, );

)} LivenseNo,; 32887

The aboyc-oapﬁonad matter comes before the Btate Corporation Commission of the State
of Kengas. Having sxamined the files and recortls, and being duly advised in the promises, the
Commission finds and concindes &5 follows:

1. OnDetember 2, 2014 Commissica Staff filed « Motlor forthe Commission to
Apmrove a Settlement Agreoment. Tha Bettlement Ag:wna;:thm been signed by both perties
and creates deadlines to bring 35 wells irto compliancs with K.AR, §2-3-111, prscribing
eutomatic penatties in the avent of nonmpiianr.e with specific derdlines,

2,  The Commission finds and conaludes thet the ssttlement agresment provides a
foir end efficisnt resolution of the issues in this docket,

THEREFORE, THE COMMISSION ORDERS:

A.  The attached Setflemant Agreerent is approved end fucorpomied into this Order,

B.  Any party affscted by this Order may file with the Commission a petilion for
racansideration pursuant 1o K. 8.A, 77-525(). The petidon shall be filed within 15 days afier
service of this Order, 1ff service of this Order Is by mail, threa days are added to the deadline,
The petition shall be addressed (o the Commission and sent to 266 N, Main, Ste. 220, Wichiin,
Kangas 67202, Parsuant to K.8.A. 55-606 and K.8.A_ 77-529(g), reconsiderafion is prerequisite

~
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for judicie! review of this Order, Any party takmg en action pevmitted by this summary
procesding before (he deadline for & petition for reconsideration doea so at their own dsk of
further proceedings.

C.  The Commission retains jurisdiction over the subject matter and the parties for the

purpose of entering such furthar order or orders es it way deam nevessary,

BY THE COMMISSION IT 1S SO OBDERED.
Albrecht, Chair; Emler, Commissioner; Apple, Commissioaer

Dated: JAN 13 2015
‘ Neysa Thomas .
.Acting Secretary of the Commission

Mailed Date: ____/ Jhe
LRP

’OERT@JHE GRIGINAL

The gats Gwmw Ggrm.lbdm
JAA
13 215
2
Lo
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Thls Compliatice Agreement is beiween Endeavor Bnmgy Resolress, LP ("Opemr"}.
l?md-S!nlfof the Corporatlon Commisslon of the Siste of Kansas (“Ste{f"), The cffective date of
this Compliance Agreement shall b the dotz It i3 epproved by an Order of the Commision. If
the Commission does not approve this Agreement by a signed Order, this Agrecment shall not be
binding on either party,

A, Buckground

1. Opemtor has zocepied vesponsibifity for the wells scheduled In Parapraph 3 ('the
Subjest Wells™), all of which ste out of complfanee with K.AR. §3-3-111. Opemtor has
approsched Simff, soeking to memotielizz u compliance schedule, s& us to avold poteatiol
peareitics for non-complimee with K. AR, 82-3-1 11 while Operator works to cither p}ug or elum
to productiog the Sohjset Wells.

2.  Operator deguived the olf ind gas leases the subject wells ars Incated on In late
2011, Many of the Sulject Wells will likely need to be plugged. Staff Is tognlzant of the expense
tnd tme Jnvolved In plugging wells, Given the slzn, of Operator's holdings In Kansny
(spproximatcly 176 wells), the apparcat siz of Gpereior’s holdings outside of Kanses, and
Opeeutor’s cuent complimcs recard, SufF Js comfrisble with m extended compllance
schedule In this matter.

Page | of 4

-

/ -
e
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3. Thefollowlng schedule of 35 wells are the Subject Wells:
2. Andemon Woods #1 APl 15-194-19058
b. Anderson Woods 63 AP115-191-1905%
c. Anderson-Woods #4 APl 15-19)-11213
d Andenson-Woods #10 APL 15-191-22333
e. Atking#2 AP 15-191-21237
f Afidns i3 AP 15-191-2128]
£ AtkinaJor #1 APl 15-)91-21059
5. Chapmm #2 APl 15-19)-21250
1. Clapnua #3 AP 15-191-21333
J. Bmmesiead @) APl 15-191-1137}
t Homesiead #2 AP 15-191-11372
L Horicnil AP} 15-191-J0838
m. Horidn &2 AP] 15-191-10889
B Hortox &5 APl [5-191-11655
o. Heron #EH-1 APL 15-191-2229¢

~ p- Lawson#)-16 APl 15-191-22446

@ Lawson Dean #) AF1 15-19)-19063

r. Lawson Desn 9Bl APL 15-191-19062

s, Lawson Dean#B2 AP 15-331-19061

t. Lawson Dean #B3 AV 1S-191-11316

o Lesperance ¥l AP1 15-191.-20702

v, MeLaughlin4 APl 15419121258

w. MoLaughlin Virglnla F#6 AP115-191-2176)

x. Pelens #1-29 AP] 13-03523373

y. Peternd29-7 APt 15-035-19432

£, Reynellls #1 AP 15-035-23385

aa, Stamakerdd - AP1 15-191-22334

bb. StalmakenKuchier iz APL 1519547031

ct, Birgther-Sundance #8 API 15-191-22383

. dd. Swalm A #] APl 15-035-235678
' oo. Tauscher #2 APl 15-035-24180
i, Thomes #2 AP115-191-21380

ge. ThomasWillis T #1 AP] 1519121364

hh. Walia #1 APl 15-191-21310

. Worki#z AP 15-191-21402

4, Oﬁemiut; reparts that it Intendi o retomn 5 wells W prodistion, to plug 23 wells,
snd fo swab 7 wells and then declde whicther to plug them or retum thien to production. Operatar
reposts that it Intends 1o first retum 25 mny wells 1o production &5 possible, and then o phug the
mumalning wells,

Pape2 ol

pﬁ
June 30, 202
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3. By April 30, 2015, Operator shall bave cithor retursed 1 production or plugged &
tatal of 5 of the sublect wells. If Operdior fulls to meat this deadline, then Operdor shalk be

nssessed 3 35,000 penslty,
& By October 30, 2015, Opertor shall have sither returmed 1o produstion ar plugged

a 1o} of 12 of the sbject wells, If Operator fails to meet this deadling, then Opemtor shall be
assessed 2 35,000 penalty,

7 By April 30, 2016, Operator shall have either retumsd 1 produstion or plugged 2
total of 24 of e subjeot wells. 1f Operator fafls 1o meet thfs deadline, then Operotor shall be
Busrssed & 85,000 penalty. _ '

B, By October 3, 2016, Operztor shell have either retum to production or plugged
slt 35 of the subject wells, If Operatar fulls 1 et this deadline, then Operatar shall be pssessod

' 885,000 penally,

9, [Teany of the subject weils have not breen oither eetunted to producdon or plugged
by December 31, 2016, then Operator shal} be asscssed an edditions! $20,000 penaity, and Staff
I directed to plug the wells and psxeas the wxists lo Opegpior.

10, If Opcrator fiils to comply with Paragraph 5, 6, 7, or 8, or if penelties or costs ake
owed under Paragraph S, 6, 7, 8, or 9, then Staff shall suspend Opemtor's license untll
compliascs {5 obsined and the poaaltics or costs e pald. Operator agrees W waive s right 1o
sppeal eny future orders of the Commission reganding this matter, or any suspension of
Operztor's Reense imiplemented by Commibssion SinfT due 16 Operator’s fullure to camply witk
ihis Szttiemznt Agrecmant,

Poge 3 ol 4

W
Cze
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H.  While this Complisnce Agreement is in offect, Operator shall not be reguired to
file annual tempomry abandonment wpplications (or the Subject Wolls, Enoept o3 described
under the terms of this Compliance Agreement, StziTwill aol pursee Opersior for sy viplation
of K.AR. 82-3-11] nt the Subject Wells that ocourred, or oceurs, prior (o December 31, 2015,

| €. Conchigion
Both partics beficve thet this Setilement Agroement représents g falr and npproprinic
sesolution to the marers in this dockey, srd thmt the Setilement Agseoment secomplishes the
Comimission’s duty to enforce Kaneas lnws pertainiag (o the protection of vsable weters and the

preventiot; of pollution caused by ofl and ges narivitics,

ﬁk Settlement Agreement has been mw 1o by the bndersipned:
~ Commission Sta(T

o o PV

Prinied Nome: 228 J DV MYERS

Tiie: LETLCAT IOV (DUASEL

Date: Jo ;j J / 14

1

Page 4 of 4
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CERTIFICATE OF SERVICE

{ .
I cextify that on l/lﬂ.w{ , 1 vaused a complete and accurate copy
of this Order to be served vie United States mell, with the postaps prepaid and properly
addressed to the following:

Jonethan A.. Schiatker

Morris Laing Bvans Brock & Kennedy, Chid,
300 N. Mad, Suits 200

Wichita, Kenens 67202

Attomey for Bndeavor

Cher] Princs

Bndeavar Energy Rescurces, LP
110N, Marlenfeld, Sta. 200

Midland, Texes 79701

Jeff Klock, KCC Disiriet #2
And delivered by band to;

Jon Myers ’
KCC Conservation Division

Lance R. i'a]matr.er
Litigation Counse!
Kanses Corporation Commission
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ELECTRONICALLY FILED
2018 Jan 09 PM 1:16
CLERK OF THE SUMNER COUNTY DISTRICT COURT
CASE NUMBER: 2015-CV-000081

Court: Sumner County District Court

Case Number: 2015-CV-000081

Case Title: Endeavor Energy Resources Lp, et al. vs. Cyclone
Petroleum, Inc, et al,.
Type: Pretrial Order
SO ORDERED.

N ‘f'fif ””‘?N-x VN ) ’—\

/s/ Honorable R, Scott McQuinn, District Court
Judge

Electronically signed on 2018-01-09 13:16:21 page 1 of 40
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IN THE THIRTIETH JUDICIAL DISTRICT
DISTRICT COURT, SUMNER COUNTY, KANSAS
Division 3

ENDEAVOR ENERGY RESOURCES, L.P.,
BRADLEY BATES, JOE DRISKILL, &
NEWKUMET EXPLORATION, INC.,

Plaintiffs,

v, Casc No. 20153-CV-81
CYCLONE PETROLEUM, INC.,

HAVECO OIL & GAS PROPERTIES, LLC,
HBF LIMITED PARTNERSHIP,
CONCORDI RESOURCES CORPORATION,
ASHTON GAS GATHERING, LLC,
SUNDANCE OIL & GAS, LLC, &

JAMES M.C. HAVER,

Defendants.

)

PRETRIAL ORDER

On Scptember 20, 2017, a pretrial conference was held in the above-captioncd matter.
Plaintiffs Endeavor Energy Resources, L.P. (“Endeavor”), Bradley Bates, Joe Driskill, and
Newkumet Exploration, Inc. {"Newkumet”) (collectively, “Plaintiffs”), appeared by and through
their counsel of record Jonathan A. Schlatter of Morris, Laing, Evans, Brock & Kennedy Chtd.
Defendants Cyclone Petroleum, Inc. (“Cyclone™), Haveco Oil & Gas Properties, LLC, HBF
Limited Partnership, Concorde Resources Corporation, Ashton Gas Gathering, LLC
(collectively, “Entity Defendants”), and James M, C. Haver (“Haver™), appeared by and through
their counsel of record Andrew S. ITartman and Martin J. Peck. There were no other
appearances. Afler reviewing the record and hearing statements and arguments of counscl, the

Court finds as follows:
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1. Theories of Recovery and Contentions
PLAINTIFFS
A. Contractual Indemnification against Entity Defendants

Plaintiffs are entitled to contractual indemnity from Entity Defendants for the following
costs and cxpenses incurred by Plaintiffs: (a) defending the KCC cnforcement proceedings, and
plugging the Orphan Wells, and (b) defending the Glaves litigation. Plaintiffs are entitled to
recover their attorneys’ fees incurred in defending the KCC enforcement proceedings and the
Glaves litigation, as well as their attorneys’ fees incurred prosecuting this action.

Background

In the Fall of 2011, the partics cntered into a purchase and sale agreement (“PSA™} in
which the Entity Defendants—all of which are owned and controlled by Haver—sold all of their
working interests in a number of oil and gas leases located in Sumner and Cowley Counties,
Kansas (“Prospect”)!, to Plaintiffs. In the negotiations leading up to the sale, Dcfendants,
through Jim Haver, represented that Cyclone operated 46 producing wells and 5 salt watcr
disposal wells on the Prospect—a total of 51 wells. After closing, Cyclone ultimately transferred
responsibility for 87 wells to Endeavor, and 33 of those wells were nothing but liabilities that
should have been plugged years ago. They had absolutely no ecenomic value. The additional 33
wells are tcrmed “Orphan Wells” and were never disclosed to Plaintiffs prior to closing.
Plaintiffs did not want, and never bargained to assume this mass plugging liability.

The parties ncgotiated, and both parties agreed upon the following provision in the PSA:
“Sellers agree to indemnify, defend, and hold Buyer harmless for all complaints, charges,

enforcement proceedings or litigation attributable to operations prior to the Effective Date

! Entity Defendants also sold a gas gathering system, processing plant and compression station to Plaintiffs as part of
the sale.

Pre-filed Direct Testimony of James Haver EXHIBIT F June 30, 2025
on behalf of Cyclone Petroleum, Inc. Pg. 003 of 040



of the Agreement’.” This term was very important to the Plaintiffs. The Plaintiffs proposcd this
term, and repeatedly resisted defendant’s suggestions that would have limited this term.  The
transaction closed on October 7, 2011, when Plaintiffs paid approximately $5.4 Million to
Defendants for the Prospect.
KCC Enforcement Proceedings

In July of 2014, the Kansas Corporation Commission {"KCC”) initialed enforcement
proceedings against Plaintiffs relatcd to 30 wells located on the Prospect that were unplugged,
abandoned and out of compliance with Commission regulations. Subsequent enforcement
proccedings were initialed by the KCC in January of 2016, related te 3 additional wells on the
Prospect that were also unplugged, abandoned and out of compliance. Just prior to the July 2014
KCC enforcement proceedings, a landowner® complained to Plaintiffs about 2 other wells that
were unplugged abandoned and out of compliance with Commussion regulations. In total, 35
wells located on the Prospect were identified as unplugged, abandoned, and out of compliance
with KCC regulations. Prior to this time, Plaintiffs were not aware of the existence of thesc
Orphan Wells.  Plaintiffs thoroughly evaluated the mechanical intcgrity and production
capability of each of the 35 wells, and were ultimatcly able to return 2 wells to production. The
33 Orphan Wells, however, were not salvageable for any purpose and required plugging.
Plaintiffs incurred costs and expenses searching for and plugging the Orphan Wells in order to
bring thein into compliance with KCC regulations.

The enforcement proceedings related to the 33 Orphan Wells were not the resull of any
operations of Plaintiffs. Entity Defendants admit the Orphan Wells were oot of compliance with

KCC well plugging regulations as of the effective date of the PSA. Kansas statutes and KCC

2 Bmphasis added. The “Effective Date™ of the PSA is Scptember 1, 2011,
3 The landowner at issue is Glaves from the Glaves litigation discussed below,

3
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regulations obligated Entity Defendants to plug the 33 Orphan Wells prior the effective date of
the PSA. As such, the enforcement proccedings related to the 33 Orphan Wells and the
associated plugging costs are “attributable to operations prior to” September 1, 2011, Under the
PSA, Entity Defendants are required to indemnuify, defend, and hold Plaintiffs harmless from the
costs and expenscs of the KCC enforcement proceedings and the resulting well plugging
liability. Enfity Defendants have brea—ched this provision of the PSA by failing to defend and by
refusing to pay indemnity to Plaintiffs,
Glaves Litigation

In October of 2014, a mineral interest owner, the S. J. Glaves Revocable Trust
{"Glaves™), sued Plaintiffs to terminate two Prospect leases. Glaves claimed that from 1996
through 2000 no production was sold from the leases and, as a result, the two leases expired
during that time. Plaintiffs ultimately succceded in defending the Glaves litigation.

The Glaves litigation is clearly attributable to operations prior to September 1, 2011,
because Entity Defendants operated the leases at all times during the 1996-2000 time period at
issue. The PSA obligates Entity Defendants to indemnify Plaintifls for their costs and expenses
incurred in defending the Glaves litigation,

Orphan Wells

The Orphan Wells are tabulated below, along with the date the operation to plug each
Orphan Well was completed and the total cost of the plugging procedure. As noted above, Entity
Defendants salvaged two wells that were unplugged, abandoned and out of compliance with
KCC regulations.*

“Orphan Wells”” Plugged and Abandoned by Plaintiffs

* The Peters 29-7 (AP1 15-03519432-0001) was salvaged as a saltwater disposal wells, and the Stalnaker #4 (API
15-191-22334-0000) was salvaged as a gas well.
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Lease_Name Well # API_No Plugging Cost| P&A Date
1 |Anderson-Woaod 1 1519118058 $ 1545050 9/16/2015
2 |Anderson-Wood 3 [1519118058 $ 1121199 | 9/15/2015
3 |Anderson-Wood 4 11519111213 $ 088172 | 9/15/2015
4 |Anderson-Wood 8 (1519119060 $ 441.98 | 1/28/2016
5 _1Anderson-Wood 10 11519122333 3 744762 | 9/15/2015
G |Atkins 1 11519121069 3 766417 | 8/18/2016
7 |Atkins 2 1519121237 $ 1101322 | 8/18/2016
8 |Atkins 3 1518121281 $ 7.887.80 4/6/2016
9 |Berny 1 115035191260002 [$ 1583240 | 7/28/2016
10 |Chapman 2 11518121250 3 8.007.34 41672016
11 |Chapman 3 1519121333 $ 1159298 4/6/2016
12 [Haslouer-lesperance 1A [1519120684 $ 8071.42 | 5/20/2014
13 |Haslouer-Lesperance | 2A 1519120703 § 2307350 | 7292014
14 |Homestead 1 11519111371 $ 1221017 | 9/18/2015
15 |Homestead 2 [1519111372 $ 1256636 | 9/18/2015
16 |Homestead 4 11519119056 Does Not Exist | 11/18/2015
17 |Lawson 1-16 [1519122446 $ 874340 | 8/18/2016
18 |Lawson Dean 1 11519112063 $ 10251.86 4/7/2016
19 |Lawson Dean'B' 1 [1519119082 $ 23164 | 1/28/2016
20 [Lawson Dean 'B' 2 [15191190861 b 231.64 | 1/28/2016
21 [Lawson Dean 'B' 3 11519111316 $ 1552711 47712016
22 |Lesperance 1 1518120702 $ 8,91592 | 7/28/2016
23 {Mclaughiin 4 1519121258 § 2241370 4712016
24 [McLaughlin 6 1519121761 ) 9,609.56 41612016
25 |Peters 1-29 [15035233730001 | & 8,701.74 | 1/29/2015
26 |Reynalds 1 |1503523385 $ 7.895.85 | 7/28/2016
27 | Stalnaker-Kuchier 2 1513147031 $ 2440962 | 9/17/2015
28 | Strother-Sundance § 1519122383 $ 11961401 916/2015
29 [Swaim A’ 1 1503523678 $ 1265761 9/7/2016
30 [ Tauscher 2 11503524180 $ 14357111 1/30/2015
31 [Thomas 1 11519121364 $ 1723385} 1/29/2015
32 [ Thomas 2 1519121380 $ 1071586 | 1/29/2015
33 {Wark 2 1519121402 ) £,825.11 4712016

$ 34903616

B. Unjust Enrichment against Entity Defendants

Plaintiffs assert that there are rcasons beyond the contract provisions of the PSA that

entitle them to recover the Orphan Well plugging expenses and associated attorneys’ fees from

Entity Defendants. Becausc the costs associated with plugging the wells were an obligation of
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Entity Defendants under Kansas statutes and regulations, Entity Dcfendants were unjustly
enviched when Plainti(ls shouldercd that burden without payment of consideration from Entity
Defendants. Under the equitable theory of unjust enrichment, Plaintiffs are entitled to recover
these costs and expenses from Entity Defendants. At equity, those costs and expenses should
include attorneys’ fees incurred in defending the KCC enforcement proceedings and the Glaves
litigation.
C. Fraud against Haver

Plaintiffs have also asserted that Defendants perpetrated a fraud en them when they
misrepresented the number of wells that were on the Prospect and inconspicuously transferred
responsibility to plug the Orphan Wells to Plaintiffs after the purchase transaction closed. By
falsely representing that therc were some 51 wells on the Prospcet and that only a few were
“temporarily abandoned,” Defendants were commitfing fraud. It is clear that Defendants knew
that there were many more abandoned wells on the Prospeet, that none of the wells had been
granted temporary abandonment status by the KCC, that plugging the Orphan Wells would be
costly, and if Defendants disclosed the truth the sale price for the Prospect would have been
substantially less. Defendants knew that the Orphan Wells would not be found from a visit fo the
Prospect, and when Defendant Haver took Plaintiffs’ representative for a tour of the properties,
he did not point out any of the abandoned wells. Delendant Haver did his best to conceal from
Plaintiffs the existence of the Orphan Wells, repeatedly producing lists that did not show the
wells or that misrepresented the status of the wells, and by refusing to produce documents that
did show the Orphan Wells prior to closing. Haver also concealed many of the Orphan Wells
from the KCC or misrepresented their status to the KCC so as to confuse the public well

databases. The incidents of fraud go on and on and are summarized below,
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Plamtiffs believed they wcre purchasing what Decfendants said they were selling,
Plaintiffs conducted rcasonable diligence under the circumstances and their reliance on
Defendants to tell the truth was reasonable. Newkumet reviewed months of revenue statements
to confirm the daily oil and gas production from the Prospect was accuratcly represented by
Haver. Newkumet hired Mitch McFarland, a landman, to confirm Entity Defendants owned
record ftitle to the leasehold interests being sold. Mr. McFarland identified several title 1ssues
which were cither resolved or resulted in an adjustment to the Prospect purchase price,
Newkumet hired Greg Rasmussen, a petrolcum enginecr, to inspect the Prospect leases, evaluate
the leasehold equipment and production, and to search for potential environmental issues and
liabilitics, such as unplugged and abandoncd wells. Haver led Mr. Rasmussen on his inspection
of the Prospect leases, never once making mention of or identifying any of the Orphan Wells he
kncw were scattered across the approximatc 5100 acres of leased lands.

Newkumet asked Mitch McFarland to review available public well databases to further
evaluate the leases. Mitch Mclarland advised that the public databases were of little use, likely
hecause the lands comprising the Prospect had been developed over generations, with many
wells previously drilled and abandoned and virtually all production numbers aggregated on a
lease basis rather than well-by-well basis. Furthcr compromising the reliability of the public
databases. was the fact that Dcfendants misted the KCC as to the wells Cyclone operated,
Dcfendants deliberately omitted Orphan Wells from its annual well inventory report, and
misrepresented the status of the Orphan Wells it did disclosc.

As a result of Defendants’ conduct, Plaintiffs were harmed. Because Defendants knew
what they were doing, and intcnded to foist onte Plaintiffs their own liability for plugging the

wells, Plaintiffs seck actual and punitive damages from Haver for his fraud.
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Incidents of Fraud

1. Plaintiffs were unaware, and at no time relevant to the purchase of the Prospect did Haver
inform them that the Orphan Wells on the Prospect were unplugged, abandoned and out of
compliance with KCC regulations, and otherwise of no economic value to Plaintiffs.

2. Haver knew of the existence of Orphan Wells he concealed from Plaintiffs and that the
Orphan Wells were out of compliance with KCC well plugging regulations prior to the
effective date of the PSA.

3. Haver admits no consideration was paid for Plaintiffs’ agsuming the massive Orphan Well
plugging lability, obviously because the existence and status of the Orphan Wells was never
discloscd.

4. Haver provided information he knew to be false and misleading beginning from his initial
contact with Newkumet. In an August 10, 2011 email to Newkumet he furnished a sale
leaser stating the Prospect included “46 - PRODUCING WELLS - 15 Gas - 31 Oul” and “3
Salt Water Disposal Wells”. The email in which Haver provided this teaser to Plaintiffs
indicated the sale teaser was “an updated summary, more to follow”.

5. Immediately following that email (i.e., the “more to follow™), Haver sent another email to
Newkumet with an attached spreadshect. The sprcadshect contained a worksheet titled
“WELL DATA? that represented the following:

Sumner and Cowley, County, Kansas wells: Producing 37 =o0il 19 + gas 18; T&A 5;
SWD 2; Total Wells 44,

The sprcadsheet contained another worksheet titled “BOPD” that represented there were 48
producing wells, 46 “equipped”, and that there were 31 oil wells, 15 gas wells, 5 SWD wells
on the Prospect—a total of 51 wells.

The WELL DATA and BOPD workshects contained false information concerning the
production status of the wells or altogether omitted wells. T&A is an acronym for
temporarily abandoncd, a permission granted by the KCC for wells temporarily out of
production. None of the wells identified as T&A had been granted such status by the KCC
and all appear to have been permanently abandoned.

6. During telephone conversations, Newkumet asked Haver if there werc any wells on the
Prospect that nceded to be plugged. Haver told Newkumet the lists were completc and that
there were not any plugging issues on the Prospect leases.

7. Between August 18 and August 21, 2011, Haver, Haver’s attomey Andrew Hartman, and
Newkurnet exchanged emails regarding the proposed terms of the PSA. Hartman transmitted
the initial draft of the PSA. From the initial draft, Haver and Hartman sought to expressly
have the PSA cover the Orphan Well abandoned well liability that Haver did not disclosc—a
provision Haver maintains applies today notwithstanding there is no evidence of his
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disclosure of this liability or of any bargain to assumc such massive plugging liability.
Newkumet did not want to assume any undisclosed liability, and insisted upon an indennity
provision that required Entity Defendants to remain obligated for all liabilities attributable to
operations prior to the September 1, 2011 effective date of the PSA. Haver and his attorney
Andrew Hartman repeatedly tried to modify the language Newkumet insisted upon so as fo
ensure it did not cover the undisclosed Orphan Well plugging liability. Newkumet ultimately
obtained the indemnity provision he sought.

8. Throughout the course of the transaction Newkumet rcpeatedly requested a complete list of
wells on the Prospect. Haver did not supply Newkumet with a complete list, but instead with
mltiple versions of partial lists that omitted nearly half of the wells Haver knew were on the
Prospect and that further misrepresented the status of the Orphan Wells.

9. Newkumet retaincd Greg Rasmussen, a petroleum engineer, to physically inspect the
Prospect leases and wells. Jim Haver guided Mr, Rasmussen on a tour of the leases. Haver
intentionally did not show Mr. Rasinussen 32 of the 33 Orphan Wells and fraudulently
causcd the other Orphan Well to be transferred to Plaintiffs nearly a year after closing. At
one point in time Haver identified two wells that were equippcd and pumping oil as the
McLaughlin #4 and McLaughlin #6. It is not possible that the wells Haver represented to
Mr. Rasmusscn were in fact the McLaughlin #4 and McLaughlin #6 because those wells
wete unequipped and incapable of producing oil or gas at closing.

10. The Orphan Wells werc not readily apparent from a visit to the approximately 5100 acres of
land comprising the Prospect. The Orphan Wells were located in pastures, fields, and
cropland, sometimes with only a fence stake marking the location of the wells, other times
with no monumcnt at all. Most of the Orphan Wells were left open hole or only had short
pieces of broken pipe, valves or swedges sticking from the ground. Many had to be searched
for. A backhoe was eventually required in somc of the scarching and 4 of the Orphan Weclls
were never found.

I1. Defendants employed an unusual lcase naming and well numbering scheme to further
confuse the location and identity of the Orphan Wells. The Collinson, Stalnaker, Barton,
Strother and Swaim leases werc sometimes called the Sundance. The Anderson-Wood,
Lawson, Dean, and Homestead lease names were seemingly uscd interchangeably. The
Stalnaker lease was sometimes called the Kuchler; the Berry lease sometimes called the
Somers; the Peters lease somctimes called the Bruce, and the Metzinger lease sometimes
callcd McCorgary. The well numbcring system employed by Defendants was later
detenmined to be inconsistent with KCC records or Dcfendants’ own internal records, None
of the lists furnished by Defendants to Plaintiffs prior to closing contained API numbers, so
there was no way to reconcile the foregoing inconsistcncics with the actual wells on the
Prospect. All of this led to confusion regarding which wells Plaintiffs purchased and became
responsible for, which wells were producing and which were unplugged and abandoned.

12. Defendants also misinformed the KCC about the Orphan Wells. Orphan Wells were omitted
from Cyclone’s well inventory report or characterized as producing when they in fact were
not. Defendants did this so as to evade their obligation to timely plug and abandon the
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Orphan Wells. By omitting wells from Cyclone’s inventory report or misreprescnting their
production status, Defendants caused the public well databases to be inaccurate and
unreliable.

13. Defendants filed plugging applications for some of the Orphan Wells, further evidencing
Haver knew they were of no economic use and nothing more than a liability.

14. Despite repeated requests by Newkument and despite a provision requiring that the T-1
notice of transfer of operator forms be delivered at closing, Haver refused to provide the T-1
notices until after closing. As explained in detail below, the T-1 notices prepared by Haver
contained all of the Orphan Welis that were not previously disclosed to Plaintiffs.

15. Haver unquestionably knew of the existence and status of the Orphan Wells prior to closing.
Although he never represcnted to Newkumet that there were more than 51 wells on the
Prospect, Haver listed 83 wells on the initial T-1 notices he prepared in advance of closing.
The T-1 notices were the only documents that listed all of the wells on the Prospeet and all of
the Orphan Weclls, and they were deliberately withheld from Plaintiffs until after closing.
Haver delivered the completed T-1 notices to his attorney Andrew Hartman prior fo closing.
Andrew Iartman refused to produce copies of the T-1’s to Newkumet until after “receipt of
wired funds in the amount of $5,445,614.55” to close the transaction. The transaction closed
remotely on October 7, 2011. Sometime thereafter, Andrew Hartman mailed the T-1 notices
to Newkumet.

16. The T-1 notices lalsely represented the status of nearly all of the Orphan Wells, listing many
as producing or temporarily abandoned, when in fact none were producing or granted
temporary ahandonment status by the KCC. In somc instances the status of thc Orphan
Wells was omitted from T-1 noticc. API numbers were also omitted, and the location of the
Orphan Wells was often not accurate.

17. Haver’s fraud concerning the T-1 notices continucd through at least August 20, 2012.
Without the knowledge, consent or agreement of Plaintiffs, Haver and the IKansas
Corporation Commission substantially medified the T-1 notices aflter Endcavor had
countersigned and [filed them with the Commission. In all, Haver saw that 4 wells werc
added to the T-1 notices, and the status, location and/or APl number of 23 of the Orphan
Wells were changed. In fact, 4 of the Orphan Wells listed on the T-1 notices werc ultimately
detcrmined not to exist after time and resources (including the use of a backhoe} werc spent
attempting to locate them. Plaintiffs were unaware of these behind the scenes and
unauthorized changes to the T-1 notices until it was discovered during the course of this
litigation.

18. Defendants’ claim they provided maps disclosing the existence and status of the Orphan
Wells. The maps fumished are worthless for communicating the well information sought,
were not created for that purpose, and were not provided for that purpose. The maps are not
dated, appeared to be outdated, identified only a few of the leascs and wells included in the
Prospect, and identified wells and lcascs off the Prospect. None of the Orphan Wells were
identificd as unplugged, abandoned and out of compliance with KCC regulations on the

10
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maps. Although the maps were allegedly based on lists, those lists were not provided to
Plaintiffs. It is utterly disingenuous to claim the maps fumished by Defcndants constitute a
modicum of disclosure of the well plugging liability associated with the Orphan Wells.

19. Haver apparently possessed a complete list of the wells on the Prospect, which he used in
preparing the T-1 forms, and which he furnished to Entity Defendants’ expert Martin Black.
He never furnished this list to Plaintiffs. It seems the lists he fumished to Newkumet prior to
closing werc altered to conceal and misrepresent the status of the Orphan Wells. Entity
Detendants’ Martin Black agrees the number of wells being purchascd is “absolutely”
important to know when purchasing oil and gas properties.

20. Haver contfinued to mislcad Plaintiffs regarding the number and status of the wells on the
Prospect after closing. On October 17, 2011 he emailed a “cheat sheet” purporting to be a
list of the wells on the Prospect. The “cheat sheet” listed 44 wells, 42 producing and 2
temporarily abandoned. The “cheat sheet” likewise contained false information concerning
thc production status of the wells and their equipment. Once again, no reference was made to
the 33 Orphan Wells on the Prospcct and none of the wells had been granted tcmporary
abandonment status by the KCC.

21. Additional records concerning the wells on the Prospect were requested from Haver after
closing, but Haver did not respond to those emails.

22, Haver’s misrepresentations and omissions were intentional. He deliberately and knowing
failed to disclose the existence of the Orphan Wells on the Prospeet, because he knew that
they represented an enormous liability to anyone purchasing the prospect and that disclosing
the existence of the orphan wells would substantially reduce the purchase price for the
Prospect.

23. Plaintiffs relied on Defendants to correctly state the number of wells located on the Prospect,
relied upon Haver’s representations as to the number and status of the wells, and relied on
Haver to disclose the significant well-plugging liability he knew to cxist on the Prospeet at
the time of sale. Further, Plaintiffs were entitlcd to assume Defendants operated the wells on
the Prospect in compliance with Kansas law.

24, Defendants were obligated to disclose the status of the wells, as well plugging is significant
in negotiating any transaction, establishing the consideration to be paid, and it is expected to
be discloscd in good faith.

D. Punitive Damages against Haver
Plaintiffs are entitled to recover punitive damages from Defendant Haver because his

actions towards Plaintiffs were willfully wrong, and exhibited wantonly fraudulent and malicious

conduct towards Plaintiffs.
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E. Itemized Damages
Actual Damages of §611,667.19 (as detailed below), plus attorneys’ fees and costs
mcurred after August 31, 2017, plus prejudgment and post-judgment interest, and punitive

damages awarded.

Costs to search for and plug the Orphan Wells...........coooveiiininne $349,036.16
Attorneys’ Fees and Costs thru 8/31/17:

KCC Enforcement Proceedings......ccocveeovieiinninnn, $16,101.10

Glaves [Hgation ..., $48,145.53

InStant ACHOM .. ivv e £198,384.40

Subtotal Attorncys” Fees and CostS.....oviiniiininiveiee e $262,631.03
Total Actual Damages. ..ot e s $611,667.19

F. Defendants’ Counterclaim
As to Defendants’ counterclaim, Plaintiffs contcnd that the parties’ contract makes
Defendants liable for everything “attributable to operations prior to the Effective Date.” The
Orphan Well plugging liability at issue in this action is attributaEle to operations prior to the
effective date of that agreement, and thus is the responsibility of Defendants, not anyone else.
DEFENDANTS’ CONTENTIONS.

A. Plaintiffs’ Claims against Entity Defendants Cannot Be Supported in Contract Law,
in Tort Law or in Equity

Plaintiffs are not entitled to indemnity from Entity Defendants for costs and expenses
incurred by Plaintifts in: {a) defending the KCC enforcement proceedings, and plugging the
Orphan Wells, and {b) defending the Glaves litigation. Plaintiffs are not entitled to recover their
attorneys’ fees incurred in defending the KCC enforcement proceedings or the Glaves litigation,
nor are they entitled to their attorneys’ fees Incurted prosecuting this action.

Background
Defendants agree that in the Fall of 2011, the parties entered into a purchase and sale

agreement (“PSA™) in which the Entity Defendants—all of which arc owned and controlled by
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Haver—sold their working interests (cxclusive of certain overriding royalty intcrests) in a
number of oil and gas lcases and certain equipment and certain gathering systcms located in
Sumner and Cowley Countics, Kansas (“Prospect”), to Plaintiff Newkumet. In the negotiations
leading up to the sale, Defendants, through Jin Haver, made certain representations to Plaintiff
Newkumet, but made no representatiens to any of the other Plaintiffs, Haver represented that
Cyclone operated preducing wells and salt water disposal wells on the Prospect—but at no time
was Haver asked o specify the total number of wellbores on the Prospect, nor was he asked to
identify wells that needed to be plugged. In fact, Haver will testify that he and Wayne
Newkumet discussed the fact that there were “cased holes™ out on the Prospect which could be
evaluated for workover potential and or re-completion, Those cased holes were seen as “value”
by the Entity Defendants because they allow for exploration and development with new
rccomplction techniques without having to permit and drill a new well, Prior to Closing,
Newkumet engaged the services of a petroleum engineer (Greg Rasmussen), a geologist (Jim
Newkumet), and others to inspect the Prospect and conduct due diligence in the field and in the
log library. Plaintiff Newkumet never disclosed that he was an agent of Plaintifl Endeavor {or
anyone clse). Haver and the Entity Defendants knew that Jim Newkumet was a geologist, that
there was a field inspection being completed by Rasmussen {alongside pumpers used by
Defendants}) and that those individuals had available to them as resoutces (a) publicly available
data and information concerning the Prospect which would give them a complete profile of the
Prospcet, and (b) commercial data services concerning the Prospect which would give them a
complete profile of the Prospect, and {(c) had access to data and information conceming the
Prospect in the Oklahoma City log library concerning the Prospect which would give them a

complete profile of the Prospect, and (d) had access through the Kansas Corporation
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Commission to data and information concerning the Prospect which would give them a complete
profile of the Prospect, and (e} had access through the Kansas Geological Survey to production
data and information concerning the Prospect which would give them a complete profile of the
Prospect, and (I) a base map and other maps provided by Haver. As a consequence of all of the
resources available to Plaintiff Newkumet, Newkumet was willing to accept Haver’s broad
overview of the Prospect. Newkumet made no inquiry of Haver regarding the specific location
ol all of the wellbores on the Prospect, largely because of the map of wells and leases provided
by Haver to Plaintiff’s representative. In addition, Newkumet accepted the following language
which 1s part of the final Purchasc and Sale Agreement (“Agreement”):

“No material representation, warranty, covenant, agreement, promise,

inducement or statemcnt, whether oral or written, has been made by

Scllers or Buyers and relied upon by other that is not set forth in this

Agreement...”
Agreement at page 4. Importantly, there 1s no representation of the number of wellbores in the
Agreement. The Agreement goces on to provide:

“...Sellers and/or Buyets shall not be bound by or liable for any alleged

representation, warranty, covenant, agreement, promise, inducement, or

statement not sct forth in this Agreement.”
Agreement at page 4. Then on page 3 of the Agreement, it clearly says:

“Buyer is entitled to all production and is responsible for all expenses and

liabilities {including plugging costs and liabilities associated with the

wells on the Leases described in Exhihit “A”) with tespect to the

properties from and after Effective Date.”
(emphasis added). These provisions resolve all of Plaintiffs claims (including fraud, unjust
enrichment, and contract), in Defendants’ favor. Plaintiffs” unjust enrichment claim is precluded

by the express contractual provisions.

At Closing (not after Closing), Cyclone transferred responsibility lor 84 wells to
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Endeavor. Endeavor accepted opcrations, responsibility, and liability with respect to those wells
by its signature on those Change of Operator Forms (T-1s). The parties negotiated, and both
parties agreed upon the [ollowing provision in the PSA:

“Sellers agree to indemnify, defend, and hold Buyer harmless for

all complaints, charges, enforcement proceedings or litigation

attributable to operations prior to the Effective Date of this

Agreement. Buyer agrees to indemnify, defend, and hold Sellers

harmless for all complaints, charges, enforcement proceedings or

litigation attributable to operations after to the Effcctive Date of

this Agreement *.”

Importantly for purposes of the contract claims, the term “Sellers” does not include Fim
Haver, individually. Importantly for purposes of the contract claims, the term “Buyer” is only
Newkumet Exploration, [nc. The Agreement was signed on August 21, 2011, Approximately
forty-five (45) days later, the transaction closed {on October 7, 2011).
KCC Enforcement Proceedings
Endeavor Energy Resources, L.P. had complete dominion and control of operations on

the Prospect for almost three {3) years. Then, Plaintiffs allege that in July of 2014, the Kansas
Corporation Comimission (“KCC”} initiated enforcement proceedings against Plaintiffs related
to 30 wells located on the Prospect that were unplugged, abandoned and out of compliance with
Commission regulations. In fact, the proceedings werc only against Endeavor Energy
Resources, L.P. Plaintiffs allege that subsequent enforcement proceedings were initiated by the
KCC in January of 2016, related to 3 additional wells on the Prospect that werc also unplugged,
abandoned and out of compliance. Plaintiffs allege that in total, 35 wells located on the Prospect
were identified as unplugged, abandoned, and out of comphance with KCC regulations.

Unbelievably, Plaintiffs allege that there never knew that those 35 wellbores existed.

Specifically, Plaintiffs have represented to this Court that: “Prior to this time, Plaintiffs were not

* Emphasis added. The “Effective Date” of the PSA is September 1, 2011,
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aware of the existence of thesc Orphan Wells.” They make this unbelicvable representation to
the Court in spite of the fact that they had available to them as resources:

(a) publicly available data and information concerning the Prospect which would give
themn a complete profile of the Prospect; and

(b} commercial data services concerning the Prospect which would give them a complete
profile of the Prospect; and

(c) access to data and information concerning the Prospect in the Oklahoma City log
library concerning the Prospect which would give them a comnplete profile of the Prospect; and

(d} access through the Kansas Corporation Commission to data and information
concerning the Prospect which would give them a complete profile of the Prospect; and

(e} access through the Kansas Geological Survey to data and information concerning the
Prospect which would pive them a complete profile of the Prospect; and

(f) engaged the services of a geologist by the name of Jim Newkumet to go to the log
library and review maps of the Prospect; and

{g) engaged the services ol Greg Rasmussen, a petroleum engineer to conduct a field visit
with the pumpcrs on the Prospect to evaluate it; and

{h) were provided a detailed map that identified all acreage and wellbores on the
Prospect, and Plaintiffs were therelore provided 45 days to do whatever due diligence they
wanted to; and

(1} Endeavor signed Change of Operator Forms on 84 wells in November of 2011 and
Endeavor submitted those forms to the Kansas Corporation Commission; and

(7) an email from Wayne Newkumet to Jim Haver dated Wednesday September 21, 2011

that contained attachments that specifically named seventeen (17} of thosc allegedly “Orphan
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Wells'™; and

(k} a report from Greg Rasmussen {the pctroleum engineer hired by Newkumet) that
identificd two (2} of the “Orphan Wells”; and

{l) received twenty (20) well files for the “Orphan Wells” from Haver at Closing which
included well files clearly marked; and

{m) had enough information in the files and reports for a map to be created for
Endeavor’s benefit in or around November of 2011 that located twenty-six (26) of the alleged
“Orphan Wells”; and

(n)} had enough information in the files and reports for a Revenue Deck to be created by
Endeavor around January 16 of 2012 for twelve (12) of the alleged “Orphan Wells”; and

(0) had enough information in the files and reports for a Revenue Deck to be created by
Endeavor around February 10 of 2012 for eighteen (18) of the alleged **Orphan Wells™; and

{(p) had enough information in the files and reports for a Revenue Deck to be created by
Endeavor around January 13-17 of 2012 for three (3) of the alleged “Orphan Wells”; and

{(q) had enough information in their own well files (raintained by Endcavor) showing
work done on “Orphan Wells” by Endeavor in 2011 and 2012 for thirteen {13} of the alleged
“Orphan Wells”; and

(r} immediately hired and had full access immediatcly after Closing to the same pumpers
that the Entity Defendants had uscd for years (Pedro and Ronnie); and

(s) had other information that will be presented at the time of trial through Defendants’
cxhibits and the testimony of witnesses at trial,

The Statute of Limitations has clearly run on all fraud clairns and unjust cnrichment

claims and quasi contract claims. Plaintiffs had actual knowledge ot all or nearly all of the open
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wellbores before or shortly after closing. Plaintiffs’ actual knowledge triggered a duty to
investigate, which would have disclosed the existence of the remaining wells no later than early
2012. Plamtiffs had actual knowledge of all or almost all of the open wellbores at closing or
shortly thereafter. Plaintiffs are also charged with having knowledge of the public records
regarding the open wellbores. Further, with respect to fraud, Plaintiffs have not allcged an
inability to have discovered the alleged fraud through reasonable diligence.

Plaintiffs allege that they incurred costs and expenses searching for and plugging the
Orphan Wells in order to bring them into compliance with KCC regulations. Their own expert
testified that the cost of plugging a well in that area is approximately $2,500.00 per well.  If the
ultimate finder of fact finds that there are ten (10) Omphan Wells, that would be Twenty-Five
Thousand Dollars (§25,000.00). Hardly a “massive plugging liability”. Nevertheless, Plaintiffs
claim damages of hundreds of thousands of dollars. Plaintiffs have failcd to prescnt admissible
evidence of their damages. They have only offered inadmissiblc summaries.

The enforcement proceedings were brought after the Effeclive Date, Newkumet was
required to plug all of the wells on all lcases on the Prospect, and that obligation was imposed
upon Newkumet from and after the effective date. Endeavor signed the Forms T-1, became the
operator of all 84 wells, and assumed the primary liability with the KCC to plug any wells
necessary to comply with regulations. Endcavor had operations for almost three (3) years.
Endcavor, Bates and Driscoll may have a claim, but it is against Newkumet Exploration, Inc., not
the Entity Defendants or Jim Haver. Newkumet and Endeavor failed te act for almost threc (3)
years, and now Newkumet Exploration, Inc. seeks to rewrite the contract and avoid their
respective plugging liabilities. Under the PSA, Newkumet is required to indemnify, defend, and

hold the Entity Defendants harmless from the costs and expenses of the KCC enforcement
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proceedings and the resulting well plugging liability.
Glaves Litigation

Plaintiffs allcge that in October of 2014, a mineral interest owncr, the 8. J. Glaves
Revocable Trust (“Glaves”), sued Plaintiffs to terminate two Prospect leases. Glaves claimed that
from 1996 through 2000 no production was sold from the leases and, as a result, the two leases
expired during that time. Plaintiffs ultimately succeeded in defending the Glaves litigation. The
Petition in the case makes no allegation of a cessation of production aftributable to operations.
The Journal Entry of Final Judgment makes no mention of a cessation of production attributable
to operations. The Plaintiffs have offcred no admissible evidence of damages. The Plaintiffs
nevet tendered the defense of the case to the Entity Defendants, There is no basis for a claim
with respect to the Glaves aetion against Jim Haver.

B. Unjust Enrichment against Entity Defendants

Plaintiffs assert that there are reasons beyond the contract provisions of the PSA that
entitle them to recover the Orphan Well plugging expenses and associated attorneys’ fees from
Entity Defendants. Plaintiffs allege that because the costs associated with plugging the wells
were allegedly an obligation of Entity Defendants under Kansas statutes and rcgulations, Entity
Delendants were unjustly enriched when Plaintiffs shouldered that burden withoutl payment of
consideration from Entity Defendants. Here there is a written contract, The contract provides
that Buyer shall pay the costs of plugging all of the wells on the Prospeet. No “unjust
enrichment” theory can reversc or undermine an express contractual obligation. The statute of
limitations has run on those claims. The contract specifieally provides:

*...Sellers and/or Buyers shall not be bound by or liable for any alleged

representation, warranty, covenant, agreement, promise, inducement, or
statcment not set forth in this Agreement.”
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Agreement at page 4. The unjust enrichment claim cannot survive. The statute of limitations has
run on that claim.
C. Fraud against Haver
Plaintiffs have also asserted that Defendants perpetrated a fraud on them. Specifically,
Plaintifts allcge:
Alleged Incidents of Fraud

1. Plantiffs were unaware, and at no time rclevant to the purchase of the Prospect did Haver
inform them that the Orphan Wells on the Prospect were unplugged, abandened and out of
compliance with KCC regulations, and otherwise of no economic value to Plaintiffs.

Defendants’ Responsc: Haver discussced the cased non-productive holes generally,
but he was never asked to identify them all. The Plaintiffs had unlimited resources and
means to find those cased non-productive holes as evidenced by (a) thru (s), above.
Plaintiff Newkumet spccifically discussed usc of those holes with Jim Haver. The
Plaintiffs kncw of virtually all of the cased holes as recited in (a) thru (s) above. The
statute of limitations has run on any fraud claim. Plaintiff Newkumet expressly assumed
the obligation fo plug the cased holes in the Agreement. Plaintiff Endeavor expressly
assumed the obligation to plug the cased holes by accepting operations of all wells on the
Prospect by signing the forms T-1.

2. Haver knew of the cxistence of Orphan Wells he concealed from Plaintiffs and that the
Orphan Wells were out of compliance with KCC well plugging regulations prior to the
effective date of the PSA.

Defendants’ Response: Haver concealed nothing. The Agreement specifically
states that Buyer is not relying on any representation of Selfers, other than as specifically
stated in the Agreement.

3. Uaver admits no consideration was paid for Plaintiffs” assuming the massive Orphan Well
plugging liability, obviously because the existence and status of the Orphan Wells was never
disclosed.

Defendants’ Response: Haver concealed nothing. This is not a new or independent

“Incident of Fraud”. It is simply a restatement of #1 and #2.

4. Haver provided information he knew to be false and misleading beginning from his initial
contact with Newkumet. In an August 10, 2011 email to Newkumet he furnished a sale
teaser stating the Prospect included “46 - PRODUCING WELLS - 15 Gas - 31 Oil” and “5
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Salt Water Disposal Wells”. The email in which Haver provided this teaser to Plaintiffs
indicated the sale teascr was “an updated summary, more to follow™.

Defendants’ Response: There were 46 Producing Wells. That statement is truc.
Haver concealed nothing. This is not a new or independent “Incident of Fraud”. Tt is
simply a restatement ot #1 and #2.

5. Immediately following that email (i.c., the “morc to follow”), Haver sent another email to
Newkumct with an attached spreadsheet. The spreadsheet contained a worksheet ftitled
“WLELL DATA” that represented the following:

Sumner and Cowley, County, Kansas wells: Producing 37 =01l 19 + gas 18; T&A 3;
SWD 2; Total Wells 44,

The spreadsheet contained another worksheet titled “BOPD” that represented therc were 48
producing wells, 46 “equipped”, and that there were 31 oil wells, 15 gas wells, 5 SWD wells
on the Prospect—a total of 51 wells.

The WELL DATA and BOPD worksheets containcd false information conceming the
production status of the wells or altogether omitted wells. T&A is an acronym for
temporarily abandoned, a permission granted by the KCC for wells temporarily out of
production, None of the wclls identified as T&A had been granted such status by the KCC
and all appear to have been permanently abandoned.

Defendants’ Response: There were 46 Producing Wells.  The spreadshect
identified many of the other wellbores that were not producing. See September 21, 2011
email and attachment. Haver concealed nothing. This is not a new or independent
“Incident of Fraud”. It is simply a restatement of #1 and #2.

6. During tclephone conversations, Newkumet asked Haver if there were any wells on the
Prospect that needed to be plugged. Haver told Newkumet the lists were complete and that
there were not any plugging issues on the Prospect leases.

Defendants’ Response: Denied. Haver concealed nothing. In fact, Jim Haver will
testify that he described to Waync Newkumet the fact that the development of the
Prospect over the last few years was primarily based upon reworking and recompleting
existing open non-productive wellbores. In fact, virtually all of the alleged “orphan”
wells were drilled by predecessors of the Entity Defendants and the Entity Defendants
had been gradually improving the Prospect over the course of time.

7. Between August 18 and August 21, 2011, Haver, Haver’s attorney Andrew Hartman, and
Newkumct exchanged emails regarding the proposed terms of the PSA. Hartman transmitted
the initial draft of thc PSA. From the initial draft, Haver and Hartman sought to cxpressly
have the PSA cover the Orphan Well abandoned well liability that Haver did not disclose—a
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provision Haver maintains applies today notwithstanding there is no cvidence of his
disclosure of this liability or of any bargain to assume such massive plugging liability.
Newkumet did not want to assume any undisclosed liability, and insisted upon an indemnity
provision that required Entity Defendants to remain obligated for all liabilities attributable to
operations prior to the September 1, 2011 effective date of the PSA. Haver and his attorney
Andrew Hartman repeatedly tried to modify the language Newkumct insisted upon so as to
ensure it did not cover the undisclosed Orphan Well plugging liability. Newkumet ultimately
obtained the indemnity provision he sought.

Defendants’ Responsc: Haver concealed nothing. This is not a new or independent
“Incident of Fraud”. It is simply a restatement of #1 and #2. Hartman has obtained
Judgment in his favor.

8. Throughout the course of the transaction Newkumet repeatedly requested a complete list of
wells on the Prospect. Haver did not supply Newkumet with a complete list, but instead with
multiple versions of partial lists that omitted nearly half of the wells Haver knew were on the
Prospect and that further misrepresented the status of the Orphan Wells.

Defendants’ Response: Denied. Haver concealed nothing. This is not a new or
independent “Incident of Fraud”. It is simply a restatement of #1 and #2. Haver provided
maps that identified all the wells.

9. Newkumet retained Greg Rasmussen, a pefroleum engineer, to physically inspect the
Prospect leases and wells. Jim Haver guided Mr, Rasmussen on a tour of the leases. Haver
intentionally did not show Mr. Rasmussen 32 of the 33 Orphan Wells and fraudulently
causcd the other Orphan Well to be transferred to Plaintiffs nearly a year after closing, At
one point in time Haver identified two wells that were equipped and pumping oil as the
McLaughtin #4 and McLaughlin #6. It is not possible that the wclls Haver represented to
Mr. Rasmussen were in fact the McLaughlin #4 and McLaughlin #6 because those wells
were unequipped and incapable of producing oil or gas at closing.

Defendants’” Response: Denied. Haver concealed nothing. Haver provided maps
that identified all the wells.

10. The Orphan Wells were not readily apparent from a visit to the approximately 5100 acres of
land comprising the Prospect. The Orphan Wells were located in pastures, fields, and
cropland, sometimes with only a fence stake marking the location of the wells, other times
with no monument at all. Most of the Orphan Wells were left open hole or only had short
pieces of broken pipe, valves or swedges sticking from the ground. Many had to be searched
for. A backhoe was eventually rcquired in some of the searching and 4 of the Orphan Wells
were never found.
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Defendants” Response: Haver concealed nothing. This is not a new or independent
“Incident of Fraud”. It is simply a restaterment of #1 and #2. In addition, Plaintiffs had
the resources of (a) thru (s), above. Haver provided maps that identified all the wells.

11. Defendants employed an unusual lcase naming and well numbering scheme to further
confuse the location and identity of the Orphan Wells. The Collinson, Stalnaker, Barton,
Strother and Swaim leases were somctimes called the Sundance. The Anderson-Waood,
Lawson, Dean, and Homestead lease names were seemingly used interchangeably. The
Stalnaker lease was somctimes called the Kuchler; the Berry lease somctimes called the
Somers; the Pcters lease sometimes called the Bruce, and the Metzinger lease sometimes
called McCorgary. The well numbering system employed by Defendants was later
determined to be inconsistent with KCC records or Defendants’ own internal records. None
of the lists furnished by Defendants to Plaintiffs prior to closing contained APi numbers, so
there was no way to reconcile the foregoing inconsistencies with the actual wells on the
Prospect. All of this led to confusion regarding which wells Plaintiffs purchascd and became
responsible for, which wells were producing and which were unplugged and abandoned.

Defendants’ Response: Denied. Haver concealed nothing.  This is not a
misrepresentation of fact or a new or independent “Incident of Fraud”. In addition,
Plaintiffs had the resources of (a) thru (s), above. Wells often and leases often have a
number of names. Plaintiffs ncver asked for API numbers. Haver provided maps that
identified all the wells.

12. Defendants also misinformed the KCC about the Orphan Wells. Orphan Wells were omitted
from Cyclone’s well inventory report or characterized as preducing when they in fact were
not. Defendants did this so as to evade their obligation to timely plug and abandon the
Orphan Wells. By omitting wells from Cyclone’s inventory report or misrepresenting their
production status, Dcfcndants caused the public well databascs fo be inaccurate and
unreliable.

Defendants’ Response: Denied.

13. Defendants filed plugging applications for some of the Orphan Wells, further evidencing
Haver knew they were of nio cconomic use and nothing more than a liability.

Defendants’ Response: Denied. Haver concealed nothing. This is not a new or
independent incident of fraud.

14, Despite repeated requests by Newkumet and despite a provision requiring that the T-1 notice
of transfer of operator forms be delivered at closing, Haver refused to provide the T-1 notices
until after closing. As explained in detail below, the T-1 notices prepared by Haver
contained all of the Orphan Wells that were not previously disclosed to Plaintiffs.

Defendants’ Response: Denied.
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15. Haver unquestionably knew of the cxistence and status of the Orphan Wells prior to closing.
Although he never represented to Newkumet that there were more than 51 wells on the
Prospect, Haver listed 83 wells on the initial T-1 notices he prepared in advance of closing.
The T-1 notices were the only documents that listcd all of the wells on the Prospect and all of
the Orphan Wells, and they were deliberately withheld from Plaintiffs until after closing.
Haver delivered the completed T-1 notices to his attorncy Andrew Hartman prior to closing,
Andrew Hartman refused to produce copies of the T-1's to Newkwnet until after “receipt of
wired funds in the amount of $5,445,614.55” to close the transaction. The transaetion closcd
remotely on October 7, 201 1. Sometime thereafter, Andrew Hartman mailed the T-1 notices
to Newkumet.

Defendants’ Response: Denied. Hartman has obtained judgment in his favor.

16. The T-1 notices falsely represented the status of nearly all of the Orphan Wells, listing many
as producing or temporarily abandoncd, when in fact nonc were producing or granted
temporary abandonment status by the KCC, In some instances the status of the Orphan
Wells was omitted from T-1 notice. API numbers were also omitted, and the location of the
Orphan Wells was often not accurate.

Defendants” Response: Denied. Haver concealed nothing. This is not a new or
independent “Incident of Fraud”. Tt is simply a restatement of #1 and #2.

17. Haver's fraud concemning the T-1 notices continued through at least August 20, 2012.
Without the knowledge, consent or agreement of Plaintiffs, aver and the Kansas
Corporation Commission substantially modified the T-1 notices after Endeavor had
countcrsigned and filed them with the Commission, In all, Haver saw that 4 wclls were
added te the T-1 notices, and the status, location and/or APl number of 23 of the Orphan
Wells were changed. In fact, 4 of the Orphan Wells listed on the T-1 notices were ultimately
determined not to cxist after time and resources (including the use of a backhoe) were spent
attempting to locate them. Plaintiffs were unaware ol these behind the scenes and
unauthorized changes to the T-1 notices until it was discovered during the course of this
litigation.

Detfendants’ Response: Denied.

18, Defendants’ claim they provided maps disclosing the existence and status of the Orphan
Wells. The maps furnished are worthless for communicating the well information sought,
werce not created for that purpose, and were not provided for that purpose. The maps are not
dated, appeared to be outdated, identilied only a few of the leases and wells included in the
Prospect, and identified wells and leases off the Prospect. None of the Orphan Wells were
identified as unplugged, abandoned and out of compliance with KCC regulations on the
maps. Although the maps were allegedly based on lists, thosc lists were not provided to
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Plaintiffs. It is utterly disingenuous to claim the maps furnished by Defendants constitute a
modicum of disclosure of the well plugging liability associated with the Orphan Wells.

Defendants’ Response: Denied.

19. Haver apparcntly possessed a complete list of the wells on the Prospect, which he used in
preparing the T-1 forms, and which he furnished to Entity Defendants’ expert Martin Black.
He never furnished this list to Plaintiffs. It seems the lists he finished to Newkumet prior to
closing were altered to conceal and misrepresent the status of the Orphan Wells. Entity
Defendants’ Martin Black agrees the number of wells being purchased is “absolutely”
important to know when purchasing oil and gas properties.

Defendants’ Response: Denied. Haver concealed nothing. This 1s not a new or
independent “Incident of Fraud™. It is simply a restatement of #1 and #2.

20. Haver continued to mislcad Plaintiffs regarding the number and status of the wells on the
Prospect after closing. On October 17, 2011 he emailed a “cheat sheet” purporting to be a
list of the wells on the Prospect. The “cheat sheet” listed 44 wells, 42 producing and 2
temporarily abandoned. The “cheat sheet” likewise contained false information concerning
the production status of the wells and their equipment. Once again, no reference was made to
the 33 Orphan Wells on the Prospeet and none of the wells had been granted temporary
abandonment status by the KCC.

Defendants” Response:. Denicd. Haver conccaled nothing. This is not a new or
independent “Incident of Fraud”. Tt is simply a restatement of #1 and #2.

21. Additional records concerning thc wells on the Prospect were requesied from Haver after
closing, but Haver did not respond lo those emails.

Defendants” Response:. Denied. Haver concealed nothing, This is not a new or
independent “Jncident of Fraud”. It is simply a restatement of #1 and #2.

22. Haver’s misrepresentations and omissions were intentional. He deliberately and knowing
failed to disclose the existence of the Orphan Wells on the Prospect, becausc he knew that
they represented an enormous liability to anyone purchasing the prospect and that disclosing
the existence of the orphan wells would substantially reduce the purchasc price for the
Prospect.

Defendants’ Response:. Denied. Haver concealed nothing. This is not a new or
independent “Incident of Fraud”. It is simply a restatement of #1 and #2.

23. Plamtiffs rclicd on Defendants to correctly state the number of wells located on the Prospect,
relied upon Haver’s representations as {o the number and status of the wells, and relied on
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Haver to disclose the significant well-plugging liability hc kncw to exist on the Prospect at
the time of sale. Further, Plaintiffs werc cntitled to assume Defendants operated the wells on
the Prospect in compliance with Kansas law.

Defendants’ Response:. Dcnied. Haver concealed nothing. This is not a ncw or
independent “Incident of Fraud”. It is simply a restatement of #1 and #2, The PSA
expressly prohibits Plaintiffs from rclying upon any rcpresentation not contained in the
PSA.

24. Defendants were obligated to disclose the status of the wells, as well plugging is significant
in negotiating any transaction, establishing the consideration to be paid, and it is expected to
be disclosed in good [aith,

Dcfendants’ Response: Denied. This is not a new or independent “Incident of Fraud”. Tt
1 simply a restatement of #1 and #2.

D. Defendants® Contentions Regarding Plaintiffs® Claims of Punitive Damage against
Haver,

Plaintiffs are not entitled to recover punitive damages from Defendant Haver becausc:

(i) Punitive damages arc not recoverable for breach of contract, unjust
cnrichment, or quasi contract; and

(11) Plaintiffs failed to exercise ordinary care, as such, cause of this loss, is the
plaintiff’s conduct and not defcndants’ conduct; and

{iif)  No fraud occurred because there are no represcntations as per the contract
that would support a claim and fraud; and

{iv)  Plaintiffs could have discovered the cxistence of all well bores through the
diligence and ordinary care that is described in subparagraphs (a) through (s), above; and

(V) Statute of limifations has run on Plaintifts’ fraud claim.

E. Delendants’ response to Plaintiffs’ Claim for Itemized Damages,

Plaintiffs are not entitled to recover any of thc itcmized damages for the following
reasons;

(1} Plaintiffs have failed to show that the Glaves litigation is associated with
operations prior to the effective date; and

(1)  The plugging responsibilities are the responsibilities of Plaintiff
Newkumet per the contract; and

(iif)  Plaintiffs have only offered inadmissible summaries in support of their
claim of damages; and

(iv)  The PSA does not provide for attorney’s fees, as such, plaintiffs arc not
entitled to attorney fees in conneetion with the instant action; and

(v}  Plamtiffs’ own expert, Remsberg, testified that the cost to plug the
“orphan” wells would be approximately 32,500 per well; and

26

Pre-filed Direct Testimony of James Haver EXHIBIT F June 30, 2025
on behalf of Cyclone Petroleum, Inc. Pg. 027 of 040



{vi)  Endeavor cxpressly assumed the obligation to operate and plug the wells
by its signature on the forms T-1 and Endeavor had completc deminion and control of the
wells for almost three years before receiving notices from the KCC.

F. Defendants’ Contentions Regarding Defendants® Counterclaims. To the extent that there
is any finding of liability for any of the claims of any of the Plaintiffs against any of the
Defendants, Defendants contend that Plaintiff Newkumet Exploration, Inc. assumed the
obligation to satisfy those claims pursuant to the contract that is the subject of this litigation.

G. Defendants’ Defenses

This dispute arises out of a 2011 contract for sale of lease prospects from Cyclone, Haveco,
HBF, Concorde, Ashton, and Sundance to plaintiff Newkumet Exploration, Inc. None of the
other plaintiffs were a patty to that contract. The plaintifts allege that there were 37 wells of
which they were unaware, which the plaintiffs now call “orphan wells.” The plaintiffs’ claims
fail for several reasons:

Al The plaintiffs were aware of the “orphan”™ wells prior to closing the sale for the
reasons recited in (a) through (s} above.

B. The written contract in this case precludes the claims made in this case.

i. The contract provides that “No material representation, warranty,
covenant, agreemnent, promise, inducement or statcment, whether oral or written
has been made by Sellers™ at p. 2. The contract also provides “Sellers and/or
Buyers shall not bc bound by or liable for any alleged representation, wairanly,
covenant, agreement, promise, induccment, or statement not set forth in this
Agreement.” at p. 4. These exculpatory and integrating provisions are enforceable
as a matter of law. Therefore, any claim by Plaintiffs of breach of contract,
warranty or misrepresentation and/or fraud 1s barred.

il The contract also provides that Newkumet is to bear the liability
for plugging wells and defcndant any action by the KCC in both the specific and
general language of the PSA,

1ii. The written contract precludes equitable relief, including the
plaintiffs’ implicd indemnification and unjust enrichiment claims.

D. The plamttff‘; claims are barred by statutes of limitations, including
1. Statute of limritations on fraud claims;
ii, Statute of limitations on implied contract and unjust enrichinent
claims; and
iii. With respect to Haver, any claim based on the written contract for

the reasons cited in (a) through (s) above
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E. There is no duty owed by any of thc Defendants to any of the Plaintiffs and there
is no breach of any duty by any of the Defendants as evidenced by the Contract which
specifically provides that Buyer is not relying on Sellers, except as specified in the Contract; and
in addition, the common law requirements of fraud by silence provide that there is no duty to the
plaintiffs from the defendants to disclose material facts;

F. [Omitted]

Q. There are no damages suffered by any of the Plaintiffs attributable to the conduct
of any of the Defendants, all alleged damages are related to Plaintiffs’ failure to exercise due
diligence in connection with the acquisition. None of the damages allegedly suffered by
Plamntiffs are “attributable to operations.” The damages claimed by the Plaintiffs arc not
supported by the evidence.

H. [Omitted]

L [Omitted.]
I [Omitted]
K. The plaintiffs are not entitled to attorney fces becausc the PSA eontains no

provision for attorney’s fees, and the Glaves is not “attributable to operations,” and plaintiff
Newkumet expressly took on the obligation on all of the [eases that are the subject of this action.

L. [Omitted.]

M. Any costs and or damages suffered by Plaintiffs were not caused by the conduct
of any of the Defendants.

H. Additional Contentions.

A, There was no duty owed by any Defendant to any Plaintiff, Any such duty was

not breached.

B. No damages suffered by Plaintiffs were the result of any eonduct by any

Defendant.

C. Plaintif{s will have thc burden of proof on all issues except for those supporting

Defendants’ defensc of statute of limitations.
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2. Amendments to Pleadings

Plamtiffs were granted leave to amend their petition to add a claim for punitive damages
against Defendant Haver. Defendants have answered the amended petition. The Court granted
judgment in favor of Hartman.

No other amendments to the plecadings shall be permitted.
3. Admissions and Stipulations

A. The Court has jurisdiction over the parties and the subject matter.

B. Venue is proper in Sumner County, Kansas.

C. The following documents may be submitted as evidence without the necessity of showing
additional foundation:

i. The Court’s file from Case No. 14-CV-113, S. J. Glaves, Trustee of the §S. J.
Glaves Revocable Trust under agreement dated September 28, 1990 v. Endeavor
Energy Resources, L.P., et al.

ii. Records from the Kansas Corporation Commission that have been date-stamped
received.

E. Plainfiffs are sophisticated oil and gas professionals that are held to exercise a degree of
care that is the same level of care that other sophisticated oil and gas professionals would
use under similar circumstancces

D. At all relevant times, defendant James Haver knew of the existence of all 84 wells on the
Prospeet, including all 33 Orphan Wells.

F. Witnesses listed by one party may be calted by the other party.

(. Exhibits listed by one party may be utilized by the other party.

4, Witnesses
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PLAINTIFFES

A, Cherl Prince, 110 N Marienfield Street, Suite 200, Midland, TX.

B. Jess Gilmour, 400 N Marienfield Strect, Suite 109, Midland, TX.

C. Jim Remsberg, P.E. (Designated Expert), 1313 N Webb Road, Suite 210, Wichita, KS.
D. Wayne Newkumet, 500 W Texas, Suite 1410, Midland, TX.

L. Joe Driskill, 10 § Elm, Delaware, OK.

F. Bruce Locke, 10 S Elm, Delaware, OK.

G. James M.C. Haver, Defendant

H. Lester Sheets, T&L Well Service, LLC, 102 § Main Street, Tonkawa, OK 74653

DEFENDANTS
a. James Haver, reachable through undersigned,; and
b. Wayne Newkumet, reachable through counsel for Plaintiffs,; and
€. Martin Black, {designated expert)
d. David Trumbo, (designated expert); and
e Pumpers of the wells that werc the subject of the transaction;
Ronnic Blaylock
PO Box 145
South Haven, KS 67140
(620} 446-0397, and
Pedro Gauna
901 N. Briarwood Rd.
Derby, KS 67037
(316) 304-4108; and
h. Darren Broyles; and
L. Service providers and vendors;
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Jim Newkumet
Oklahoma City, Oklahoma City,

J. Mir. Remsberg; and
k. Jon Schlatter, as a post trial matter in the event the jury finds the attomeys'
fces attributable to litigation arc recoverable by Plaintiffs; and
1. Brad Bates; and
1. Joe Driskill.
5. Exhibits
The parties shall exchange marked exhibits on or before October 31, 2017. Any
objection a party has to the exhibit of the other party shall be made to the Court on or before
November 14, 2017. The Court shall hold a hcaring in the Sumner County District Court at 9:30
a.m. on November 28, 2017, to rule on any such objections.
Exhibits have been exchanged.
6. Motions
Plaintiffs’ motion for leave to amend to add a claim for punitive damages against
Defendant Haver is GRANTED.
7. Trial
Trial is scheduled for two calendar weeks beginning Tuesday, January 9, 2018 and
concluding January 19, 2018. Trial shall be to a jury of 12 with a verdict rendered by not less
than |0. The case shall receive priority setting due to the number of out of state witnesses,
8. Guardian ad litem
None
9. Expert or Cumulative Witness Limitations

None
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10. Findings of Law and Issues of Fact
Findings of Fuct

A. The wells situated on the Horton Icase and the Walin-Stalnaker lease were not part of the
transaction at issue, and Plaintiffs may not bring claims against Defendants related to
those wells in this lawsuit,

Issues of Fuct from Plaintiffs

A. Did Defendants breach the PSA when they failed indemnify Plaintiffs for the expense of
plugging the Orphan Wells in accordance with Kansas law and regulations?

B. Did Defendants brcach the PSA when they failed to defend and indemnify Plaintiffs from
the KCC enforcement proceedings?

C. Did Defendants breach PSA when they lailed to defend and indemnify Plaintiffs from the
Glaves litigation?

D. Should the Orphan Wells have been plugged and abandoned prior to the effective date of
the PSA (September 1, 2011)?

L. Were the KCC enforcement proceedings and Glaves litigation attributable to operations
before the effective date of the PSA (September 1, 2011)?

F. Did Defendants bargain for, and did Plaintiffs knowingly assume, the obligation to plug
the Orphan Wells under the terms of the PSA?

G. Were Plaintiffs entitled to assume that Defendants operated the Orphan Wells in
compliance with Kansas laws and regulations?

H. Were Defendants unjustly enriched when they transferred massive well plugging liability
to Plaintiffs without payment of consideration?

I. Did Defendants intentionally communicate false or untrue statement of fact to Plaintiffs
or fail to communicate material facts to Plaintiffs?

J. Did Plaintiffs reasonably rely and act upon the false or untrue statements of fact made by
Defendants?

K. Were Plaintiffs justified in relying upon Defendants to communicate material facts to
Plaintiffs?

L. When did Plaintiffs first suffer substantial injury as a result of Haver’s fraudulent
conduct, and when did Plaintiffs discover or should have discovered Tlaver’s fraud?

M. When did Plaintiffs first suffer more than paper damages as a result of Haver’s fraud?
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N. What amount of contractual damages are Plaintiffs entitled to in contract?
0. What amount of damages for unjust enrichment are Plaintiffs entitled to?
P. What amount of damages for Haver’s fraud are Plaintiffs entitled to?

Q. What amount of punitive damages are Plaintiffs entitled to?

R. Are Defendants entitled to recover damages from Plaintiffs in the event a judgment is
awarded to Plaintiffs against Defendants for the costs to plug the Orphan Wells?

S. What amount of damages arc Defendants entitled to recover from Plaintiffs under the
PSA?

Issues of Fact from Defendants

The defendants believe that most or all of the issucs of fact are stated by their factual
contentions, beginning at page 12, above. To reduce the likelihood of an issuc not being
understood to be in contention, the following additional issues of fact are identified:

Al When did Plaintiffs have actual knowledge of the “orphan’ wells?

B. Whether Plaintiffs would have discovered the “orphan” wells and the associated
plugging liability through the exercise of reasonable diligence.

C. Whether any Plaintiff justifiably relied upon Haver or his companics to
communicate material facts relating to the transaction.

D. Whether any Plaintiff suffered damages as a result of Haver or his companies’
failure to communicate the material facts to the Plaintift.

G. What causcd any cost or loss?

H. What was the amount of any cost or loss suffercd by Plaintitfs which was caused
by any of the Defendants?

L When did the plaintiffs have actual or constructive knowledge of the open

wellbores and any liability associated with those wellbores?

I. What is the reasonable cost of plugging an open well in this area?
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K.  [Omitted]

L. [Omitted. ]

M Do the cased, non-productive wellbores have value?

N. Are the claims in the Glaves litigation “attributable to operations?”

O [Omitted.]

P Did Plaintiff Newkumet assume all plugging responsibilitics for wellbores on the

leases that are the subject of the PSA?

Q. [Omitted. ]

R. [Omitted. ]

S. Is the cause of Plaintiffs’ claims in this case acfually related to the substantial
drop in oil and gas prices over the course of the last six ycars?

T. [Omitted.]

U. [Omitted.]

W. What well files were picked up by Plaintiffs at closing?

X. ‘When were the T-1s sent to Newkumet and in what form were they sent?
11. Findings of Law and Issues of Law
Findings of Law
The Court makes the following findings of law:

A. Plaintiffs Endeavor Energy Resources, L.P., Joe Driskill, and Bradley Batcs are the
principals of agent Plaintiff Newkumet Exploration, Inc. from the inception of the
ncgotiations, and may cnforce the PSA against Entity Defendants.

B. The indemnification provision of thc purchase and sale agreement does not contain a
“tender” requirement, and Plaintiffs werc not required to tendcr defense of the KCC
enforcement proceedings or Glaves litigation to Defendants as a prerequisite to being
entitled to indemnification.

C. The terms of the PSA are ambiguous and parole evidence shall be permitted to interpret
the terms of the PSA.
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D. Entity Defendants are granted summary judgment on Plaintiffs” implied indemnity claim.

E. Plaintifts and Defendants are not entitled to rescission of the PSA as a remedy for breach
of that agreement.

F. Summary judgment is granted to Defendant Hartman on Plaintiffs’ claims against him,

G. Defendants’ counterclaim against Plaintiffs is dismissed

Issues of law firom plaintiffs

A, When did the statutc of limitations for Plaintiffs fraud claim against Haver begin to
accrue?

B. When did Plaintiffs unjust enrichment claim against Haver begin to accrue?

C. Was the responsibility to plug the Orphan Wells attributable to operations prior to the
effective date of the PSA (September 1, 2011}?

Issues of law from defendants

The defendants believe that most or all of the issues of law are clearly stated by their
contentions above beginning at page 12. To reduce the likelihood of an issuc not being
understood to be in contention, the following additional issucs of law are identified:

Al Whether Haver or his companies were under a duty to communicate material facts
rclating to the transaction to any Plaintitt.

B. [Omitted.]

C. Should the PSA be construed against any party?

D. Is Remsberg qualified to offer an opinion based upen his limited review of
information and the limited information provided to him by Morris Laing?

E. What is the exient of the privilege with respect to communications between
Rermsberg and Morris Laing?

F. [Omitted.]

G. Is any tolling of the statute of limitations appropriate based upon the [acts of this

casc and what facts will support a tolling?
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H.

Does the specific govern the gencral in interpretation of the PSA?

Mixed Issues of Law and Fact from Defendants

A.

B.

C.

D.

When did the fraud statute of limitations begin to run?
When did the unjust enrichiment statute of limitations begin o run?
When did Plaintiffs have constructive knowledge of the “orphan” wells?

Whether the indemmification provision in the PSA pennits recovery of any

damages arising dircetly or indirectly from plugging expenses.

E.

fees.

F.

G.

Whether the indemnification provision in the PSA permits recovery of attorney

Are plugging responsibilities “attributable to operations™?

Whether the Glaves action is a claim “attributable to operations™?

12. Questions of Evidence or Procedure

Motions in limine shall be filed on or before December 6,2017. Responses to motions in

fimine shall be filed by December 13, 2017. The Court shall hold a hearing in the Sumner

County District Court at 9:30 a.m. on December 20, 2017, to hear arguments and rulc on motions

in limine.

Objections concerning exhibits will be heard during the hearing described above in

Section 5.

All other motions concerning cvidence or procedure shall be filed on or before January 2,

2017.

Counscl for the parties will work together to generate the final pretrial order. Objections

and disputes concerning the final pretrial order will be heard during the December 20, 2017

hearing.
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Plaintiffs shall fumish to Defendants the invoices supporting their summary of plugging
COSIS.
13. Jury Instructions
The parties shall exchange proposed jury instructions on or before December 6, 2017.
Objections to proposed jury instructions shall be filed by December 13, 2017. The Court shall
hold a hearing in the Summner County District Court at 9:30 a.m. on December 20, 2017, to hear
argumients on proposed jury instructions and will thereafter issue a ruling cstablishing jury
instructions.
14. Settlement and Alternative Dispute Resolution
An unsuccessful mediation took place on September 1, 2017. It is unlikely mediation
would result in a seftlement.
15. Trial Briefs
Trial briefs, if any, must be submitted by December 27, 2017,
16, Other Matters
A. Defendants may further depose Plaintiffs Expert Witness, Iim Remsberg. The deposition
shall be limited in scope to qucstioning concerning the emrata Mr. Remsberg submitted
correcting his earlier deposition testimony. Defendant Haver’s expert, David Trumbo,
may accompany counsel to that deposition,
B. Defendants arc permitted to conduet the trial depositions of Jim Newkumet and Lester
Sheets, and Plaintiffs’ motion for protective order concerning the same is denied.
Docunients produced during the trial depositions of Jun Newkumet and Lester Sheets are

not admissible as direct evidence,
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C. Plaintiffs shall itemizc the incidents of fraud committed by Haver and submit the
itemization to Defendants on or before October 13, 2017.
D. All of Defendants’ affirmative defenses are stricken except the affirmative defense of
statute of limitations with respect to Plaintiffs’ fraud claim and unjust enrichinent claim,
17. Orders
In addition to the foregoing, the Court made these additional orders:
A. This Pretrial Order supersedes all pleadings and shall control the trial of this matter,

B. The trial of this case shall be limited to the issues listed; and no deviation therefrom will
be permitted except for rebuttal or impeachment purposes or by special order of the court
to prevent manifest injustice.

SO ORDERED as of the date of the clectric signature on the cover page to this order.
APPROVED:

MORRIS, LAING, EVANS, BROCK &
KENNEDY, CITARTERED

By: /s/ Robert W. Covkendall
Robert W, Coykendall, #10137
Jonathan A. Schlatter, #24848
300 N, Mead, Suite 200
Wichita, Kansas 67202
Telephone: (316) 262-2671
Facsimile: (3106) 262-5991
jschlatter@morrislaing.com
Attorneys for Plaintiffs
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/s/ Martin J. Peck

Martin J. Peck, #16273

107 E. Harvey Ave., 2* Floor
Wellington, KS 67152

{620) 326-5997
peck{@martinjpeck.com

Andrew S. Hartman, pro hac vice
Hartman & Moore

P.O. Box 700690

Tulsa, OK 74170-0690

Attorneys for Defendants
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IN THE DISTRICT COURT OF SUMNER COUNTY, KANSAS
THIRTIETH JUDICIAL DISTRICTIs 131 22,

Uo

ENDEAVOR ENERGY RESOURCES, L.P.,
BRADLEY BATES, JOE DRISKILL, &
NEWKUMET EXPLORATION, INC,,

Plaintiffs,

\2 Casc No. 2015 CV 81
CYCLONE PETROLEUM, INC.,

HAVECO OIL & GAS PROPERTIES, LLC,
HBF LIMITED PARTNERSHIP,
CONCORDE RESOQURCES CORPORATION,
ASHTON GAS GATHERINGS, LLC, &
SUNDANCE OIL & GAS, LLC, °

JAMES M.C. HAVER,

Defendants.

L N T I N

Pursuant io K.S.A, Chapter 60

INSTRUCTIONS BY THE COURT
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INSTRUCTION NUMBER: 1

MEMBERS OF THE JURY: Itis your duty to follow these instructions.
These instructions are the faw in this case and they all must be considered and applied to
the evidence.

You must consider and weigh only evidence which was admitted during
the trial, including exhibits, admissions, stipulations, and witness testimony either in
person ot by deposition.

During the trial ] have ruled upon objections to the admission of evidence.
You must not concern yourselves with the reasons for these rulings and you must
consider only the evidence which is admitted. | have not intended to indicate any opinion
as to what your verdict should be by any ruling that 1 have made or anything that I have
said or done.

Statements and arguments of counsel are not evidence, but may help you
understand the evidence and apply the law., However, you should disregard any
comments of counsel that are not supperted by the evidence.

You must decide this case without favoritism for or prejudice against any
party, Sympathy should not influence your decision.

Corporations are entitled to the same fair and impartial treatment as an
individual,

Whenever the word “he” is used in these instructions, you may consider it
as applying equally to a woman or an entity, such as a corporation. Also, the use of the

singular of a word may be taken equally to mean the plural.
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INSTRUCTION NUMBER: 2

Burden of proof means burden of persuasion.

For most kinds of claims, the party that has the burden to prove a claim
must persuade you that the claim is more probably true than not true. This standard
governs plaintiffs’ contract and unjust enrichment claims,

It is the law of this state that to prove fraud it is necessary for the party
claiming fraud to prove it by evidence that is clear and convincing. Evidence is clear and
convincing if it shows that the truth of the fact asserted is highly probable. This standard
governs plaintiffs” fraud claims.

In deciding whether the required burden of proof has been meet, you must

consider all admitted evidence, whether presented by the plaintiff or the defendant.
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INSTRUCTION NUMBER: 3

It is for you to decide whether the testimony of each witness is belicvable
and what weight to give that testimony. In making these decisions, you have a right to

use your common knowledge and expcricnec.
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INSTRUCTION NUMBER; 4

Certain testimony has been given in this case by experts. Experts are
persons who, from experience, education or training have specialized knowledge on
matters not common to people in general. The law permits experts to give their opinions
about such matters. The testimony of experts is to be considered like any other testimony
and is to be evaluated by the same tests. You should consider it in connection with all the
other facts and circumstances. You should give it the weight and credit you determine are

appropriate,
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INSTRUCTION NUMBER: ]

Plaintiffs claim that they sustained damages due to the breach of a contract
by the corporate defendants. Plaintiffs also claim that they assumed costs and burdens
that were properly the costs of the defendants, such that the defendants were unjustly
enriched. Plaintiffs further claim that the dcfendants’ actions constituted fraud. What
Plaintiffs need to show to recover on these claims is explained in instructions No. 6, 8, 10
and 11.

Plaintiffs have the burden to prove their claim of breach of contract or
unjust enrichment claim is more probably true than not true. Plaintiffs have the burden to
prove their claim of fraud by clear and convincing evidence.

The corporate defendants deny that they breached their contraet with
plaintiffs. The defendants deny that the actions of the plaintiffs unjustly enriched them.
All defendants deny that (heir actions constituted fraud. In addition, the defendunts asscrt
the affimative defense of statute of limitations to the claims for unjust enrichment and
fraud. What the defendants need to prove to succeed on their defenses are stated in
Instructions No. 9 and 13.

The defendants have the burden of proving their defenses of statuic of

limitations by a preponderance of the evidence.
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INSTRUCTION NUMBER: 6

A contract is an agreement between two or more persons consisting of sets
of promises that are legally cnforceable.

There is no dispute in this case that a contract between plaintiffs and the
corporate defendants existed. The parties entered into the Purchase and Sale Agreement,
and related assignments. Plaintiffs and defendants disagree whether the corporate
defendants breached the contract, and if so whether plaintiffs were damaged by that
breach.

In this case, the parties disagree on the meaning of the contract. On the
one hand, the plaintiffs contend that thc corporate defendants promised, as stated in the
Additional Provisions, that they would “indemnify, defend, and hold [Plaintiffs] harmless
for all complaints, charges, enforcement proceedings or litigations attributable to
operations prior to” September 1, 2011. Plaintiffs contend that this provision requires the
corporate defendants to bear the costs of (1) the lawsuit that was brought by the
landowner against Endeavor to cancel an oil and gas lease that the defendants had
assigned the plaintiffs (the Glaves case); (2) the enforcement action brought by the KCC
and resubting plugging costs stemming from the “orphan wells” that were on the leases,
and (3) the attorney fees that were incurred in this case.

The defendants deny that these costs are “attributable to operations” prior
to September 1, 2011, and further contend that the parties intended that all plugging eosts
were o be assumed by the Plaintiffs pursuant to a provision that is included in the
paragraph titied EFFECTIVE DATE, The provision states: Plaintiffs are “entitled to all
production and [ar¢] responsible for all expenses and liabilities (including plugging costs

and liabilities associated with the wells on the Leases deseribed in ‘Exhibit A’) with
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INSTRUCTION NUMBER: 6 {continued)

respeet to the properties from and after” September 1, 2011, Plaintiffs deny thal they
ever intended to assumc plugging liabilities for the “orphan wells”.

The Court has found that the Contract is ambiguous, meaning that it can
be read to have more than one meaning. 1t is your duty to determine what the partics to
this contract intended their respective rights and obligations about these matiers to be.
This requires you to consider all of the evidence and dctermine what the parties intended

when they agreed to the contract.
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INSTRUCTION NUMBER: 7

If you find for plaintiffs on their breach of contract claim, then you should
award plaintiffs thc sum you find will fairly and justly compensate them for the damages
you find were sustained as a direct result of the breach of contract by the corporate
defendants.

In determining plaintiffs’ damages you should consider any of the
following clements of damage that you find were the result of the breach:

1. Cost to locate and plug wells, and to restore the surface to its

original condition.

2, Cost to defend the KCC enforcement proceedings, including

reasonable attorncys’ fees and costs.

3. Cost to defend the Glaves litigation, including reasonable

attorneys’ fees and costs.

In addition, it 1s your obligation to determine if attorney fees incurred by
the plaintiffs in the present case were the result of a breach of the contact by the corporate
defendants. The parties have agreed that if vou find for the Plaintiffs, the Judge will set

the amount of the attomey fees.
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INSTRUCTION NUMBER: 8

Plaintiffs claim to have benefited the corporate defendants by paying to
plug wells that defendants were under an obligation by Kansas law to plug.

The elements for an unjust enrichment claim are that a benefit was
conferred on detendants, defendants appreciated or knew of the benefit, and defendants
accepted or retained the benefit under such circumstances as t6 make it inequitable to
retain the benefit without payment of its value.

The substance of an action for unjust enrichment lies in a promise in law
that one will restore to the person entitled that which in equity and good conscience
belongs to him.

The corporate defendants deny that any benefit was conferred other than
what was called for in the PSA and contend that the amounts expended on litigation and

enforcement proceedings and plugging orphan wells were unreasonably high,
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INSTRUCTION NUMBER: 9

Detfendants contend that plaintiffs did not file their unjust enrichment
claim within the time set by law. To succeed on this defense, defendants must prove by a
preponderance of the evidence that plaintiffs’ injuries, if any, resulted prior to August 12,
2012, which is three years before they filed this suit.

The statute of limitations on an unjust enrichment claim in Kansas is three
years. The statute of limitations begins when a claim has accrued. A claim for unjust
enrichment accrues when all of the elements are present and the plaintiff could have filed
and maintained a successful lawsuit, Therefore, this claim did not accrug in this case
unti! all three elements given in the prior instruction were met. Kansas law specifies that
a cause of action for unjust enrichment docs not accrue when the enrichment occurs, but
only when the enrichment becomes unjust.

Defendants contend that more than three years before filing this suit, any
injury alleged by plaintiffs had already occurred.

Plaintiffs contend that they did not have knowledge of the well plugging
liability due to defendants” misconduct, and that the enrichment defendants’ obtained was
not unjust until such time as plaintiffs had to incur costs to plug wells and defend itself
from the KCC enforcement action, which was less than three years before plaintiffs filed
the unjust enrichment claim.

If you find that the injuries claimed by the plaintiffs began accruing prior
to August 12, 2012, you must rule in favor of defendants as to plaintiffs’ unjust

enrichment claim on the basis that it is barred by the statute of limitations. If you find

June 30, 2025
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INSTRUCTION NUMBER: 9 (CONTINUED)

that the injuries claimed by the plaintiffs began accruing after August 12, 2012, you must

deny defendants’ statute of limitations claim.
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INSTRUCTION NUMBER: 10

The essential elements required to sustain an action for fraud are:

1. That false or untrue representations were made as a statement of
existing and material fact.

2, That the representations were known to be false or untrue by the
party making them, or were recklessly made without knowledge
concerning them.

3. That the representations were intentionally made for the purpose of
inducing another party to act upon them.

4. That the other party reasonably relied and acted upon the
representations made,

5. That the other party sustained damage by relying upon them,

A representation is material when it relales to some matter that is so

substantial as to influence the party to whom it was made.
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INSTRUCTION NUMBER: 11

The plaintiff claims fraud through silence on the part of the defendant. To

constitute fraud by silence the plaintiff must prove:

1, The defendant has knowledge of material facts which plaintiff did
not have and which the plaintiff could not have discovered by the
exercise of reasonable diligence;

2, The defendant was under an obligation to communicate the
material facts to the plaintiff;

3. The defendant intentionally failed to communicate to plaintiff the
material facts;

4, The plaintiff justifiably relied upon the defendant to communicate
the material faets to the plaintiff; and

5. The plaintiff sustained damages as a result of the defendant’s
failure to communicate this to the plaintiff,

A fact is material if if is one to which a reasonable man would attach

importance in determining his or her choice of action in the transaction in question.

A party is justified in relying without investigation upon another to

communicate the facts material to & transaction unless he or she knows or has reason to

know of facts which make his or her reliance unreasonable.
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INSTRUCTION NUMBER: 12

In this case the plaintiffs claim the defendants acted in a fraudulent
manner toward plaintiffs. If you award the plaintifts actual demages, then you may
consider whether punitive damages should be allowed. Punitive damages may be
allowed in the jury’s discretion to punish 2 defendant and to deter others from like
conduct.

The plaintiffs must prove by clear and convincing evidence that the
defendant acted in a fraudulent manner toward plaintiffs. Evidence is clear and
convincing if it shows that the truth of the fact asserted is highly probable,

If you find the defendants did one or more of the acts claimed by the
plaintiffs you should then determine whether the plaintifls have presented clear and
convincing evidence that the defendants acted in a fraudulent manner toward plaintiffs. If
you determine punitive damages should be allowed, your finding must be entercd in the
verdict form. After the trial, the court will conduct a separate hearing to determine the

amount of punitive damages to be allowed.
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INSTRUCTION NUMBER: 13

Defendants contend that plaintiffs did not file their fraud claim within the
time set by law. To succeed on this defense, defendants must prove by a preponderance
of the evidence that plaintiffs’ injuries, if any, resulted prior to two years before they filed
this suit.

The statute of limitations on a fraud claim in Kansas is two years, The
statutc of limitations begins when a claim has accrued. A claim in a fraud lawsuit
accrues at the later of: 1) the time of the fraudulent act; 2) when the plaintiff suffers
substantial injury (that is reasonably ascertainable); or 3) when the plaintiffs discover, or
should have discovered, the essential material facts of the fraud. The phrase “reasonably
ascertainable” requires application of an objcctive standard that takes into account all of
the surrounding circumstances. The plainlifls are charged with any and all knowledge of
any and all employees and agents of any plaintiff acting within the scopc of their
authority.

Defendants contend that prior fo August 12, 2013, plainfiffs had either
actual knowledge of the unplugged orphan wells and the condition of said wells, or they
could have had knowledge by the exercise of reasonable diligence,

Plaintiffs contend that they did not have knowledge of defendants’ fraud
and exercised reasonable diligence, but also contend that they were not damaged until the
KCC commenced enforcement proceedings against plaintiffs to plug the wells, which

was after August 12, 2013.
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INSTRUCTION NUMBER: 13 (CONTINUED}

If you find that the injuries claimed by the plaintiffs began accruing prior
to August 12, 2013, you must rule in favor of defendants as to plaintiffs’ fraud claim on
the basis that it is barred by the statute of limitations. If you find that the injuries claimed
by the plaintiffs began accruing after August 12, 2013, you must deny defendants’ statute

of limitations claim.
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INSTRUCTION NUMBER: 14

The parties have agreed upon certain facts that you are instructed to
consider as true. These agreed facts, called stipulations, are as follows:
[ At all relevant times, defendant James Haver knew of the existence
of the “orphan wells” on the leases,
2. Plaintiffs are sophisticated oil and gas professionals that are held to
exercise a degree of care that is the same level of care that other
sophisticated oil and gas professionals would use under similar

circumstances.
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INSTRUCTION NUMBER: 15

When you retire to the jury room you will first select one of your members
to preside over your deliberations, speak for the jury in court, and sign the verdict upon
which you agree.

In this case your verdict will be returned in the form of written answers to
special written questions submitted by the court, Your answers will constitute your
verdict.

b

Your answer to each question must be by the agrecement of ten or more

Jurors.

Your verdict must be founded entirely upon the evidence admitted and the

law as given in these instructions.

] :Ir'
ey A Y e 1B

Date”
NG SR U
District Judge K N
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IN THE DISTRICT COURT OF SUMNER COUNTY, KANSAS.

THIRTIETH JUDICIAL DlSTW JAMLS PH L 3

SRR SE VY U
% ~
By '

Case No, 2015 CV 81

ENDEAVOR ENERGY RESOURCES, L.P.,
BRADLEY BATES, JOE DRISKILL, &
NEWKUMET EXPLORATION, INC.,

Plaintiffs,
Y.

)
)
)
)
)
)
)
)
CYCLONE PETROLEUM, INC., )
HAVECQO OIL & GAS PROPERTIES, LLC, )
HBF LIMITED PARTNERSHIP, }
CONCQORDE RESQURCES CORPORATION, }
ASHTON GAS GATHERINGS, LLC, & )
SUNDANCE OIL & GAS, LLC, )
JAMES M.C. HAVER, )

)

)

)

Defendants.

Pursuant to K.8.A. Chapter 60
VERDICT
We, the jury, impaneled and swom in the above entitled case, upon our

oaths, do make the following answers to the questions propounded by the court;

1. Do you find that the corporate defendants breached their contract with plaintiffs?

Yes No _K

2, Do you find that\he plaintifs are entitled to recover their attomey fees in this
case as a result of a breach of contract by the defendants?

Yes No E ]

3. Do you find that the plaintiffs are entitled to recover under their unjust enrichment

claim?
Yes No
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4, Do you find that the plaintiffs are entitled to recover under their fraud claim
against the defendants?
Yes Neo >(
5. Do you find that plaintiffs are entitled to recover under their fraud by silence

claim against the defendants?

Yes No X

6. If you answcred ‘yes’ to question 1, 3, 4, or 5, what amount of damages do you
[ind was sustained by plaintjffs?

a. Cost to locate and plug wells, and to restore  § (49
the surface fo its original condition;

b. Cost to defend KCC enforcement
proceedings, including reasonable
attorneys’ fees and costs: $

c. Cost to defend the Glaves litigation,
including reasonahle attorneys’ fees

O R P

and costs: $
Total Damages [add a + b + c): 3
7. If you answered ‘yes’ to questions 4 or 5, do you find that punitive damages

should he assessed against defendants for fraud?

Yes Nnéﬁ

Agreement on each of the above questions was by ten or more jurors?

ves X No
A A

Présiding Juror
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Rita Lowe

From: Wayne Newkumet <wnewkumet@gmail.com>
Sent: Friday, May 20, 2016 12:33 PM

To: Carnella Anderson

Subject: Fwd: Field Superintendent will call

81

Wayne Newkumet

e o Wi, g

Newkumet Exploration, Inc.
P.O. Box 11330

Midland, Texas 79702

(0) 432-687-1101

(c) 432-288-3000

wwwwwwww -+« Forwarded message - -

From: Jim Newkumet <jimncwkumet'z sbeglobal.net>
Date: Thu, Oct 6, 2011 at 12:56 PM

Subject: Ré: Field Superintendent will call

PLAINTIFF'S ‘
|

s

OK thats cool , no Tulsa tommorrow.
- Qriginal Message

Sent: Thursday, October 06, 2011 12:49 PM
Subject: Re: Field Superintendent wilt call

Jim, Go through me, I think too many people calling and emailing. Let me get it closed tomorrow. Iindeavor
will pick up files and make their copies and then ship to you. You can visit with [aver anytime alter 1 get it
closed

Wayne Newkumet
PO Box 11330
Midland, Texas 79702

May the Lord richly bless both you and your children. May you be blessed by the Lord who made heaven and
earth. Ps 115:14-15

On Oct 6, 2011, at 11:17 AM, JIM NEWKUMET <jimnewkumet@sbeglebal net> wrote:

Hello Brad and Mr. Haver, Brad and Joe at endeavor , Joe , if you wish to take the well file
boxes to your office, then I would like to coordinate a time when I could come to your office
and spend a day or so and copy all mudlogs . logs, any non IHS production data, any water

1
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production data , any daily drilling and competion or recompletion reports , any type of seismic
and in particularly any possible dip meters. 1 will carefully copy this geologic info and place it
exactly back the way it was. Another alternative would be for e to take the boxes in my pickup
truck back to OKC and carefully copy any info that will help me as the geologist and place it
carefully and exactly back in the boxes and ship them to you. Either way is fine. Also Hello
Mr, Haver, [ would like to come up and meet all the guys from Endeavor and meet you . I dont
want to take up alot of your time but it would be good just to meet you and the endeavor

guys. Mr. Haver when convienient for you , would you mind replying to me with your

address . I dont want to take up your time , but T would be interested in hearing your ideas and
thoughts on what could be drilied or recompleted and if your schedule is busy , then I will just
meet you and head out. If you have Manny redifers email or phone , I am curious if he has
some old maps that he would not mind me copying or he may want to keep his work
confidential, [ understand either way. When you hear from Joe and Joe when you guys line up
your time , please send me an email jimnewkumet:@;sheglobat.net or call my cell 405 919

7291, Thanks guys and let me know of your agendas . And Joe if you want to take the boxes
with you , then hopefully you and I can line up a time for me to come by and copy helpful
geological stuff or as I mentioned , I could take them back to OKC and carefully and in a timely
fashion copy my needs and send the boxes to wherever you would like. If that is possible that [
could take the boxes, that is very conviemient in that I have a good fast copy machine and would
copy my info of interest and carefully put it back in the boxes and ship them to you in a very
timely fashion. But you as I may be wanting to work on it and you may need to be going
through the boxes yourself. I understand . Lets all keep our lines of communication open in that
we need to work together and make this a good profitable venture for us all. thanks Regards Jim
Newkumet.

From: Wayne Newkumet <wnewkumet@amail.com>

To: James Haver <lordhaver@hatmai.cor>

Cc: Jim Newkumet <jimpewkumet@sbeginbzl.net>; "brad@eerontine.com™ <brad@eeronline.com>
Sent: Thu, Octaber 6, 2011 10:24:53 AM

Subject; Field Superintendent will call

Jim, Joe from Endeavor will be calling you to come over to get copies from files. When you set up the
time, please let Me and Jim Newkumet know as Jim Newkumet would like to attend.
Wayne

Wayne Newkumet

PO Box 11330

Midland, Texas 79702

Q) 432-687-1101

C) 432-288-3000

May the Lord richly bless both you and your children. May you be blessed by the Lord who made heaven
and earth. Ps 1158:14-15
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